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o
0‘ DO YOU REALLY KNOW WHAT TRIGLAV (THREE-HEADED] MEANS?

[
R e @ STORY OF THREE-HEADED
THE CULT OF THE WEST-SLAVIC GOD TRIGLAV [ THREE-HEADED'] IS RELATIVELY WELL DESCRIBED IN MEDIEVAL
SOURCES DOCUMENTING THE CONVERSION OF THE POMERANIAN DUCHY ON THE SHORES OF BALTIC, THROUGH THE
EFFORTS OF THE GERMAN BISHOP AND SAINT OTTO OF BAMBERG. THE EVENTS OF HIS TWO MISSIONARY TOURS
THERE (FIRST ONE IN 1124-5, SECOND IN 1128] WERE RECORDED BY THE BISHOP'S PRINCIPAL BIOGRAPHERS, EBBO
AND HERBORDUS. EBBO IN PARTICULAR, IN HIS VITA OTTONIS EPISCOPI BAMBERGENIS, GIVE US SOME INSIGHT INTO
WORSHIP OF TRIGLAV:
“When the temples and the idol images had been destroyed by Ofto, the sacrilegious priests carried the
golden image of Triglav, which was chiefly worshipped by the people, away by stealth outside the province
and commifted it to the care of a certain widow who lived in a small country house where it was nof likely
to be looked for. The widow, for a stipulated reward, took charge of this profane image and shut it up as a
man shuts the pupil of his eye. For this purpose, the trunk of a great tree was hollowed out, and the image
of Triglav, after being covered with a cloak, was placed inside so that no opportunity of seeing, not to say
finding it, was afforded to anyone. Only a small hole was left in the trunk where a sacrificial offering might
be inserted, and no one entered the house except for the purpose of offering an idolatrous sacrifice... The
famous apostle of Pomerania, on hearing this, considered many plans for getting fo the place ... Accordingly,
he wisely determined to send secretly to the widow's house one of his companions named Hermann ... He
directed him to assume the native dress, and to pretend that he was going fo sacrifice to Triglav. Hermann
then bought a natfive cap and cloak and, affer encountering many dangers in the course of his difficult
journey, he came at length to the house of the widow and declared that, as the resulf of an appeal fo his god
Triglav, he had been delivered from a tempestuous sea and desired to offer a fitfing sacrifice as a token of
grafitude for his safety. He said also that he had been led thither in a marvellous manner and by unknown
ways ... He entered eagerly into this sanctuary and ... then examined it more closely to see if there was any
means by which he could accomplish the business for which he had been sent, and he noticed that the
image of Triglav had been pressed info the frunk so carefully and firmly that it could not possibly be pulled
out or moved. ... Looking round he noficed that the saddle of Triglav was fixed to a wall close by: it was of
great anfiquity and was of very little use. He leapt with joy and, pulling from the wall this inauspicious gift,
he made off. He started early in the night and with all haste rejoined his master and his companions, o
whom he narrated all that he had done, and showed the saddle of Triglav in order to confirm the fruth of his
statements. The apostle of Pomerania, after taking counsel with his companions, decided that he and they
ought to refrain from further search for the idol for fear lest it should appear that he was prompted to do this
not by his zeal for justice but by his desire fo secure the gold.” (franslation: Robinson 1920:89-91)
http://sms.zrc-sazu.si/pdf/16/01-smsi6-trkanjec.pdf
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MANAGEMENT'S STATEMENT OF
RESPONSIBILITY

The Management Board confirms that the Annual Report of Triglav Re d.d. with all its components is written in accordance with
the Companies Act and International Financial Reporting Standards.

The Management is responsible for preparing the annual report so that it gives a true and fair view of the Company’s financial
position and its operating results for the year ended 31 December 2014.

The Management Board also confirms that the appropriate accounting policies have been consistently applied and that ac-
counting estimates have been prepared with due care and diligence. Furthermore, the Management Board affirms that the finan-
cial statements together with related notes have been prepared on the basis of the assumption on further operating activities
of the Company and in accordance with the applicable law and International Accounting Standards.

The Management is also responsible for keeping proper and adequate accounting, for taking reasonable asset protection mea-
sures and measures for prevention and detection of fraud and irregularities.

The tax authorities may at any time within five (5) years from the date on which the tax was charged, check the Company’s
operations, which may result in additional tax liabilities, inferest on arrears, penalties from corporate income tax or other taxes
and duties. The Management Board further states that they are not aware of any circumstances which may give rise to any
potential material liability in this respect.

/
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Gregor STRAZ BA [Ecan)

Ljubljona, 13 March 2015
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R e e Trigav idol from Szczecin

Most researchers and popularisers of Slavic mythology tend fo assume that god
Triglav, a three-headed god actually represents a unity of three deities: a divine
triad, or even some sort of pagan Trinity.

The oldest news about Triglav cult, as deity, we find from the biography called Vita
Priefligensis, from Prieflingen monastery, who mention the distruction of Trigav
idol from Szczecin, in 1127 A.D. About deity appearance we find that the three
heads who represented the divine triad, were covered by triple tiara which was
hung a veil long to the God's mouth. According to Ebbo’s report, one of the Otfo’s
biographs at Szczecin, exists three mountains, of which the one in the middle,

the higher one, it's dedicated to the greatest god of pagans Trigelywus. He is
described as a stutue with three forms who had eyes and lips covered with gold.
Idols priests explained the existence of these three heads by the fact that the
greatest god ruled over three emperors: the Sky, the Earth and the Inferno, and
their faces were covered not fo see the human sins.
http.//www.academia.edu/5842033/Some_Considerations_Regarding_the_Slav-
ic_God_Triglav
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1 OPERATING PERFORMANCE AND
FEVENTS IN 2014

11 Financial highlights of Triglav Re

in EUR
YEAR 2014 YEAR 2013 INDEX
Gross reinsurance premium written 105,198,717 105,015,611 100
Gross claims paid 50,526,261 61177268 83
Gross operating expenses 2.868,277 2,778,308 103
Technical provisions 139,034,656 131,430,434 106
Equity 68,170,304 52,949,850 129
Net profit 7544,759 6,679,057 113
Number of employees atf the year-end 45 42 107

1.2  Significant events in 2014

MAY

At the 4th meeting of the Supervisory Board of Triglav Re which was held on 15 May 2014, Stanislav
Vrtunski was appointed o new member of the Management Board. The term of office commences on
the date of obtaining authorization to act as o member of Management Board issued by the Agency
for Insurance Supervision.

jury

Standard & Poor’s Rating Services confirmed the long-term credit rating and financial strength rating
A -" to the Triglav Group. At the same fime, Standard & Poor’s also confirmed the same long-term
credit and financial strength rating "A-" of Zavarovalnica Triglav d.d. and its subsidiary Triglav Re. Both
ratings, of Zavarovalnica Triglav d.d. and Triglav Re d.d., have a stable medium-term outlook.

0n 14 July 2014, Stanislav Vrtunski obtained the authorization for o member of the Management Board
of Triglav Re and his five-year mandate began on 15 July 2014.

SEPTEMBER

On 26 September 2014, Standard & Poor’s reaffirmed the existing long-term credit rating

"A -" and financial strength rating "A -" to Zavarovalnica Triglav and its subsidiary Triglav Re (and thus
the whole Triglav Group). Both assessments have a stable outlook.



TRIGLAV RE Business Report 2014

OCTOBER

On 3 October 2014 at the regular annual review of Triglav Re, the credit rating agency AM. Best con-
firmed the financial strength rating “A -" and credit rating of the issuer "o - . Both assessments have
0 stable medium-term outlook.

1.3  Significant events after the end of 2014

After the end of 2014, there were no significant events that could affect the Company’s performance.

1.4  Address by the President of the Management Board

After several years of an unfavourable macro-economic situation in the Slovenian economy, the year
2014 brought o substantial improvement, which resulted in o noticeable increase in both bond and
stock prices. Economic indicators confirmed the expectations of further recovery of the Slovenian
economy in the coming years. For the first time since 2007, we can also expect the economic growth
in all European Union Member States. Like the previous year, 2014 also served with below-average
claims incurred, and in addition, our Company achieved a very significant refurn on investments. It is
therefore pleased to announce that we have reached a very solid refurn on equity of 12.5 percent and
recorded o net profit in the amount of EUR 754 million. A sound underwriting result and o substantial
refurn on investments have brought an important, almost by one third, increase of the Company’s
capital.

Already in the first quarter of 2014, we witnessed the historic huge damage caused by sleet that af-
fected the greater part of Slovenia. This natural catastrophe was followed by extensive and devastat-
ing floods in several Balkan countries, and hailstorms in France, Belgium and Germany. In the second
half of the year, Indio and Pakistan were severely struck by destructive flooding with hundreds of
victims and thousands of people were left homeless. Globally, an exceptionally high number of natu-
ral disasters occurred over 2014, yet the latter were not so extensive for insurance and reinsurance
companies. Estimated insured damage caused by those events is far below the average of the recent
decades, which is reflected in a favourable combined ratio of 96.7 percent.

The equity at the end of 2014 compared with the previous year increased by 29 percent 1o EUR 68.2
million. Our Company managed to maintain the capital adequacy atf a rather high level and even in-
creased it during the year. The ratio of the solvency margin to available capital af the end of the year
amounted to 355 percent, which confirms that the risk of capital inadequacy under Solvency s ex-
tremely low. Both credit rating agencies, Standard and Poor’s and A.M. Best, confirmed the credit rating
“A-" which also proves the Company’s financial strength and guarantees the excellent starting point
for the required adequacy of the coming new capital adeguacy regime.

In 2014, we contfinued with preparations for the implementation of Solvency I, which will come into
force in 2016 and forces new requirements for capital adequacy. Much aftention is devoted to the



TRIGLAV RE Business Report 2014

introduction of an effective risk management system in all business processes, and we also set all the
necessary measures that have to be accomplished until the end of the current year and which will fully
meet all requirements for o new solvency regime.

We are aware that beside the Company’s financial results, the stimulating work environment with
qualified and satisfied employees is a key factor for the successful implementation of the set stratf-
egy. We will continue to follow our ambitious vision and strafegic objectives, which will be achieved
by support of our highly professional, motivated and loyal employees. | believe that in 2015, we will
manage to maintain the Company’s profitability, and above all, we will continue to be focused on the
responsible and safe management of our Company.

Gregor Strazar (MBA)
2 i e
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REPORT OF THE SUPERVISORY BOARD

REPORT OF THE SUPERVISORY BOARD ON THE EXAMINATION OF THE ANNUAL REPORT 2014 OF
POZAVAROVALNICA TRIGLAV RE

The Supervisory Board of Triglav Re, d.d. (hereinafter "the Company”) was actively monitoring the
performance of the Company throughout the year in its regular sessions. The members controlled the
Company’s management and performance, reviewed the implementation of the long-term objectives,
and provided opinions, recommendations and unanimity to the important business decisions of
the Company’s Management Board. The Supervisory Board was informed on the progress of new
developments and changes in business policy on a regular basis.

The Supervisory Board was acting in accordance with its power and competence defined by the
statutory provisions, the Articles of Association and the Rules of Procedure of the Supervisory Board,
and in this regard, took account of the directions of the corporative governance of Zavarovalnica
Triglav, d.d. as the parent company of the Triglav Group.

Based on the provisions of the Companies Act and the Insurance Act, the Supervisory Board reviewed
the Annual Report of the Company for the year 2014 and provided the present report. The Supervisory
Board was also informed on the Opinion of the certified actuary, which forms an integral part of the
report. Furthermore, the Supervisory Board reviewed and approved the Annual Report on internal
audit of the Company.

1. Formal Aspect
1.1 Annual Report

The Supervisory Board reviewed the formal aspects relating to the Annual Report of the Company for
2014.

The Supervisory Board concluded that the Annual Report for the financial year 2014 was produced
within the statutory time limit. Based on the assurance of the Management Board, of the external
audifor (Ernst & Young, d.0.0.) and the authorised actuary Milan Sfjepanovi¢, M.Sc., the Supervisory
Board confirmed that the report included all elements required by the Companies Act, the Insurance
Act and statutory instruments.
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Annual Report contains:

« Accounting Report: financial statements (balance sheet, income statement, statement of equity
changes and statement of cash flows) and notes to the financial statements;

« Manaogement Report.

Annual Report also includes:

« Auditor's Report,

 QOpinion of the certified actuaru.

All minimum elements required by the law are contained in the Annual Report.

The Company established technical provisions and other provisions from the profit. The adequacy of
technical provisions was confirmed by the certified actuary and external auditor.

The external auditor, Ernst & Young, based on the decision of the General Meeting of the Company
on the appointment of the statutory auditor for the financial year 2014, carried out the audit of the
balance sheet as at 31 December 2014, the income statement, statement of changes in equity and
cash flow statement for the year then ended, and of the summary of the important accounting
policies and other explanatory notes. On this basis, Ernst & Young issued the Auditor's Report on 31
March 2015.

In accordance with the requirements of the Insurance Act, the cerfified actuary of the Company,
Milan Stjepanovi¢ M.Sc., actuarially verified the Company’s operations for 2014. On 12 March 2015, he
produced o Report of the certified actuary and Opinion of the certified actuary to the Annual Report
for 2014.

Inaccordance with the provisions of the Paragraph 3, Article 272 of the Companies Act, the Management
Board of the Company presented the Annual Report including Auditor's Report and Opinion of the
certified actuary to the Supervisory Board to review it.

1.2 Proposal for distribution of the balance sheet profit as at 31 December 2014

The Supervisory Board reviewed, from a formal point of view, the proposal of the Management Board
relating to the distribution of the balance sheet profit as at 31 December 2014.

The Supervisory Board does agree with the proposal of the Management Board on the use of the
balance sheet profit and will submit a motion fo the general meeting to adopt a decision on for the
distribution of the balance sheet profit as at 31 December 2014.
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2. Substantive aspect

In 2014 the Supervisory Board consists of the following members:
e Members of the Supervisory Board, shareholder’s representatives:
- Andrej Slapar (President),
- Tomaz Zust (Deputy President)
e« Member of the Supervisory Board, employee representative:
- Sebastjan Debevc.

In 2014, the supervisors held nine (9) sessions, of which two were through correspondence. With

respect to the infernal policies and procedures adopted by the Company, the audit committee assisted
the Supervisory Board.

2.1. Method and scope of the Company’s management control

2.1.1. Meetings of the Supervisory Board
The Supervisory Board performed its supervisory function mainly at the Supervisory Board meetings.
2.1.2. Activities of the Supervisory Board:

In supervising the Company’s management and monitoring business operations, the Supervisory
Board adopted the following major decisions and conclusions:

 approved the audited Annual Report of Triglav Re for the year 2013, made o proposal for distribution
of the balance sheet profit and proposed to the general meeting the appointment of the auditor for
the year 2014;

» took note of the Management Report of Triglav Re for the period from 1)anuary 2013 to 31 December
2013, and regularly reviewed the quarterly financial reports for the year 2014;

» took note of the Auditor's Report, Report of the certified actuary to the Company’s Annual Report
for 2013, Auditor’s appendices to the Annual Report for 2013;

 approved the Annual Report on Internal Audit in 2013, and monifored quarterly reports on infernal
audit for the year 2014;

« qgdopted the medium-term plan for the internal audit of Triglav Re for the period from 2014 to 2016,
and the annual internal audit plan of Triglav Re for the year 2014;

» took note of the Report of the certified actuary and Report on diversification of insurance risks;

« took note of the quarterly reports on the management of liquidity, solvency, capital adequacy and
coverage of technical provisions with investments.

The audit committee performed its duties in accordance with the Article 280 of the Companies Act.



TRIGLAV RE Business Report 2014

2.1.3. Audit Committee

In 2014 the members of the Audit Committee were TomaZ Zust (Chairman), Sebastjan Debevc and
Barbara Morec (independent external expert), and they have five (5) meetings.

Tasks and responsibilities of the Audit Committee are determined by the Companies Act, the Rules of
Procedure of the Supervisory Board and of the Audit Committee, and by the decision of the Supervisory
Board. Certain tasks of the Audit Committee were as follows:

« monitoring the financial reporting process,

» monitoring the effectiveness of internal controls in the company, internal audit and risk
management systems,

« monitoring the statutory audit of annual and consolidated accounts,

« reviewing and monitoring the independence of the auditor for the Company's annual report,
parficularly in the performance of other types of monitoring and other advisory services,

« proposing a candidate for the auditor of the Company’s annual report to the Supervisory Board,

» monitoring the integrity of financial information provided by the Company,

 qssessing the annual report, including submitting a proposal for the Supervisory Board,

 participation in determining the main areas of auditing,

« participation in the preparation of the contract between the auditor and the Company,

« reporting about their work at the meetings of the Supervisory Board.

2.1.4. Opinion on the Annual Report by the Internal Auditing Department

At its meeting on 19 February 2015, the Supervisory Board examined and approved the Annual Report
on internal audit in 2014, which was prepared by the internal audit department on the basis of the
performed activities in 2014. The Supervisory Board confirms that the internal audit service of the
Company carried out its work in accordance with the adopted Internal Audit Programme.

2.1.5. Reporting of the Management Board

The Supervisory Board considers that, based on the reports of the Management Board, it was able to
appropriately monitor and control the Company’s operations and management. The cooperation with
the Management Board is considered as appropriate and in accordance with the law.

3. Auditor's Report

In accordance with its competence under the laow and the Articles of Association, the Supervisory
Board took note of the Auditor's Report whereby the auditors confirmed that the Company’s financial
statements for 2014 in all respects present a frue and fair picture of the financial position of Triglav Re
and that are prepared in accordance with the International Financial Reporfing Standards.
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4. Opinion of the certified actuary

Inaccordance with its competence under the law and the Articles of Association, the Supervisory Board
took note of the opinion of the cerfified actuary who confirmed that the amount of premiums written
by Triglav Re in 2014 and the level of technical provisions as at 31 December 2014 are appropriate, and
within the reasonable actuarial expectations, they provide the Company’s continuous fulfilment of
all liabilities from the reinsurance contracts, and that the assets covering technical provisions exceed
the level of technical provisions and that the assets are invested and dispersed in accordance with
the regulations. The actuary also confirmed that the Company met the regulatory requirements on
capital adequacy. He presented his opinion to the Supervisory Board in the report on the Company’s
operations for 2014.

5. Comments of the Supervisory Board to the Annual Report for 2014
The Supervisory Board has no comments to the Annual Report for 2014, which would retain the
adoption of a decision to approve the Annual Report of Triglav Re.

6. Endorsement of the Annual Report for 2014

The Supervisory Board approved the Annual Report for the year 2014 within the prescribed period, that

is, before the expiry of one month from the submission of the Annual Report 2014 to the Supervisory
Board.

President of the Supervisory Board of
Triglav Re d.d.

Ljubljana, 29 May 2015
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R e e Hecate Tricephalos

about 3rd century CE
Turkey, Anfalya Museum

Refering fo word etymology, we can see that Triglav rep-
resents only an epithet of supreme God. His name should
be franslated as “the three-headed’. Another explanation
of etymology would attribute Greek origins to the name.
Greeks named goddess Hecate Tricephalos as “the three-
headed goddess”.
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TRIGLAV RE, D.D

2 GENERAL INFORMATION ON

Pozavarovalnica Triglav Re, d.d.

Triglav Re

Company limited by shares

MikloSiteva 19, 1000 Ljubljana, Slovenia

www_triglavre.si

E-mail address:

mail@triglavre.si

Company identification number:

1362992

Tax number:

16465423

Entry into the Companies Register:

District Court in Ljubljona, Entry No. 1/31/403/00

Share capital:

EUR 4,950,000.00

President of the Management Board:

Gregor Strazar, M.Sc. (Econ)

President of the Supervisory Board:

Andrej Slapar

Activity according fo the Standard Classification of Activities: Reinsurance
Credit rating: Standard & Poor’s: A -
AM.Best: A -

Ownership structure:

Triglav Insurance Company, Ltd. (100 %).

Triglav Re forms a part of Triglav Group.

2.2 Basic data on Triglav Re

2.21 History of Triglav Re

first time.

Triglav Re was founded in 1998. In the first year of its operations the Company reinsured only the port-
folio of Zavarovalnica Triglav and reached a positive operating result. Thus, the Company fulfilled the
founders’ expectations and had a significant impact on the risk equalisation and risk management in
the Slovenian market. In 2000, the Company starfed its operations on the international market for the
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On the basis of careful and conservative consideration of the risk assumption and risk management,
and the recapitalisation in 2001, the Company has in the following years developed into a reliable part-
ner in the European reinsurance market, especially in the area of Central Europe.

The year 2008 was crucial for the company’s future performance, since Standard & Poor’s Rating Ser-
vices assigned it an "A -" rating. In 2009 the rating was upgraded to "A” with stable outlook, which the
Company retained in 2011 despite tense market conditions. In 2012, Standard & Poor’'s downgraded
the credit rafing 10 "A -" as a consequence of the drop in the credit rating of the Republic of Slovenia.
In November 2012, Standard and Poor’s issued a warning about the potential negative change in the
credit rating of the Republic of Slovenia, and consequently also a warning about the potential negative
outlook for Triglav Re.

In February 2013, Standard and Poor’s actually downgraded the long-term credit rating “A -” of Triglav
Re by one notch to "BBB +", and removed the warning about a possible downgrade. But already in July
2013, Standard and Poor’'s upgraded the Company by one notch fo "A-" with a stable medium-term
outlook. In 2013, Triglav Re was also assessed by the rating agency AM. Best and so the Company
obtained the credit rafing “A -" with stable medium-term outlook

In 2014, Standard & Poor’s reaffirmed the existing long-term credit rating “A -" and financial strength
rating "A -” Both ratings have a stable medium-term outlook. At the regular annual review in October
2014, the credit rating agency AM. Best also confirmed the financial strength rating “A -" and credit
rafing of the issuer "o - *. Both assessments have a stable medium-term outlook.

2.2.2 Anticipated development of Triglav Re in 2015

Despite turbulent market and economic conditions over the last few years, Triglav Re expects a favour-
able future development. One of the Company’s goals in 2015 is o maintain the current credit rating "A
-" ossessed by Standard and Poor’s and AM. Best. The assigned ratings are essential for the Company,
since the credit rating “A -" enables the access to the reinsurance markets, in which the cooperation
with the appropriate level of credit ratings, either due to the requirements of the local insurance market
regulator or due to the internal rules of the company is historically conditioned.

In accordance with the business plan for 2015, Triglav Re will, along with the realisation of the rein-
surance programme within the Triglav Group both in Slovenia and abroad, confinue to increase the
reinsurance operations with the cedants outside the Group. As in the previous years, the growth will
be focused on the conservative underwriting policy and further preservation of a stable and profit-
generating portfolio.
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2.3  Triglav Group
Triglav Re is o subsidiary of Zavarovalnica Triglay, d.d., Ljubljona, MikloSiceva 19.

In addition to Triglav Re, the Triglav Group consists of the following companies:

. Zavarovalnica Triglav, d.d., Ljubljana (controlling company)

. Triglav, Zdravstvena zavarovalnica, d.d., Koper, Slovenia

. Triglav Osiguranje, d.d., Zagreb, Croatia

. Triglav Osiguranje, d.d., Sarajevo, Bosnia and Herzegovina

. Triglav Osiguranje, a.d., Banja Luka, Bosnia and Herzegovina

. Triglav Osiguranje, a.d.o., Novi Beograd, Serbia

. Triglav Pojist'ovna, 0.s., Brno, Czech Republic

. Lovcen Osiguranje, a.d., Podgorica, Montenegro

. Triglav Osiguruvanje AD, Skopje, Macedonia

. Triglav Nalozbe, financna druzba, d.d., Ljubljana, Slovenia

. Triglav Svetovanje, zavarovalno zastopanje, d.0.0., DomzZale, Slovenia
. Triglav avtoservis, d.o.0., Ljubljana, Slovenia

. Triglav, Upravljanje nepremicnin d.d., Ljubljana, Slovenia

. Triglav Skladi, druzba za upravljanje, d.o.o., Ljubljana, Slovenia
. Slovenijales, d.d., Ljubljana, Slovenia

. Triglav INT, d.d., Holding company, Slovenia

2.4  Shareholders’ equity and shareholders of Triglav Re
As at 31 December 2014, the equity of Triglav Re amounted to EUR 68,170,304. The share capital of EUR
4,950,000 is divided into 15,000 ordinary registered no-par value shares. Each share amounting to EUR

330 represents an equal portion and corresponding amount in the share capital.

Shareholders of Triglav Re as at 31 December 2014

SHAREHOLDERS’ EQUITY
(in %)

Zavarovalnica Triglav, d.d. 100.00 15,000
TOTAL 100.00 15,000

NUMBER OF SHARES
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2.5 Credit rating of Triglav Re

On 7 July 2014, Standard & Poor’s Ratings Services confirmed the existing long-term credit and financial
strength rating "A -" of the Triglav Group. At the same time, this meant that Standard & Poor’s also con-
firmed the long-term credit and financial strength rating "A-" of Zavarovalnica Triglav and its subsidiary
Triglav Re. Both ratings have a stable medium-term outlook.

On 26 September 2014, Standard & Poor’s reconfirmed the "A -" rating of Zavarovalnica Triglav and its
subsidiary Triglav Re (and thus of the whole Triglav Group), with a stable medium term outlook.

On 3 October 2014, ot the regular annual review of Triglav Re, the credit rating agency AM. Best also
confirmed the financial strength rating “A -" and credit rating of the issuer "o - *. Both ratings have a
stable medium-term outlook.



Richard Cosway
about 1800, Pen, ink and light brown and grey wash.
London, British Museum

Hecate was variously associated with crossroads, entrance-ways, dogs, light, the
moon, magic, witchcraft, knowledge of herbs and poisonous plants, ghosts, necro-
mancy, and sorcery. In the post-Christian writings of the Chaldean Oracles (2"-3"
century CE) she was regarded with (some] rulership over earth, sea and sky, as well

as a more universal role as Saviour (Soteira), Mother of Angels and the Cosmic World
Soul. She was one of the main deities worshipped in Athenian households as a protec-
tive goddess and one who bestowed prosperify and daily blessings on the family.
http://en.wikipedia.org/wiki/Hecate
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5 GENERAL ECONOMIC
VIRONMENT IN 2014

31 Economic Environment

er, the economy in the European Union grew faster than in 2013. The U.S. economy was able to
quickly recover after o weather-related slump at the beginning of the year, and slightly improved the
previous year's growth rate. The Japanese economy in 2014 was influenced by a sales tox increase.
In China, growth declined slightly but remained at a high level. Global gross domestic product of 2.5
percent increased at about the same rate as in 2013 (2.4 percent), which was less than it was originally
forecast for 2014. Despite improved forecasts for 2015 and 2016, significant negative risks remain in
some advanced economies, parficularly in the euro area and Japan.

yur 2014 was characterized by weak global economic growth, i.e. by an average of 2.6 percent.
Ho

At the end of 2014 economic growth in the euro area rose slightly, but remained weak, with confidence
in the economy below the level of the first half of 2014. In addition, the economy of the euro area was
influenced by o moderate deflation due o the substantial fall in oil prices. In January, the European
Central Bank announced a massive release of funds, which resulted in an additional decline in the value
of the euro and in the reduction in the required bond yields.

Economic development in Slovenia was af the end of the year under the influence of the rapid growth
of export and weaker domestic demand. Growth in the processing industry was supported by the im-
proved prices and technological competitiveness that remained solid; the export demand has grown
in and outside the EU. However, the growth of public investments has continued to slow down, which
resulted in the construction industry, which is due to the lack of private investments almost entirely
dependent on public projects. Private services were also affected by the ongoing crisis which reflected
in the weaker domestic demand in the fourth quarter. Consequently, the one-year surplus in the cur-
rent account deficit increased to 5.8 percent of GDP. This is, above all, the result of the growing trade
surplus; and furthermore, the primary deficit income continued to increase due to the high inferest
burden on the public debf.

Despite some improvements in the labour market conditions, a high level of unemployment remained
one of the key macroeconomic problems; moreover, the safety of new jobs was also reduced. In Janu-
ary 2015, the number of registered unemployed compared with December 2014, increased by almost
5,000 to over 124,000. Unemployment remains highly structural, and its high level, however, hinders the
recovery of private consumption and makes a fiscal consolidation difficult.
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Prices in 2014, measured by HICP, were on average lower by 0.7 percent, which was significantly in-
fluenced by lower energy prices. At the same fime, the growth of the inner core inflation indicators
remained unchanged at 0.8 percent, reflecting the continued weak but positive growth in prices which
are not directly dependent on developments in the global raw materials markets.

The fiscal situation in Slovenia is improving. Despite the significant increase in investments, the income
growth in the consolidated balance of government finances was higher by 3 percentage points in com-
parison with the growth of expenses by the cash flow methodologu. In 2014, the European Commission
estimated that the deficit according to ESA 2010 methodology omounted to 5.4 percent of GDP, mainly
due to o number of one-off expenses and higher interest payments. The 2015 budget projected a defi-
cit of 2.9 percent of GDP which would enfirely be o consequence of interest payments.

Economic developments on the global market

Real GDP Growth Consumer Price Index Unemployment Rate

2013 2014 2015 2013 2014 2015 2013 2014 2015
Advanced Economies 14 1.8 23 1.4 16 18 79 73 7
Euro Area -0.4 0.8 13 1.4 05 09 120 120 1.2
Spain -1.2 13 17 15 00 06 261 24.6 235
Sweden 16 21 27 0.0 01 14 8.0 8.0 78
Slovenia -1.0 1.4 1.4 18 05 10 10.0 10.0 9.5
Israel 33 25 28 15 0.8 1.8 6.3 6.0 6.0
South Korea 30 37 40 13 16 2.4 31 31 31
Germany 05 1.4 15 16 09 13 53 53 53
Italy -19 -0.2 09 13 01 05 12.2 126 120
Austria 03 1.0 19 2] 17 1.7 49 5.0 49
China 77 74 71 26 23 25 4] 4] 4]
Croatia -09 -0.8 05 22 -03 02 16.6 16.8 171
Montenegro 35 23 34 22 -06 13 / / /
Iran -19 15 2.2 34.7 19.8 200 10.4 1.6 1.2
Turkey 4] 30 30 75 9.0 70 9.0 95 10.0

Source: IMF, World Economic Outlook, October 2014.

The macroeconomic environment in Slovenia shows that the economy in 2015 will not yet fully recover,
which can result in the lower premium income in Slovenian market and hence lower reinsurance pre-
mium income for the Company. However, the rest of the world is emerging from the recession, which
enables the global markets to increase the premium growth. Since there were no major catastrophes
in the past few years, the reinsurance capacity will continue to increase, but the profitability will de-
crease despite the larger volume of insurance premiums.
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3.2 Capital markets

In 2014, Ljubljona Stock Exchange again marked a growth with encouraging numbers. SBI TOP index
ended the year positively, and market capitalization of shares haos increased due to the rise in stock
prices and recapitalizations. Above all, it should be noted that the overall furnover of the stock market
increased by 75.2 percent compared to 2013. In 2014, the Slovenian stock companies regained the value.
SBI TOP index has been increasing for the third consecutive year, in 2014 by 19.6 percent. The largest
volume of the Ljubljona Stock Exchange turnover was represented by shares amounting to EUR 60811
million or 88.6 percent of the total furnover. Bonds amounted to 10.1 percent of total turnover and com-
mercial paper with a 1.3 percent share of the total furnover. The most fraded shares in 2014 were those
of Krka, Letrika and Pivovarna Lasko. The shares of Krka generated 270 percent of the turnover of all
shares on the stock market, the shares of Letrika 111 percent, and Pivovarna Lasko 8.9 percent.

In 2014, the total assets of the banking system in Slovenia decreased by EUR 1.6 hillion, and the annual
growth rate amounted t0 -3.9 percent. The reduction in banking operations is slowing down, and for the
first time ofter the year 2011 there was a notable increase in the volume of liabilities to foreign banks.
The volume of liahilities to the ECB also increased due to the participation of banks in the targeted
long-term refinancing operation (TLTRO). At the end of 2014, all segments of the non-banking sector
with the exception of foreigners showed o positive annual growth of deposits and a very stable quar-
terly growth in household deposits can be observed. In 2014, the first time since the beginning of the
crisis, a positive annual net inflow into mutual funds can be observed.

3.3 Insurance market

While the economic environment continues to be weak for a number of OECD countries, the situation in
insurance markets has started to improve with noficeable premium growth in many countries. Life sec-
tor premiums grew at a healthy pace in a number of countries that had been facing limited or negative
growth since the economic and financial crisis. Premiums continued to register growth in most emerg-
ing market economies in Asia and Latin America.

Weak economic growth has limited the profitability of life insurers in recent years and affected the
range of products being offered. Changes in motor vehicle insurance markets that allowed for premium
increases in some countries had a positive impact on results for the non-life sector. However, other
countries continued to face a highly-competitive motor insurance market leading to limited premium
growth. The weak economic environment in a number of countries continued to impact the non-life
sector which has yet to recover in many of the countries most impacted by the economic and financial
crisis.

In 2014, Europe slightly increased its share in the global insurance market. According to the latest of-
ficial figures of Swiss Re for 2013, Europe collected more than 35 percent of the global insurance pre-
mium or 1.4 percentage point more than in the previous year. In 2013, North and South America collected
for 0.8 percentage point lower premium volume than in 2012 and had o 34 percent global share. Asia
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has slightly weakened its position and its share decreased by 0.7 percentage points to 27 percent.
Africa and Oceania again slightly increased their share and collected together nearly 4 percent of the
world’s insurance premium volume. On the global insurance scale for 2013, the Slovenion insurance
market ranks 55th on the scale and represents 0.06 percent of the total world market (the same as
in in 2013). Considering the premium per capita in 2014, Slovenia is ranked 29th (one place lower than
the previous year) on the global scale and 26th in insurance penetration, i.e. a share of premium in GDP
(one place lower than in 2013).

3.4 Insurance market in Slovenia

In 2014, 14 insurance companies and 4 foreign branches operated in the Slovenian insurance market.
They collected the gross premium written of EUR 1.937 hillion which is slightly less than in the previ-
ous year (index 979). Among them, there were 9 composite insurance underfakings and 9 specialized
companies (i.e. for life, health or non-life insurance).

In the collected premium volume amounting to EUR 1.937 billion, non-life insurance premium represents
a share of 72 percent, and life insurance of 28 percent. As regards the non-life and life premium (index
of 98.2 and 96.9), a decrease was recorded in comparison to the previous year. These figures do not
include data on insurance operations carried out directly by the insurance companies from other EU
Member States. Their share is gradually increasing, but is sfill, according to our estimation, negligible.

The four largest insurance companies controlled 72.1 percent of the Slovenian insurance market (in 2013,
72.39 percent). Zavarovalnica Triglav d.d. maintained a leading position with a market share of 30.5
percent. Insurance companies with majority foreign capital such as Generali, Merkur, Grawe, Wiener
Stddtische, Allianz, Ergo, Ergo Life Insurance, Arag SE, collected EUR 210.4 million of insurance premium,
and increased their market share from 10.8 percent in 2013 10 10.9 in 2014.

In the life insurance market, Zavarovalnica Triglav reached a share of 32.5 percent, while in the non-life
market of 29.8 percent. At 31 December 2014, the market share of Triglav Re stood at 44.5 percent and
compared to the previous year it increased by 0.6 percentage point.

Market shares of insurance companies Market shares of reinsurance companies
operating in Slovenia in 2014 operating in Slovenia in 2014

Triglav Ltd Triglav Re
30.5% 445%

«>
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Giuseppe Archimboldo
16" century

Triglav might have originally been understood as some dragon-like being. Moreover, the tricephaly of Slavic dragons is a well-known
motif from folklore. Among the East Slavs, Zmey Gorymc was offen imagined with three heads. Among the South Slavs, dragon-like
or serpent-like beings of conclusively chthonic nature usually bear foreign names, such as Turkish Azdaja, which is also most offen
imagined as being three-headed.

http://sms.zrc-sazu.si/pdf/16/01-sms16-trkanjec.pdf



TRIGLAV RE Business Report 2014

L4 RISK MANAGEMENT

ic characteristic of (re)insurance is a risk taking in exchange for an agreed (re) insurance pre-
sk management has thus always been integral to the operations of each (re)insurance com-
with the introduction of Solvency | and the upcoming Solvency Il, it is considerably gaining in
and effect. Therefore, the Company pays recently a particular attention fo the infroduction
gement system in all business processes.

Risk management can be understood as o process that encourages the informed and responsible ex-
posure to a wide range of risks, depending on the willingness and ahility to take risks. To achieve o sofe
and successful operation it is necessary fo establish an effective and comprehensive risk manoge-
ment system that provides appropriate means of risk management and risk control, thereby enabling
better business decisions.

Key principles of assuming and managing risk in the Company are:

« involvement of the management and supervisory bodies in the risk management process,
* gssuming risks within the capabilities, and/or with regard to the capital strength,

« fimely settlement of liabilities when due,

« appropriate organizational structure with clear mandates and responsibilities,

« securing and spreading the appropriate risk management culture,

« acting in accordance with the low and regulations.

On 1January 2016, the new Solvency Il Directive will come into force, which was created as o response
to the instabilities in the financial markets. The key objective of Solvency Il is to ensure safe and sound
operations of (re)insurance companies, which would ensure greater protection and security of the In-
sured. (Re)insurance companies will thus provide adequate capital for the assumed risk, the manage-
ment system and the adequacy of implemented risk management processes.

4.1  Structure and process of risk management

The person responsible for the area of risk management is dealing with the coordination and imple-
mentation of the requirements of Solvency II, taking into account the guidelines and requirements of
the parent companu.

Within the Manaogement Board, a professional advisory body “Risk Management Committee” operates
to which the Management Board has delegated a part of its competence related to the risk manage-
ment. The Committee meets af least quarterly. Its key functions are: monitoring the exposure o key
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risks, capital adequacy, liquidity position and results of capital models, validation of internal regula-
tions and methodologies in the field of risk management, monitoring the adequacy of the risk man-
agement system, reviewing the adequacy of the control environment and control over the compliance
of operations with laws and regulations in the field of risk management.

In order to ensure effective risk management, the Company has developed the risk management sys-
tem af three levels:

- The first level
The primary responsibility for active risk management rests with individual divisions, which are in
charge of appropriote and effective infernal controls and the implementation of business activities
within the set limits and in accordance with the strategic goals.

- The second level
The second level consists of the Risk Management Committee, a person responsible for risk man-
agement and a person responsible for compliance of operations. They create the effective risk man-
agement system and are responsible for the establishment and development of methodologies
used for risk identification; for risk measurement and assessment, for the development of assets
and liahilities management models, setting investment policy limits and operational risk limits, veri-
fying compliance with the valid regulations.

- The third level
The third level is represented by the Infernal Audit Department, which, in accordance with the legal
requirements, regularly tests the effectiveness and reliability of the internal control environment
and provides independent opinions on the risk management. Furthermore, it controls activities from
the first and the second level.

Process of the effective risk management system consists of the following parts:

Risk identification: This is the process to identify and understand all the risks that are or could occur
in the business. Reinsurance company has for this purpose established o Register of risks, which con-
tains a list and description of existing and potential risk types.

Risk measurement and assessment: Measurable risks are assessed using accepted methodologies
based on mathematical and stafistical fechniques. Risks which are difficult to be measured are esti-
mated using qualitative techniques. On the basis of risk rates, the Company can assume and imple-
ment appropriate risk management measures and monitor movements in exposure to a particular risk.

Risk management and control: Response of the Reinsurer to exposed risk depends on its capital
strength, risk appetite, business and regulatory environment and economic point of view. The costs
of the use of risk mitigation techniques shall be lower than the volume of consequences of a possible
realization of the risk, taking into account the likelihood of its recurrence. The Company can choose
between:
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- Risks avoiding (avoiding those business activities that may lead to unacceptable level of risk expo-
sure)

- Risk assumptions (investment in business activities with acceptable costs of a risk)

- Risk mitigation (limiting the risk to an acceptable level)

- Transfer of risk (different types of reinsurance for potential [0sses).

Management of the Company shall ensure that the risk exposure remains within the appetite for risk-
assumption, that the choice of the reinsurance program of assumed risks is appropriate and that its
assets and investments management provides capital adequacy and liquidity of the Company’s op-
eratfions.

Risk reporting shall allow the systematic and timely access to information about the risks needed o
create the optimal functioning and response to internal and external decision-makers. In accordance
with legal regulations, the Company calculates and reports o the supervisory bodies on the capital
adequacy, the level of technical provisions; on the amount, type and diversification of assets covering
technical provisions, and other statistics.

4.2 Risks

Company’s risks are divided into insurance, financial and operational risks, which are in more detail
presented below.

4,21 Insurance risk
Risk of insufficient technical provisions

Triglav Re sets aside technical provisions, appropriate by substance and amount, for all assumed rein-
surance business, both for the reinsurance business assumed in the current year and for thot assumed
for equalisation since the Company’s establishment. The risk related to technical provisions is the pos-
sible risk that technical provisions are lower than they should be to cover future liabilities from already
concluded reinsurance operations and possible claims from risks arising from performed activities. This
risk is managed primarily by comparing previous provisions for outstanding claims and subsequent
actual liabilities incurred, by applying actuarial methods in formation of specific technical provisions,
and by the prudent formation of provisions for outstanding claims.

Pursuant to the Insurance Act and implementing regulations on the more detailed rules and minimum
standards for the calculation of technical provisions, Triglav Re makes provisions for unearned premi-
ums, provisions for outstanding claims, equalisation provisions for credit insurance which are recorded
under equity, provisions for bonuses, rebates and cancellations, and other technical provisions, such
as provisions for unexpired risks. Such calculoted provisions constitute the basis for the preparation
of financial statements in compliance with the IFRS. The level of the sef-aside technical provisions
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is verified with the liability adequacy test (LAT). In case of non-life insurance, liabilities are subject to
a liability adequacy test only for unearned premium provisions, while the provisions for outstanding
cloims and provisions for bonuses and rebates are deemed to be made in an adequate amount and
therefore the application of the liability adequacy test is not needed. In the adequacy tests of provi-
sions for unearned premiums, Triglav Re considers the difference between the sum of expected claims
and expected expenses, i.e. between the combined rafio and unearned premium provisions.

At least once per year, the Company reviews the adequacy of technical provisions by the so-called
runoff analysis, which determines whether the originally estimated technical provisions are sufficient
for future liabilities. The accuracy of the analysis increases with the distance from previous years.

The technical provisions formed shall be adequate and sufficient to ensure o permanent capacity to
meet all liabilities of Triglav Re from reinsurance contracts, and has to comply with statutory require-
ments. The adequacy of the provisions is also audited and opproved by the appointed cerfified actuary
of Triglav Re.

Reinsurance risks related to premiums and claims

Reinsurance risks are related to the uncerfainty of reinsurance events. These are the risks that reinsur-
ance claims are higher than expected and/or that premiums earned are lower than expected.

Premium risk management is the responsibility of the heads of deparfments who underwrite reinsur-
ance business. They take care that all the procedures related fo the conclusion of the reinsurance
contracts are carried out ot a highly professional level. In addition, they are responsible for designing
a strategy regarding the reinsurance portfolio exposure to particular catastrophe events and regions.

A key aspect of the reinsurance risk faced by Triglav Re is the concentration of reinsurance risk aris-
ing from a particular event or series of events. Such a concentration may arise through o number of
reinsurance contracts with the same territorial scope of cover. It could also arise from the accumulation
of risks within a number of different insurance classes. Concentrations of risk can arise in low frequen-
cy loss events (e.g. natural disasters), in situations in which the Company is exposed to unexpected
changes in frends (e.g. unexpected changes in human mortality) or unexpected changes in legislation
that could have an impact on the amount of indemnities. It is very difficult o estimate the amount of
claims, since the seftlement of [oss incurred prior to the balance sheet date depends on future events
and their development. In this context, the provisioning risk arises. The amount of provisions for claims
is calculated in complionce with the actuarial practice based on realisable assumptions, methods and
estimates, while the assumptions are regularly tested and adjusted.

Retention Risk
Retention risk is the risk that a large number of net (aggregate) losses would occur due to catastrophic

events or concentrated loss events. The Company shall with appropriate reinsurance program com-
pensate the parts of the assumed risks that are in excess of its own shares from the Table of the
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Company’s maximum coverage. Tables of maximum coverage limits are set for each insurance class
wherein the maximum amount of coverage varies between classes. The Company manages refention
risk through professional underwriting, measuring the exposure by geographic areas for various natu-
ral hazards, especially by setting appropriate net retention limits and designing appropriate reinsur-
ance programs.

4.2.2 Financial risks

Financial risks comprise market risk, liquidity risk and credit risk. The theorefical part of financial risks
is presented below, while its guantitative impact is explained under the item 13.4 in the Accounting
Report.

Markef risks

Investment risk is the risk of loss arising from adverse changes in market risk factors (price of equities,
interest rates, exchange rates, credit spreads, etc.), which may adversely affect the value of investments.

Investment risk derives from the investment portfolio, whose purpose is to provide security for the
holders of reinsurance policies, and therefore it is required that technical provisions are totally covered
by investments.

The basic rules for the management of investment risk based on:

- odequate dispersal of investments so as to avoid excessive dependence on an individual type of
investment, individual issuer, group of companies, geographical area and excessive accumulation of
risk in the portfolio as a whole,

- good credit quality of the loan portfolio and

- high investment liquidituy.

The use of derivatives is permitted only when they contribute to the reduction of risks or facilitate ef-
ficient portfolio management.

By using sensitivity analyses and stress scenarios, the Company regularly verifies its vulnerability to
changes in the various risk factors and adjusts them accordingly.

Interest rate risk is the risk of loss due to changes in the value of interest-sensitive financial instru-
ments resulting from adverse changes in market interest rafes and inadequate rate matching assets
and liabilities.

A key tool for limiting exposure to interest rate risk represents the limit system, which prescribes the
maximum permissible interest rate mismatch between assets and liabilities; it also restricts the type
of permitted debt instruments in the investment portfolio and prohibits speculatfion of interest rate
derivatives.

35
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The company manages interest rate risk by buying or selling financial instruments with appropriate
maturity and type of inferest rates, leases and/or places deposits, chooses duration of the interest
periods on the liahilities side and adjusts the maturity of reinsurance contracts.

By using sensitivity analyses and stress scenarios, the Company regularly verifies its vulnerability to
changes in interest rates and adjusts accordingly.

Foreign currency risk is the risk of loss due to changes in foreign currency exchange rafes and inad-
equate currency matching of assets and liabilities.

A key tool for limiting exposure To foreign currency risk represents a limit system through which the
Company limits the maximum permissible net foreign currency position, which is defined as the maxi-
mum deviation (in %) of surplus value over the technical provisions in foreign currency.

The Company continuously balances currency risk by monitoring:

trends in all balance sheet and off-balance sheet items that affect its currency positions,
mismatch of assets and liabilities as well as inflows and outflows of each foreign currency,
forecast trends in foreign exchange rates and

- estimated volume of foreign exchange transactions.

Liquidity risk

Liquidity risk is the risk of been unable to provide liquide resources. This is the risk of loss if the Com-
pany is not able to timely pay all accounts payable, or due to its inability to provide sufficient funds to
settle the liabilities at maturity the Company is forced to provide the necessary finance af significantly
higher costs than normal. The liquidity risk also includes market liquidity risk, which is the risk of loss
when positions in financial instruments cannot be sold or replaced in a short period of tfime without o
significant impact on the market price, either due to insufficient market depth or due to market imbal-
ances or other causes.

The main objective of liguidity management is to ensure that the Company at any time have sufficient
liquid assets to fimely and prompt payment of current liabilities.

Liquidity risk management is carried out mainly through the weekly calculation of the liquidity position
and liquidity ratio, and regular monitoring of inflows and outflows. Liquidity risk is reduced through
diversified maturity deposits, which provide coverage of daily liquidity needs, as well as through highly
liguid covering assets, which can be in normal market conditions quickly and without higher costs
liguidated. In the case of calls to ensure the payment of large losses to the cedant (the so-called cash-
calls), liquidity risk is controlled by the opposite (passive) reinsurance business, i.e. by a retrocession
confract with an appropriate amount of cash calls. Usually, o longer period of fime is needed fo settle
an extensive claim.
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Credit risk

Counterparty default risk is defined as the risk of losses affecting the Company as o result of changes
in the financial situation of business partners, issuers of securities and other debtors.

The Company manages credit risk in accordance with the Insurance Act, the implementing regulations
of the Agency for Insurance Supervision and infernal rules to impose surplus funds in bank deposits
or debt securifies of companies with an appropriate credit rating which is regularly monitored. In ac-
cordance with the internal rules, the credit rating of the Reinsurers (Retrocessionaires) generally should
not be lower than the "BBB +" by Standard and Poor’s, respectively "B ++" by AM. Best, except for the
outward reinsurance of liability insurance and motor liability insurance where a credit rating shall not
be less than "A -".

Concentration risk is the risk associated with excessive concentration of exposure 10 a single counter-
party or o group of connected clients (including financial conglomerates). To avoid over-dependence on
a specific business partner, retrocessionaire, issuers of financial investments, geographical areas and
cerfain industries, the corresponding dispersion of credit risk exposure is required.

4,23 Operational risk

The company devotes continual attention fo the management of operational risk that is defined as the

risk of loss resulting from inadequate or failed:

- implementation of internal processes (causes of the risk of inadequate organization and inappropri-
ate business processes can be found in work process interruptions, lack of information, business
interruptions, inadequate cost management, poor document management and conftrol, inadequacy
in internal change management, etc.)

- conduct of employees (causes of human resources risks can be found in inadequate human re-
source management, staffing mistakes, inadequate internal regulations, etfc.)

- functioning of the implemented systems (risk of inadequate information technology, which in-
cludes applications and infrastructure, fechnical aids, etc.) and

- management of external events and their effects (legal risk, loss of credit ratings, unfair competi-
tion, efc.).

Operational risk does not include strategic and reputation risk.

Efficient management of operational risks is based on a system of internal controls that are improved
and upgraded from year to year. Triglav Re manages the organisation and business process risks by
the adjustments of internal organisation, delimitation of responsibilities and the gradual computeriso-
tion of business processes. The staffing risks is managed by applying a system of knowledge fransfer
among the employees and with consistent education and training. The key element of managing in-
formation technology risk is the restructuring of the information system that will support all reinsur-
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ance processes, while the key part of legal risk management lies in the continuous monitoring of new
legislation and the active participation of a legal expert in all business decisions.

4.3 Capital adequacy

Capital odequacy is calculated in line with the legislative and executive acts. Thus, the Company shall
at any time dispose with an adequate amount and quality of capital related o the assumed risks,
which is reflected in the capital requirements (CRD). Under current reqgulatory requirements (Solvency 1),
the capital must be ot least equal to the capital requirements calculated by using the premium rafio or
loss ratio, namely that of the two, which is higher. The Company calculates the capital adequacy only
for operations in non-life insurance business, since it does not carry out operations in the life insurance,
except for the part when the risk of death is reinsured (without saving part); however, the assumed
risks are in the vast majority refroceded to foreign reinsurers.

In 2014, the Company continued to intensify preparations for the new solvency regime (Solvency 1),
which should be fully entered into force in the beginning of 2016. When implementing the new re-
quirements, the Company follows the guidance of the parent company Zavarovalnica Triglav which
has established for this purpose a Solvency Il project. The aim of the project is the most automated
and continuous process of calculating (quantitatively and qualitatively) the capital requirements under
Solvency Il and timely reporting to the supervisory authorities. Therefore, the Company along with the
parent company has implemented a software tool Tagetik, which will support reporting under the first
and third pillar of the Solvency Il Directive.

In 2014, the Company paid considerable attention to the requirements of the second pillar of Solvency
II, which relate primarily to the appropriate corporate governance and risk management systems and
requirements within own risk and solvency assessment, which will be a key area of preparation in 2015.

At least once per year, the amount of required and available capital is also reviewed by the equity mod-
els by the international rating agencies Standard and Poor’s and AM. Best, which represents a part of
the process of the on-going review of the Company’s rating. The thus calculated copital requirements
are generally higher than those required under applicable law.

When making decisions about capital management, the results of the capital odequacy calculated in
accordance with regulatory requirements and the results of capital models shall be considered. At the
same time it shall be tfaken into account that the legal requirements are binding, and that meeting the
capital adequacy requirements of credit rating agencies is one of our main strategic objectives.



[
R E e Anancient Efruscan vase from Caere depicting Heracles
presenting Cerberus fo Eurystheus
€. 525BC

Cerberus in Greek and Roman mythology, is a three-headed dog,
with a serpent’s tail, a mane of snakes, and a lion’s claws. He
guards the enfrance of the Greek underworld fo prevent the dead
from escaping and the living from entering. Cerberus is featured in
many works of ancient Greek and Roman literature...
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5 FINANCIAL RESULTS

In 2014, Triglav Re generated net profit amounting to EUR 7544,759 which primarily results from favour-
able cloims developments on a global scale and high return on investments.
einsurance premium

e gross reinsurance premium amounted o EUR 105,198,717 and in comparison with 2013, it
d at approximately the same level.

Reinsurance premium in 2014 compared fo 2013

in EUR

YEAR 2014 YEAR 2013 INDEX PLAN 2014 INDEX TO PLAN
GROSS PREMIUM TOTAL 105,198,717 105,015,611 100.2 107318,992 98.0
NET PREMIUM TOTAL 57890,385 56,581,753 102.3 55,883,445 103.6

Breakdown of gross reinsurance premium by territories

Caribbean and Central America 0.3% Central and West Asia 51%

Western Europe 6.9%

East Asia 8.9%

South and South-East Asia 1.2%
South Africa 01%

Eastern Europe 6.5%

Northern Europe 4.2%

Southern Europe 66.8%
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Compared to the previous year, the net premium volume increased by 2.3 percent as the consequence
of a reduction in outward reinsurance operations in 2014,

Structure of gross reinsurance premium in 2014 Structure of net reinsurance premium in 2014
Other liability
Other liability Other reinsurance ) reinsurance
reinsurance 41% Other reinsurance 97%
8.0% 31%
Motor reinsurance
18.0%
Motor reinsurance
218%
Marine and Avia-
tion reinsurance
5.6%
Marine and Aviation
reinsurance
6.0%
Property reinsurance
Property reinsurance 59.5%

64.4%

Note: Gross reinsurance premium by class of business is presented in the Chapter on Performance indicators.

The largest portion in the structure of gross reinsurance premium is represented by the property re-
insurance which in 2014 decreased by 0.4 percentage point compared to 2013. The share of motor
reinsurance also decreased by 2.1 percentage points. On the other hand, the portion of other liability
reinsurance increased by 2.4 percentage points, and also of marine and aviation reinsurance by 01
percentage point.

In the net reinsurance premium structure, the share of other liability reinsurance increased by 3.4 per-
centage points, while the share of motor reinsurance decreased by 2.2 percentage points, of marine
and aviation reinsurance by 0.9 percentage point and of property reinsurance by 0.4 percentage point.

Net reinsurance premium income (calculated from gross reinsurance premiums reduced by reinsurers’
share and adjusted by the change in gross unearned premium corrected for the reinsurers’ share in un-
earned premium) amounted To EUR 57716,257 in 2014 and it increased by 0.8 percent compared 1o 2013.
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5.2 Reinsurance claims
In comparison with the preceding year, the gross claims decreased by 174 percent and omounted o
EUR 50,526,261. They were by 1.0 percent lower than planned; while the net claims were at approxi-

mately the same level as planned.

Settled claims in 2014 compared to 2013

in EUR
INDEX
YEAR 2014 YEAR 2013 INDEX PLAN 2014 70 PLAN
GROSS CLAIMS TOTAL 50,526,261 61177268 826 56,778,854 89.0
NET CLAIMS TOTAL 37900687 37711.205 1005 37911.236 100.0
Structure of gross reinsurance claims in 2014Structure of net reinsurance claims in 2014
Other liability ~ Other reinsurance Ofher liability
reinsuronce 28% Other reinsurance Lo peoo e
4.8% 1.9% 5.5%

Motor reinsurance
20.2% Motor reinsurance
22.6%

Marine and Avia-
‘gt;r;/relnsurunce Marine and Aviation
=70 reinsurance
6.6%
Property reinsurance Property reinsurance
65.3% 63.5%

Note: Gross reinsurance claims by class of business are presented in the Chapter on Performance indicators

In 2014, the majority of gross claims occurred in the property and motor reinsurance. Compared to 2013,
the highest increase in gross claims, i.e. by 2.9 percentage points, was recorded in marine, aviation and
property reinsurance, while the share of gross claims in other liability reinsurance fell by 5.7 percentage
points.

The structure of net claims is similar since the majority of net claims is also related to the property
reinsurance (63.5 percent) and 22.6 percent to motor reinsurance.
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In 2014, net claims incurred (gross claims incurred, reduced by reinsured share and adjusted by the
change in gross claims provisions corrected for the reinsurers’ share in these provisions) amounted o
EUR 40,526,546 and were by 72 percent higher than the net claims incurred in 2013.

5.3 Gross loss ratio

Gross l0ss ratio, which represents the ratio of gross claims paid and gross premiums written, decreased
by 10.2 percentage points in 2014, mainly due to lower amount of claims paid in 2014 compared to 2013.

in EUR

0 200 % 40.0% 60.0 % 80.0 % 100.0 %
e

0 20,000,000 40,000,000 60,000,000 80,000,000 100,000,000 120,000,000

I GROSS REINSURANCE PREMIUMS GROSS CLAIMS PAID M GROSS LOSS RATIO

5.4 Commission income and expenses

Commission income in 2014 amounted to EUR 10,002,303 and compared to the previous year increased
by 16.4 percent. On the other hand, commission expenses amounting to EUR 22,016,606 increased by
5.3 percent, so that the net commission expenses in 2014 amounted 1o EUR 12,014,303.

5.5 Financial income and expenses

As at 31December 2014, the financial investments amounted to EUR 147728,259 and in comparison with
the previous year increased by 15.8 percent or by EUR 20,192,844.



42 TRIGLAV RE Business Repart 2014

Structure of financial investments

in EUR
STRUCTURE STRUCTURE

31.12. 2014 2014 31.12. 2013 2013 INDEX
Shares ond ofher voriable yield 131,878 1% 179,530 1% m2
securities
Debr ond ofher fixed yield 140515.709 95% 16.601.712 91% 1205
securities
Shares in investment funds 1182,412 1% 982177 1% 120.4
Bank deposits 1,026,208 1% 4,591,525 4% 22.4
Financial derivatives 0 0% 3,623 0% 00
Other financial investments 10,000 0% 10,000 0% 100.0
Rgmsurers investments from 3682.052 2% 416,848 30 884
reinsurance contracts
TOTAL FINANCIAL INVESTMENTS 147,728,259 100% 127,535,415 100% 15.8

The Company reported the following investment structure by maturity as at 31 December 2014:
 long-term financial investments amounting to EUR 136,126,852,

 short-term financial investments amounting to EUR 6,026,208,

« financial investments in the Triglav Group companies amounting to EUR 1,893,147,

 retained premiums ot Cedants earned from reinsurance contracts amounting to EUR 3,682,052.

The largest part of investments is represented by debt securities, followed by Reinsurers’ investments
from reinsurance contracts. The portions of deposits with banks, investment funds and of shares rep-
resent the lowest amount in the investment structure.

The structure of all types of investment remains similar to that of the previous year. The share of debt
securities increased by 4.0 percentage points; while the share of deposits with banks decreased by
3.0 percentage points and of financial investments from reinsurance contracts by 1.0 percentage point.
The shares of investment funds and shares remained at the same level as in the previous year.

The carrying return of the entire investment portfolio amounted 0 5.2 percent in 2014, while in 2013 it
was 3.0 percent.
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Investment income, investment expenses and return on investments

in EUR

2013

2014

0.00  1,000,000.00 2,000,000.00 3,000,000.00 4,000,000.00 5,000,000.00 6,000,000.00 7000,000.00 8,000,000.00 9,000,000.00

I INVESTMENT INCOME INVESTMENT EXPENSES I RETURN ON INVESTMENTS

Financial income in 2014 amounted to EUR 8,857500, while financial expenses amounted to EUR
1,684,574. Total return amounted to EUR 7172,927 which is 88.8 percent more than in the previous year.

The company’s investment policy in 2014 remained conservative, and taking info account the principles
of security, profitability and marketability, the structure of investment portfolio has been optimized by
the appropriate, diversified and spread investments of the assets covering technical provisions and
own resources. In 2015, the Company will continue to monitor the unstable financial situation and will
accordingly invest the funds in less risky and correspondingly profitable investments.

5.6 Operating expenses

Gross operating expenses in 2014 compared to the previous year increased by 2.9 percent. Depreciation
costs, compared o 2013, decreased by 14.3 percent; and other operating expenses also decreased by
8.6 percent. However, lobour costs increased by 75 percent as a result of new employments and ser-
vices provided by natural persons. Asset management expenses for the year 2014 amounted to EUR
230,218 (in 2013 to EUR 232,103) and are recognized in the income statement under “financial expenses”.

Breakdown of operating expenses

in EUR
YEAR 2014 YEAR 2013 INDEX
Depreciation of operating assets 58,509 68,238 85.7
Labour costs 2,316,600 2155459 1075
Costs of services provided by individuals
not engaged in business activity, including 8,336 4,070 204.8
contributions
Other operating expenses 715,051 782,643 914
TOTAL OPERATING EXPENSES 3,098,496 3,010,410 102.9
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5.7 Financial result indicators

YEAR 2014 YEAR 2013
Retention rate 55.0% 53.9%
f:g;gsc;fpgrgoms?uﬁﬁg}islm written outside the Group 2590 226%
Share of net operating expenses to gross premium 2.9% 2.9%
Loss ratio* 701% 65.7%
Expense ratio* 26.6% 270%
Combined ratio 96.7% 92.7%

*Calculated according o the S&P methodology




[}
R e e Hercules Capturing Cerberus

Series: The Labors of Hercules

Hans Sebald Beham

1545, engraving, 5.24 x 778 tm

Los Angeles County Museum of Art (LACMA)

Cerberus is the offspring of Echidna, a hybrid half-woman and half-serpent, and
Typhon, a gigantic monster even the Greek gods feared. Its siblings are the Lernaean
Hydra; Orthrus, a two-headed hellhound; and the Chimera, a three-headed monster.

In most works of the three heads respectively see and represent the past, the pres-
ent, and the future, while other sources suggest the heads represent birth, youth, and
old age. Cerberus was always employed as Hades’ loyal watchdog, and guarded the
gates that granted access and exit to the underworld.
http://en.wikipedia.org/wiki/Cerberus
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b FINANCIAL POSITION

As at 31 December 2014, the Company’s balance sheet total amounted o EUR 252,676,152 and in-
creased by 10.2 percent compared to 31 December 2013.

6.1 Financial assets

As at 31 December 2014, the financial assets, which constitute 78.0 percent of total assets, increased
by 14.6 percent compared o 31 December 2013, whereas the receivables which represent 21.8 percent
of total assets decreased by 3.0 percent. Other assets also decreased.

Structure of financial assets

in EUR

31.12.2013 56.887158 I 283,631

31,12, 2014 55208962 [] 26670

0 30,000,000 60000000 930000000 120000000 150,000,000 180,000,000 210,000,000 240,000,000 270,000,000

I INVESTMENTS RECEIVABLES EOTHER

6.2 Financial liabilities

The largest portion of liabilities represents gross technical provisions, reaching as much as 55.0 percent.
As ot 31 December 2014, the total equity of the Company amounted to EUR 68,170,304 and increased
by 28.7 percent in comparison to 31 December 2013. A substantial share of liabilities is represented by
other liabilities which at 31 December 2014 amounted to EUR 44,587,970 or 176 percent, and were mainly
related to the liahilities from the reinsurance operations.
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Structure of liabilities

in EUR

31.12.2013

31.12. 2014 44587970 | Lk

0 30,000,000 60000000 950000000 120000000 150,000,000 180,000,000 210,000,000 240,000,000 270,000,000

MEQUITY 71 GROSS TECHNICAL PROVISIONS I OTHER LIABILITIES ~ I OTHER LIABILITIES

6.3 Financial position indicators

YEAR 2014 YEAR 2013
Share of capital in total liohilities 270% 231%
Return on equity 12.5% 13.4%
Share of gross technical provisions in total liabilities 55.0% 573%
Share of financial assets in fotal assets 58.5% 55.6%
Capital surplus 35,073,948 28,452,459
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" R Ea Allegory of Prudence
‘| Titian and workshop

about 1550-65, Oil on canvas, 75.5 x 68.4 cm
London, National Gallery of Art

The three heads allude to the three ages of man: youth, maturity and old age. The inscription is arranged in three sections associated
with the respective heads underneath. The left head resembles Titian himself in old age; the bearded central man has been thought fo
represent his son Orazio, while the youth may depict his cousin and heir, Marco Vecellio (born 1545).

The triple-headed beast - wolf, lion and dog - is a symbol of prudence.
http://www.nationalgallery.org.uk/paintings/fitian-and-workshop-an-allegory-of-prudence




7 SIGNIFICANT EVENTS AFTER
THE END OF THE ACCOUNTING
PERIOD, TRANSPARENCY OF
FINANCIAL RELATIONS AND
NDICATORS CALCULATED BY THE
METHODOLOGY OF THE SLOVENIAN
NSURANCE SUPERVISION AGENCY

71 Significant events after the end of the accounting period

There were no significant events that could affect the Company’s position after the end of the ac-

counting period.

72  Transparency of financial relations

According to the Act on transparency of financial relations and separate accounts for various activities,

the Company is listed in the group of public companies and public credit institutions.

In 2014, the Company did not receive any public funds as set out in the said Act.
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R E @ Row of three heads in profile to left

Wenceslaus Hollar affer Leonardo da Vinci
1645, Efching, 30 x 63 mm
Germany, Achenbach Foundation
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EY

Building a better
waorking world

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS
To the users of the summary Annual Report of Pozavarovalnica Triglav Re, d.d.

The accompanying summary financial statements, which comprise the summary balance sheet as at
31 December 2014, the summary income statement, summary statement of comprehensive income,
summary cash flow statement, and summary statement of changes in equity and for the year then
ended, are derived from the audited financial statements of Pozavarovalnica Triglav Re, d.d. for the
year ended 31 December 2014. We expressed an unmodified audit opinion on those financial
statements in our report dated 31% March 2015.

The summary financial statements do not contain all the disclosures required by International Financial
Reporting Standards as adopted by the EU. Reading the summary financial statements, therefore, is
not a substitute for reading the audited financial statements of Pozavarovalnica Triglav Re, d.d.

Management’s Responsibility for the Summary Financial Statements

Management is responsible for the preparation of a summary balance sheet as at December 31, 2014,
summary income statement, summary statement of comprehensive income, summary cash flow
statement and summary statement of changes in equity for the year then ended in accordance with
International Financial Reporting Standards.

Auditor's Responsibility

Our responsibility is to express an opinion on the summary financial statements based on our
procedures, which were conducted in accordance with International Standard on Auditing (ISA) 810,
Engagements to Report on Summary Financial Statements.

Opinion

In our opinion, the summary financial statements derived from the audited financial statements of
Pozavarovalnica Triglav Re, d.d. for the year ended 31 December 2014 are consistent, in all material
respects, with those financial statements.

Ljubljapa, 31 March 2015 "
l ’ /; _sf!
[ ERNST & VY [ I
: LIND | & ) N
Jane {Jranfc g _? CU NG Primoz Kovatic
Diregtor revizija, poslovno Certified Auditor
Erndt & Young d.c.o. SVE‘tOUF:.‘}_J—_‘; d.o.o., l.jubljana 1

Dupajska cesta 111
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Statement of financial position

3 FINANCIAL STATEMENTS

in EUR
Note BALANCE AS AT BALANCE AS AT

31.12. 2014 31.12. 2013
ASSETS 252,676,152 229,304,729
Intangible assets 11 15,015 24,686
Property, plant & equipment 1.2 171,959 182,483
Financial investments in Group’s companies 14 1,893,147 1,712,253
Financial investments in other companies 1.4 145,835,113 125,823,162
- loans and deposits 4,718,261 9,288,204
- available for sale 140,989,550 116,323,919
- recognized at fair value 127302 211,039
Technical provisions ceded to Reinsurers 15 49,472,230 44,598,526
Receivables n.6 55,208,962 56.887158
- receivables from reinsurance and co-insurance 55,205,257 56.882.838
- other receivables 3,705 4,319
Other assets n7z 74,909 64,878
Cash and cash equivalents 4,816 11,584
EQUITY AND LIABILITIES 252,676,152 229,304,729
Equity n8 68,170,304 52,949,850
- share capital 4,950,000 4,950,000
- share premium 1,146,704 146,704
- reserves from profit 2.955,378 2,828,169
- revaluation surplus 10,269,542 2,593,847
- retained earnings 41,431130 34,879,665
- net profit for the year 7417550 6,551,466
Technical provisions 1.9 139,034,656 131,430,434
- unearned premiums 20,648,887 21,093,821
- provisions for outstanding claims 117.968,995 109,850,372
- other technical provisions 416,775 486,241
Other provisions 1110 163,081 132,410
Deferred tox liabilies 13 1,729,091 104,037
Operating liabilities mn 42,858,879 44,060,574
- liabilities from reinsurance and co-insurance 42,637649 43,739,381
- current tax liabilities 221,230 321193
Other liabilities mm 720141 627424

Notes to financial statements are an infegral part of the financial statements and shall be read in

conjunction with them.
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8.2 Income statement

in EUR
Note YEAR 2014 YEAR 2013

NET PREMIUMS EARNED 121 57716,257 57277631
- gross reinsurance premiums written 105,198,717 105,015,611
- premiums written ceded for retrocession -47308,333 -48,433,858
- change in unearned premiums 174,027 695,877
TOTAL INCOME FROM FINANCIAL ASSETS 12.2 8.857500 6,764,985
- income from financial assets in related companies 98,258 98,801
- income from financial assets in other companies 8,759,242 6,666,184
OTHER REINSURANCE INCOME 12.3 10,002,303 8,596,581
- commission income 10,002,303 8,596,581
OTHER INCOME 3,250 28,662
NET CLAIMS INCURRED 12.4 -40,526,546 -37814,780
- gross claims paid -50,526,261 -61177268
- retrocessionaires’ share of claims paid 12,625,574 23,466,064
- change in provisions for outstanding claims -2,625,858 -103,575
CHANGE IN OTHER TECHNICAL PROVISIONS 61,356 185,137
EXPENSES FOR BONUSES AND REBATES 8110 454
OPERATING EXPENSES 125 -2,868,277 2,778,308
- insurance acquisition costs -1122,585 -995,543
- other operating expenses -1,745,692 -1,782,765
EXPENSES FROM FINANCIAL ASSETS AND LIABILITIES 12.2 -1.684,574 -2,966,378
- Expenses from financial assests in other companies -1,684,574 2,966,378
e e e e :

- losses on disposal of investments -36,736 -662,595

- expenses from chainge in fair value -151,547 0

- other financial expenses -1,496,291 -1,895,260
OTHER REINSURANCE EXPENSES 22,174,198 21,034,268
- commission expenses 123 -22,016,606 20,913,598
- other expenses -157592 120,669
OTHER EXPENSES 12.5. 308,215 -268,770
PROFIT BEFORE TAX 9,086,968 7990,945
TAX EXPENSES 12.6. -1.542,209 -1,311,889
NET PROFIT FOR THE PERIOD 7544,759 6,679,057
Basic net earnings per share 503 Euros/share 445 Euros/share
Diluted net earnings per share 503 Euros/share 445 Euros/share

Notes to financial statements are an integral part of the financial statements and shall be read in
conjunction with them.
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8.3 Statement of comprehensive income

inEUR

Note YEAR 2014 YEAR 2013
Net profit/loss for the year after tax 7,544,759 6,679,057
Other comprehensive income after tax 7,675,695 -318,546
Items that may be reclassified to profit or loss in 7,675,695 -318,546
later periods
Net gains/losses from the remeasurement of avail- 1.8. 9,247825 -301,228
able-for-sale financial assets
- gains/losses recognized in fair value reserve 9,444,627 333,646
- fransfer of gains/losses from fair value reserve 1o 196,802 -634,874
profit or loss
Tax on other comprehensive income 12.6. -1,572)30 -17318
Comprehensive income for the year after tax 15,220,454 6,360,511
Basic net earnings per share 503 Euros/share 445 Euros/share
Diluted net earnings per share 503 Euros/share 445 Euros/share

Notes to financial statements are an infegral part of the financial statements and shall be read in
conjunction with them.



8.4 Statement of cash flow

inEUR
YEAR 2014 YEAR 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Income statement items 2,887,351 6,998,631
Net written premiums for the period 57.890,385 56,581,753
Investment income (excluding financial income), arising from: 693,151 5,440]64
- technical provisions 693,151 5,385,155
- other sources 0 55,009
Other operating income (excluding revaluation and provisions' reductions) and financial income from 3250 28,662
operating receivables

Net claims for the period -37900,687 -3771,204
Bonuses and rebates paid 453
Net operating expenses excluding depreciation charges and accrued insurance acquisition expenses -15,216,615 -15,032,349
Investment expenses (excluding amortization and financial expenses) financed from: -1156.,486 -880,682
- technical sources -1,018,745 -861,089
- other sources 137741 -19,593
Si:)hneg]operutlng expenses excluding depreciation (except for revaluation and without increase in provi- 157591 366,025
Income tax and other taxes excluded from operating expenses -1,268,056 -1,062.141
Changes in net operating assets (insurance receivables, other receivables, other assets and de-

ferred tax assets and liabilities) - operating items from the statement of financial position LLZl -548.191
- opening less closing reinsurance receivables 1,689,308 -799,773
- opening less closing other receivables from (re)insurance operations 11,726 175,403

- opening less closing other receivables and assets 614 24,516

- closing less opening reinsurance liabilities -1101,732 34,031

- closing less other liabilities (excluding unearned premiums) -113,506 71758

- closing less opening deferred fax liabilities 0 -54]26
Net cash from operating activities 3,350,310 6,450,440
CASH FLOW FROM INVESTING ACTIVITIES

Cash inflows from investing activities 157,009,576 198,452,152
Interest received from investing activities 04,342,744 4,460,930
- investments financed from technical provisions 4,275,869 4,389,669
- other investments 66,875 71,261
Cash inflows from profit sharing related fo investing acfivities 50163 32,092

- investments financed from technical provisions 47904 32,092

- other investments 2,259

Cash inflows from the disposal of intangible assets financed from 0 0

- technical provisions 0 0

- other sources 0 0
Proceeds from disposal of property, plant and equipment items financed from: 556 23107

- technical provisions 556 0

- other sources 23107
Proceeds from disposal of long-term financial investments financed from: 69,455,317 76,418,108
- technical provisions 66,690,248 75,210,303
- other sources 2,765,069 1207805
Proceeds from disposal of short-term financial investments, financed from: 83,160,796 117517915
- technical provisions 82,676,000 117517915
- ather sources 484,796 0
Cash outflows from investing activities -160,366,654 -204,906,360
Payments for acquisition of infangible assets -2,200 -18,041
Payments for acquisition of property, plant and equipment items financed from: -32,660 -88.801

- technical provisions 0 0

- other sources -32,660 -88,801
Payments for acquisition of non-current investments, financed from: -79,715,686 -87880,188
- technical provisions -75,083,220 -87880,188
- other sources -4,632,466 0
Payments for acquisition of current investments, financed from: -80,616,108 -116,919,330
- technical provisions -80,616,108 -116,919,330
- other sources 0 0

Net cash from investing activities -3,357,078 -6,454,208
CASH FLOWS FROM FINANCING ACTIVITIES
Cash outflows from financing activities 0 0
Payments for dividends and other shares in profit 0 0
Net cash from financing activities 0 0
Closing balance of cash and cash equivalents 4,816 1,584
x) Net cash for the period -6,768 -3,769
y) Opening balance of cash and cash equivalents 1,584 15,353

Notes to financial statements are an integral part of the financial statements and shall be read in conjunction with

them.
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between 5™ - 8™ centuries, relief, high 6,1 m
India, Elephanta caves on Elephanta Island

The image depicts a three-headed Shiva, representing Panchamukha Shiva. The three heads are said o represent three essential

| aspects of Shiva: creation, protection, and destruction. The right half-face (west face] shows him as a young person with sensuous lips,
emboadying life and its vitality. In his hand he holds an object resembling a rosebud, depicting the promise of life and creativity. This
face is closest to that of Brahma, the creator or Uma or Vamadeva, the feminine side of Shiva and creator of joy and beauty. The left
half-face (east face) is that of a moustached young man, displaying anger. This is Shiva as the terrifying Aghora or Bhairava, the one
whose anger can engulf the entire world in flames, leaving only ashes behind. This is also known as Rudra-Shiva, the Destroyer. The
central face, benign and meditative, resembles the preserver Vishnu. This is Tatpurusha, “master of positive and negative principles of
existence and preserver of their harmony” or Shiva as the yogi Yogeshwar in deep meditation praying for the preservation of humanity.
http://en.wikipedia.org/wiki/Elephanta_Caves
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9 NOTES TOFINANCIAL STATEMENTS

9.1  Reporting entity

Triglav Re is o company limited by shares, with its registered office at Miklosiceva ulica 19, Ljubljana.
ompany is a reinsurance company reinsuring non-life and life (only death risk) insurance in com-
with the provisions of the Insurance Act.

mpany’s sole and ultimate shareholder is Zavarovalnica Triglav d.d. with its registered office ot
iCeva 19, in Ljubljana, Slovenia.

Triglav Re is a member company of the Triglav Group. The consolidated annual report for Triglav Group
is prepared by Zavarovalnica Triglav d.d. The annual report of the Triglav Group is available at the head-
quarters of Zavarovalnica Triglav d.d., MikloSiceva cesta 19, Ljubljana, Slovenia.

9.2 Basis for preparation

9.21 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU, with the Companies Act and Insurance Act. The 2014 financial
statements were authorised for issue by the Management Board of Triglav Re on 12 February 2014.

The qudited 2014 financial statements shall be adopted by the Supervisory Board of Triglav Re in com-
pliance with the Arficles of Association, the Companies Act and IAS 10, and together with the Report of
the Supervisory Board presented to the Shareholders’ Meeting of Triglav Re for information. The owner
of Triglav Re is allowed to subsequently change the financial statements of Triglav Re.

The financial statements of Triglav Re represent separate financial statements.

9.2.2 Functional and presentation currency

Financial statements are presented in euros which is the currency of the primary economic environ-
ment, i.e. the Republic of Slovenia, in which the Company operates. In the financial statements, the
amounts are rounded to one euro.
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9.2.3 Basis of measurement

Financial statements are based on o historical cost approach, except for financial assets at fair value.

9.2.4 Use of the accounting judgements and estimates

The preparation of financial statements in conformity with IFRS requires that the Management Board
provides judgments, estimates and assumptions that affect the application of accounting policies and
reporfed amounts of assets, liabilities, income and expenses. The estimates and associafed assump-
tions are based on historical experience and various other factors that are considered to be reasonable
in the circumstances and on information available ot the date of preparation of the financial state-
ments, and form the basis of making the judgments on carrying values of assets and liahilities that are
not clearly evident from other sources. Such estimates may change the profit or loss.

The estimates and assumptions are regularly reviewed. Adjustments of accounting estimates are rec-
ognised in the period in which the estimate was corrected and in all future periods which will be af-
fected.

The accounting judgements and estimates are mostly used in the assessment of premiums, commis-
sions and provisions for reinsurance contracts.

9.2.5 New standards and interpretations which have not yet entered into force

The accounting policies, used in the preparation of the financial statements are consistent with those
of the annual financial statements for the year ended 31 December 2013, except for the new and
amended standards and interpretations entered info force on 1)january 2014, as presented below.

» |AS 28 Investments in Associates and Joint Ventures (Revised)

« |AS 32 Financial Instruments: Presentation (Amended) - Offsetting Financial Assets and Financial
Liahilities

» |FRS 10 Consolidated Financial Statements, 1AS 27 Separate Financial Statements

« |FRS 11joint Arrangements

 |FRS 12 Disclosures of Interests in Other Enfities

 |AS 39 Financial Instruments (Amended): Recognition and Measurement - Novation of Derivatives
and Continuation of Hedge Accounting

 |AS 36 Impairment of Assets (Amended) — Recoverable Amount Disclosures for Non-Financial Assets

« |FRIC Interpretation 21: Levies

IAS 28 Investments in Associotes and Joint Ventures (Revised)

As o consequence of the new IFRS 11 Joint arrangements and IFRS 12 Disclosure of Interests in Other



TRIGLAV RE Business Report 2014

Enfities, 1AS 28 Investments in Associafes, has been renamed IAS 28 Investments in Associates and
Joint Ventures, and describes the application of the equity method to investments in joint ventures in
addifion to associotes. Revised standard has no impact on the Company’s financial position or perfor-
mance.

I1AS 32 Financial Instruments: Presentation (Amended) - Offsetting Financial Assets and Financial Li-
abilities

These amendments clarify the meaning of “currently has a legally enforceable right to set-off”. The
amendments also clarify the application of the IAS 32 offsetting criteria to settlement systems (such
as central clearing house systems) which apply gross seftlement mechanisms that are not simulto-
neous. Revised standard has no impact on the Company’s financial position or performance, since no
offsetting agreements are made.

IFRS 10 Consolidated Financial Statements and IAS 27 Separate Financial Statements

IFRS 10 replaces the portion of IAS 27 Consolidated and Separate Financial Statements that addresses
the accounting for consolidated financial statements. It also addresses the issues raised in SIC-12 Con-
solidation — Special Purpose Entities. IFRS 10 establishes a single control model that applies 1o all
entities including special purpose entities. The changes infroduced by IFRS 10 will require management
to exercise significant judgment to determine which entities are controlled and therefore are required
0 be consolidated by a parent, compared with the requirements that were in IAS 27. Revised standard
has no impact on the Company’s financial position or performance.

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities — Non-monetary
Contributions by Venturers. IFRS 11 removes the option to account for jointly controlled entities (JCES)
using proportionate consolidation. Instead, JCES that meet the definition of o joint venture must be
accounted for using the equity method. Revised standard has no impact on the Company’s financial
position or performance.

IFRS 12 Disclosures of Interests in Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 27 related to consolidoted financial
statements, as well as all of the disclosures that were previously included in I1AS 31 and IAS 28. These
disclosures relate fo an enfify’s interests in subsidiaries, joint arrangements, associates and stfruc-
tured enftities. A number of new disclosures are also required. Revised standard has no impact on the
Company’s financial position or performance.

IAS 39 Financial Instruments (Amended) Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting
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Under the amendment there would be no need to discontinue hedge accounting if a hedging derivative
was novated, provided certain criteria are met. The IASB made o narrow-scope amendment to IAS 39 to
permit the continuation of hedge accounting in certain circumstances in which the counterparty to a
hedging instrument changes in order o achieve clearing for that instrument. Revised standard has no
impact on the Company’s financial position or performance.

IAS 36 Impairment of Assets (Amended) — Recoverable Amount Disclosures for Non-Financial Assets

These amendments remove the unintended consequences of IFRS 13 on the disclosures required under
IAS 36. In addition, these amendments require disclosure of the recoverable amounts for the assets or
CGUSs for which impairment loss has been recognised or reversed during the period.

IFRIC Interpretation 21 Levies

The Interpretations Committee was asked to consider how an entity should account for liahilities to
pay levies imposed by governments, other than income taxes, in its financial statements. This Infer-
pretation is an interpretation of 1AS 37 Provisions, Contingent Liabilities and Contingent Assets. IAS 37
sets out criteria for the recognition of o liahility, one of which is the requirement for the entity to have
a present obligation as a result of a past event (known s an obligating event). The Interpretation
clarifies that the obligating event that gives rise to a liability to pay a levy is the activity described in
the relevant legislation that friggers the payment of the levy. Revised standard has no impact on the
Company’s financial position or performance.

New IFRS Standards and Interpretations not yet effective

IAS 16 Property, Plont & Equipment and IAS 38 Intangible assets (Amendment): Clarification of Accept-
able Methods of Depreciation and Amortization

The amendment is effective for annual periods beginning on or after 1january 2016. This amendment
clarifies the principle in IAS 16 Property, Plant and Equipment and IAS 38 Infangible Assets that revenue
reflects a pattern of economic benefits that are generated from operating a business (of which the as-
setis part) rather than the economic benefits that are consumed through use of the asset. As a resulf,
the ratio of revenue generated fo total revenue expected to be generated cannot be used to depreci-
ate property, plant and equipment and may only be used in very limited circumstances to amortise
intangible assets. The amendment has not yet been endorsed by the EU. The Company will assess the
potential impact that this standard could have on the Company’s financial position or performance. The
Company will assess the potential impact of the newly adopted standard.

IAS 16 Property, Plant & Equipment and IAS 41 Agriculture (Amendment): Bearer Plants
The amendment is effective for annual periods beginning on or after 1)January 2016. Bearer plants will

now be within the scope of IAS 16 Property, Plant and Equipment and will be subject to all of the re-
guirements therein. This includes the ability to choose between the cost model and revaluation model
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for subsequent measurement. Agricultural produce growing on bearer plants (e.g., fruit growing on a
tree) will remain within the scope of IAS 41 Agriculture. Government grants relating to bearer plants will
now be accounted for in accordance with 1AS 20 Accounting for Government Grants and Disclosure of
Government Assistance, instead of in accordance with 1AS 41. The amendment has not yet been en-
dorsed by the EU. Revised standard has no impact on the Company’s financial position or performance.

1AS 19 Employee benefits (Amended): Employee Contributions

The amendment is effective for annual periods beginning on or after 1 February 2015. The amendment
applies To contributions from employees or third parties to defined benefit plans. The objective of
the amendment is to simplify the accounting for confributions that are independent of the number
of years of employee service, for example, employee contributions that are calculoted according to a
fixed percentage of salary. The amendment will have no impact on the Company’s financial position or
performance as it has no employee benefit plan in which contributions from employees or third parties
are collected.

IFRS 9 Financial Instruments — Classification and measurement

The standard is applied for annual periods beginning on or after 1 jJanuary 2018 with early adoption
permitted. The final phase of IFRS 9 reflects all phases of the financial instfruments project and replaces
IAS 39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. The
standard intfroduces new requirements for classification and measurement, impairment, and hedge ac-
counting. The standard has not yet been endorsed by the EU. The new standard will have an impact on
the classification and measurement of Company’s financial assets, but no impact on the classification
and measurement of Company’s financial liabilities.

IFRS 11 joint arrangements (Amendment): Accounting for Acquisitions of Inferests in Joint Operations

The aomendment is effective for annual periods beginning on or ofter 1january 2016. IFRS 11 addresses
the accounting for inferests in joint ventures and joint operations. The amendment adds new guidance
on how to account for the acquisition of an interest in a joint operafion that constitutes a business in
accordance with IFRS and specifies the appropriate accounting freatment for such acquisitions. The
amendment has not yet been endorsed by the EU. Revised standard has no impact on the Company’s
financial position or performance.

IFRS 14 Regulatory Deferral Accounts

The standard is effective for annual periods beginning on or after 1January 2016. The aim of this interim
standard is to enhance the comparability of financial reporting by entities that are engaged in rate-
regulated activities, whereby governments regulate the supply and pricing of particular types of activ-
ity. This can include uftilities such as gas, electricity and water. Rafe regulation can have a significant
impact on the timing and amount of an entity’s revenue. The IASB has o project to consider the broad
issues of rate regulation and plans to publish a Discussion Paper on this subject in 2014. Pending the
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outcome of this comprehensive Rate-reguloted Activities project, the IASB decided to develop IFRS 14
as an interim measure. IFRS 14 permits first-time adopters to continue to recognise amounts relafed to
rate regulation in accordance with their previous GAAP requirements when they adopt IFRS. However, To
enhance comparability with enfities that already apply IFRS and do not recognise such amounts, the
standard requires that the effect of rate regulation must be presented separately from other items.
An entity that already presents IFRS financial statements is not eligible to apply the standard. This
standard has not yet been endorsed by the EU. Considering that the Company is already preparing its
financial statements on the basis of the requirements of IFRS, the new standard has no impact on if.

IFRS 15 Revenue from Contracts with Customers

The standard is effective for annual periods beginning on or after 1January 2017 IFRS 15 establishes
five-step model that will apply to revenue earned from a contract with a customer (with limited excep-
tions), regardless of the type of revenue transaction or the industry. The standard’s requirements will
also apply to the recognition and measurement of gains and losses on the sale of some non-financial
assets that are not an output of the enfity’s ordinary activities (e.g., sales of property, plant and equip-
ment or intangibles). Extensive disclosures will be required, including disaggregation of total revenue;
information about performance obligations; changes in contract asset and liability account balances
between periods and key judgments and estimates. The standard has not been yet endorsed by the
EU. The Company is reviewing the impact of the new standard and it will be applied at the fime of entry
into force.

IAS 27 Separate Financial Statements (amended)

The omendment is effective from 1January 2016. This amendment will allow entities to use the equity
method to account for investments in subsidiaries, joint ventures and associates in their separate
financial statements and will help some jurisdictions move to IFRS for separate financial statements,
reducing compliance costs without reducing the information available fo investors. This amendment
has not yet been endorsed by the EU. Revised standard has no impact on the Company’s financial
position or performance.

Amendment in IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and
Joint Ventures: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The amendments address an acknowledged inconsistency between the requirements in IFRS 10 and
those in IAS 28, in dealing with the sale or contribution of assets between an investor and its associ-
ate orjoint venture. The main conseguence of the amendments is that a full gain or loss is recognized
when a fransaction involves a business (whether it is housed in o subsidiary or not). A parfial gain or
loss is recognized when o fransaction involves assets that do not constitute a business, even if these
assets are housed in a subsidiary. The amendments will be effective from annual periods commencing
on or affer 1)anuary 2016. The amendments have not yet been endorsed by the EU. Revised standard
has no impact on the Company’s financial position or performance.
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Annual Improvements to IFRSs 2010 - 2012

The I1ASB has issued the Annual Improvements to IFRSs 2010 - 2012 Cycle, which is a collection of
amendments o IFRSs. The amendments are effective for annual periods beginning on or after 1 Feb-
ruary 2015. The Company will use the annual improvements listed below for the preparation of the
financial statements for the year 2015.

 |FRS 2 Share-based Payment: This improvement amends the definitions of ‘vesting condition’ and
‘market condition’ and adds definitions for ‘performance condition’ and ‘service condition” (which
were previously part of the definition of 'vesting condition’).

» |FRS 3 Business combinations: This improvement clarifies that contingent consideration in a busi-
ness acquisition that is not classified as equity is subsequently measured ot fair value through
profit or loss whether or not it falls within the scope of IFRS 9 Financial Instruments.

« |FRS 8 Operating Segments: This improvement requires an entity to disclose the judgments made by
management in applying the aggregation criteria to operating segments and clarifies that an entity
shall only provide reconciliations of the total of the reportable segments’ assets 10 the enfify’s as-
sefs if the segment assets are reported regularly.

 |FRS 13 Fair Value Measurement: This improvement in the Basis of Conclusion of IFRS 13 clarifies that
issuing IFRS 13 and amending IFRS 9 and IAS 39 did not remove the ability to measure short-ferm
receivables and payables with no stated interest rate at their invoice amounts without discounting
if the effect of not discounting is immaterial.

» |AS 16 Property Plant & Equipment: The amendment clarifies that when an item of property, plant
and equipment is revalued, the gross carrying amount is adjusted in a manner that is consistent
with the revaluation of the carrying amount.

» |AS 24 Related Party Disclosures: The amendment clarifies that an enfity providing key manaoge-
ment personnel services to the reporting enfity or to the parent of the reporting enftity is a related
party of the reporting entitu.

 |AS 38 Infangible Assets: The amendment clarifies that when an intangible asset is revalued the
gross carrying amount is adjusted in a manner that is consistent with the revaluation of the carrying
amount.

Annual Improvements to IFRSs 2011 - 2013

The IASB has issued the Annual Improvements 1o IFRSs 2011 - 2013 Cycle, which is a collection of amend-
ments 1o IFRSs. The amendments are effective for annual periods beginning on or affer 1january 2015.
The Company will use the annual improvements listed below for the preparation of the financial state-
ments for the year 2015.

» |FRS 1 First-fime adoption of IFRS: This improvement clarifies that an entity may choose o opply
either a current standard or a new standard that is not yet mandatory, but that permits early ap-
plication, provided either standard is applied consistently throughout the periods presented in the
entity’s first IFRS financial statements.

» |FRS 3 Business Combinations: This improvement clarifies that IFRS 3 excludes from its scope the
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accounting for the formation of a joint arrangement in the financial statements of the joint arrange-
ment itself.

 |FRS 13 Fair Value Measurement: This improvement clarifies that the scope of the portfolio excep-
tion defined in paragraph 52 of IFRS 13 includes all contracts accounted for within the scope of 1AS
39 Financial Instruments: Recognition and Measurement or IFRS 9 Financial Instruments, regardless
of whether they meet the definition of financial assets or financial liabilities as defined in 1AS 32
Financial Instruments: Presentation.

 |AS 40 Investment Properties: This improvement clarifies that determining whether a specific tfrans-
action meets the definition of both a business combination as defined in IFRS 3 Business Combi-
nations and investment property as defined in IAS 40 Investment Property requires the separafe
application of both standards independently of each other.

Annual Improvements to IFRSs 2012 - 2014

The 1ASB has issued the Annual Improvements to IFRSs 2012 - 2014 Cycle, which is a collection of
amendments to IFRSs. The amendments are effective for annual periods beginning on or after 1janu-
ary 2016. These annual improvements have not yet been endorsed by the EU. The Company will use
the annual improvements listed below for the preparation of the financial statements for the year
2016.

» |FRS 5 Non-current Assets Held for Sale and Discontinued Operations: The amendment clarifies that
changing from one of the disposal methods to the other (through sale or through distribution to
the owners) should not be considered to be a new plan of disposal, rather it is a continuation of the
original plan. There is therefore no interruption of the application of the requirements in IFRS 5. The
amendment also clarifies that changing the disposal method does not change the date of classifi-
cation.

 |FRS 7 Financial Instruments: Disclosures: The amendment clarifies that a servicing confract that
includes a fee can constitute continuing involvement in a financial asset. Also, the amendment clari-
fies that the IFRS 7 disclosures relatfing o the offsetting of financial assets and financial liabilities
are not required in the condensed interim financial report.

» |AS 19 Employee Benefits: The amendment clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than the
country where the obligation is located. When there is no deep market for high quality corporate
bonds in that currency, government bond rates must be used.

» |AS 34 Inferim Financial Reporting: The amendment clarifies that the required inferim disclosures
must either be in the interim financial statements or incorporated by cross-reference between the
interim financial statements and wherever they are included within the greater interim financial
report (e.g., in the management commentary or risk report). The Board specified that the other
information within the interim financial report must be available to users on the same terms as the
interim financial statements and at the same fime. If users do not have access to the other informa-
tion in this manner, then the interim financial report is incomplete.

» [FRS10, IFRS 12 and IAS 28: Investment Entities: Appluing the Consolidation Exception (Amendments)
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The amendments address three issues arising in practice in the application of the investment enfi-
ties consolidation exception. The amendments are effective for annual periods beginning on or after
1 January 2016. The amendments clarify that the exemption from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity, when the invest-
ment entity measures all of its subsidiaries ot fair value. Also, the amendments clarify that only o sub-
sidiary that is not an investment entity itself and provides support services to the investment entity
is consolidated. All other subsidiaries of an investment entity are measured at fair value. Finally, the
amendments 10 I1AS 28 Investments in Associates and Joint Ventures allow the investor, when applying
the equity method, to retain the fair value measurement applied by the investment entity associate or
joint venture fo its inferests in subsidiaries. These amendments have not yet been endorsed by the EU.
The amendments have no impact on the Company’s financial statements.

« |AS 1. Disclosure Initiative (Amendment): The amendments to IAS 1Presentation of Financial State-
ments further encourage companies 1o apply professional judgment in determining what informa-
tion o disclose and how to structure it in their financial statements. The amendments are effective
for annual periods beginning on or affer 1)January 2016. The narrow-focus amendments 1o IAS clarify,
rather than significantly change, existing IAS 1requirements. The amendments relate o materiality,
order of the notes, subtotals and disaggregation, accounting policies and presentation of items of
other comprehensive income (OCI) arising from equity accounted Investments. These amendments
have not yet been endorsed by the EU. The Company is assessing the potential impact that this
amendment could have on the structure of the Company’s individual financial statements.

9.3 Significant accounting policies

The Company shall prepare the financial statements on a going concern basis. This report is a sum-
marized version of the Annual Report of Triglav Re, d.d. for the year 2014, written and published in the
Slovene language. Referring to the full report, it highlights information assessed by the Management
as significant and important.

9.3.1 Property, plant and equipment

Recognition and measurement
[tems of property, plant and equipment are measured at the cost less accumulated depreciation ad-
justment and impairment losses, if anu.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the Company and its cost can be measured reliably. The costs of the day-to-day servicing of
property, plant and equipment are recognised in profit or loss when incurred.

6/
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Depreciatfion
Depreciation is recognised in profit or [0ss on a straight-line basis over the estimated useful life of each
part of an item of property, plant and equipment.

The estimated useful lives are as follows:

» Equipment 4 years
« Fixtures, fittings and motor vehicles 8 years

Depreciation methods and useful lives are reassessed and adjusted if appropriafe at each reporting
date. Goins and losses on disposals are determined by comparing proceeds with carrying amount and
are included in the income statement.

9.3.2 Intangible assets

Recognition and measurement
Intangible assets that are acquired by Triglav Re and have finite useful lives are measured at the cost
less accumulated amortisation and accumulated impairment losses.

Subsequent costs
Subsequent costs are recognised only when they increase the future economic benefits embodied in
the specific asset to which they relate. All other expenses are recognised in profit or loss when incurred.

Depreciation
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of in-
tangible assets from the datfe that they are available for use. The estimated useful lives are as follows:

» Soffware 5 years

The useful lives of assets are reviewed and adjusted if appropriate at each reportfing date. Gains and
losses on disposals are determined by comparing proceeds with carrying amounts and are included in
the income statement.

9.3.3 Financial instruments

Classification and recognition

The Company classifies its financial instruments in the following categories: financial assets at fair
value through profit or loss, loans and receivables, available-for-sale financial assets, and operating
and other financial liabilities measured at amortised cost. The classification depends on the purpose
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for which the financial assets and liabilities were acquired. The Management Board determines the
classification of financial assets and financial liabilities at initial recognition.

Financial assets and liabilities at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets that are classified as held for
trading or on initial recognition designated by the Company as at fair value through profit or loss. De-
rivative financial instruments are always clossified as financial instruments held for trading.

As stated above, financial assets at fair value through profit or loss are classified in two sub-catego-
ries: financial instruments held for frading, and those recognised by the Management as at fair value
through profit or loss at inception. Assets held for tfrading are those assets that the Company acquires
or takes over principally for the purpose of selling or repurchasing in the near term or holds as a part of
a portfolio that is managed fogether for short-term profit or position taking.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Loans and receivables arise when Triglav Re provides money 1o a
debtor with no intention of tfrading with the receivable and include loans o customers, deposits with
banks and debt securities for which no active market exists and have been reclassified into this cat-
egory in 2008, pursuant to IAS 39.50E.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated as available-for-sale
financial assets or not classified in any of the other categories. Financial assets designated as avail-
able for sale are infended o be held for an indefinite period of time, but may be sold in response o
needs for liquidity or changes in interest rates, foreign exchange rates or equity prices. Available-for-
sale financial assets include debt securities and equity securities.

Recognition and derecognition

Purchases and sales of financial assets and liabilities at fair value through profit or loss, held-to-matu-
rity investments and available-for-sale financial assets are recognised on the trade date, i.e. the date
when the Company commits to purchase or sell the instrument. Loans and receivables and financial
liabilities at amortised cost are recognised when remitted to borrowers or received from lenders.
Triglav Re derecognises financial assets (in full or part) when the contractual rights o receive cash
flows from the financial instrument have expired or when it loses control over the contractual rights on
those financial assets. This occurs when the Company substantially transfers all the risks and rewards
of ownership To another business enftity or when the rights are realised, surrendered or have expired.
Triglav Re derecognises financial liabilities only when the financial liability ceases 1o exist, i.e. when
it is discharged, cancelled or has expired. If the terms of a financial liability change, the Company will
cease recognising that liability and will instantaneously recognise a new financial liability, with new
terms and conditions.
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Initial and subsequent measurement

Financial assets and liabilities are recognised initially at their foir value; in the case of a financial asset
or financial liability not at fair value through profit or loss, they are increased by transaction costs that
are directly aftributable to the acquisition or issue of the financial asset or financial liability.

After initial recognition, Triglav Re measures financial instruments at fair value through profit or loss
and available-for-sale instruments at their fair value, without any deduction for selling costs, whereby
the effects of o change in the fair value are recognised in the stafement of comprehensive income.
Equity instruments classified as available for sale that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured are stated ot cost less impairment, unless
their value exceeds EUR 500,000. The total value of such assets is lower than 1 percent of the Com-
pany’s investment in securities.

Loans and receivables and held-fo-maturity investments are measured at amortised cost less impair-
ment losses, if any.

Gains and losses

Gains and losses arising from a change in the fair value of financial assets or financial liabilities at fair
value through profit or loss are recognised in the income statement.

Gains and losses from a change in the fair value of available-for-sale assets are recognised directly in
a fair value reserve within equity and are disclosed in the statement of changes in equity and in the
comprehensive income statement. Impairment losses, foreign exchange gains and losses, interest in-
come and amortisation of premium or discount using the effective interest method on monetary items
are recognised in the income sftatement.

Upon disposal or other derecognition of available-for-sale assets, any accumulated gains or losses are
recognised in the income statement.

Losses on financial instruments carried at amortised cost are recognised in the income statement,
when their value is impaired.

Fair value measurement principles

Fair value is the price that would be reached by the sale of assets or payment for transfer liabilities in
a regular transaction between market participants at the measurement date. In fair value measuring
of assets and liabilities, their characteristics shall be taken into account assuming that the asset or
liability is exchanged in a regular fransaction under the current market conditions on the main market
or most profitable market for those assets or liability.

In the fair value measuring of non-financial assets, the ability of a market participant shall be taken
into account to generafe economic benefits by using the assets according to the highest and best
possible use or sale of the assets to another market parficipant that would use the assets according
to its highest and best use possible.

The Company is measuring all financial assets at fair value, except for those classified as loans and
receivables, which are recognised in the financial statements at amortized cost; their fair value is con-
toined in the Disclosures, [tem 11.4.
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The fair value of financial instruments fraded in the organized financial markets is determined based
on the quoted prices at the reporting date. If a price is not available, the price offered by brokers is
used as the reference price. If an active market for a financial instrument does not exist, the Company
determines the fair value by using valuation method. Valuation methods shall comprise the recent
market fransaction between informed and willing parties, if available, comparison with the current fair
value of another instrument with the similar essential characteristics, review of discounted cash flows
and models for option pricing. If there is a valuation method generally used by the market participants
to determine the price of an instrument and has proved to provide relioble estimates of prices goft in
the actual market transactions, the Company then uses this method.

In the discounted cash flow method, future cash flows and discount rates estimated by the Manage-
ment are used, which reflect the interest rates for comparable instruments. If the fair value cannot be
measured, the financial instruments shall be valued at cost (paid or received amount) increased by the
expenses incurred as a result of this fransaction.

For the purposes of disclosure of the method for determining the fair values of financial assets, the

following levels of the fair value hierarchy shall opply:

» Level T: Valuation based on the quoted price (unadjusted) in the active markets for the same assets
or liabilities that the Company can access at the measurement date (stock market prices and the
quoted prices provided by third parties, e.g. Bloomberg), which are fully formed on the market dota
and for which there is no binding quotation older than one dau.

» Level 2: Valuation based on prices, which may be less than fully formed on the quoted prices for the
same asset or liability. Permitted inputs to determine the fair price can also be indirect, i.e. indirectly
observed data for comparable financial instruments, but their share is strictly limited.

» Level 3: Valuation on the basis of prices that have not reached the standards of Level 1or Level 2.
The proportion of unobserved inputs in valuation models is significant.

Impairment of financial assets

Triglav Re quarterly assesses whether there is objective evidence that financial assets not carried at
fair value through profit or loss are impaired. Financial assets are impaired when the objective evidence
demonstrates that a loss event has occurred affer the initial recognition of the asset and that the loss
event has an impact on the future cash flows on the asset that can be estimated reliably.

Impairment of financial assets carried at amortised cost - loans and receivables

Triglav Re examines evidence of impairment at a specific asset and also at a collective level. All indi-
vidually significant financial assets are individually assessed for signs of impairment atf the reporting
date.

Impairment losses on assets carried ot amorfised cost (debt securifies, receivables and loans) are
measured as the difference between the carrying amount of the financial assets and the present
value of estimated future cash flows discounted at the assets’ original effective interest rates. Losses
are recognised in the profit or loss and reflected in an allowance account against loans and advances.
Income is recognised ot the effective interest rate in the income statement. When a subsequent event
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causes the amount of impairment loss on o debt security to decrease, the impairment l0ss is reversed
through profit or loss.

Impairment of financial assets classified as available for sale

Triglav Re permanently impairs those equity securities classified as availoble-for-sale financial assets,
the fair value of which decreased substantially below their value atf cost, or has remained lower than
their value ot cost for a period of nine months. A decrease of 40 percent (or more) in the fair value of a
financial asset compared to its initial cost is considered substantial. Reversal through profit or loss of
impairment losses for equity securities is not possible.

Debt securities classified as available for sale are impaired in case that their issuer violates contractual
provisions and fails To meet its coupon liabilities on time or in case of the debtor’s bankruptcy. Such
impairment is recognised in the income statement. Impairment l0ss may be reversed if such reversal
can be objectively linked o an event occurring affer the impairment has been recognised. The impair-
ment loss is reversed through profit or [0ss.

9.3.4 Trade and other payables

Recognition and measurement
Trade and other payables are initially recognised at fair value and subsequently ot amortised cost.

Assets and liabilities in the balance sheet are not balanced.

9.35 Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and cash at bank.

9.3.6 Employee benefits

Employee benefits comprise all forms of compensations that are provided to the employees in return

for their work in the Companu.

Employee benefits include:

1) Short-term employee benefits, which are payable within 12 months after the end of the period of
the employee’s service, such as salaries and social security contributions, paid annual leave and
paid sick leave, bonuses and non-monetary benefits (such as cars).

2) Provisions for employees comprise provisions for jubilee benefits, termination benefits upon retire-
ment and for untaken holidays. In accordance with 1AS 19, the calculation of liabilities to employees
arising from jubilee benefits and fermination benefits upon refirement is based on the actuarial
calculations using the following actuarial ossumptions:

» demographic assumptions (mortality and early terminations of employment),

« financial assumptions:
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- discount rate,

- wage growth, Taking into account inflation, age, promotions and other foctors.
Severance payments upon retirement and jubilee benefits are recognised as operating costs (labour
costs)in the income statement. The changes in those provisions due to payments and new formations
are recognised in the same way. The revaluation of provisions arising from an increase or decrease in
the current value of liabilities due to the change of actuarial calculations and experience adjustments
are recognised under actuarial gains or losses in other comprehensive income, but only for provisions
for severance payments upon retirement.

The Company noted no significant effect on the comprehensive income in 2014.

9.3.7 Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit
or loss, except to the extent that it relates o items recognised directly in equity, in which case it is
recognised in equity.

Current tox is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporfing date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is recognised using the balance sheet method, taking info consideration the temporary
differences between the carrying amounts of assets and liabilities for financial reporfing purposes and
the amounts used for taxation purposes. Deferred tax is measured at the tax rates that are expected
0 be applied to the tfemporary differences when they reverse, based on laws that have been enacted
or substantively enacted by the reporting date.

Deferred tax assets are only recognised to the extent that it is probable that future taxable profits will
be available ogainst which the deferred tax asset can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.

Deferred tax assets and lichilities are not discounted and are classified as non-current.

9.3.8 Other provisions

A provision is recognised if, as a result of a past event, the Company has o present legal or construc-
tive obligation and if it is probable that an outflow of economic benefits will be required to seftle the
obligation. The policies for the recognition of employee benefit provisions are explained in the Itfem
10.3.6, Employee benefits. Provisions are determined by discounting the expected future cash flows af
a pre-tax rate that reflects the current market assessments of the time value of money and the risks
specific to the liability.
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939 Capital

Share capital

The share capital of the Company comprises no par value shares. The shares are ordinary shares and
give the holder a voting right and, based on the decision of the Shareholder’s Meeting, the right to
dividends. Triglav Re does not record any subscribed shares not paid-in.

Provisions
Triglav Re records capital reserves which comprise other capital contributions under the Articles of As-
sociation.

Reserves from profit comprise legal reserve and other reserve from profit, which are set up in accor-
dance with the decision of the Management Board of Triglav Re and the resolution of the Shareholders’
Meeting, and that sfrengthen the capital adequacy of the Company in the long term. Reserves from
the profit comprise statutory reserves and credit insurance equalisation reserves.

Statutory reserves represent accumulated appropriations from retained earnings in accordance with
the Arficles of Association and the Companies Act.

Legal and statutory reserves may be used:

» to cover net loss for the period if it cannot be covered by charging it against retained net earnings
or other reserves from profif;

 to cover retained loss if it cannot be covered by charging it against the net profit for the period or
other reserves from profit.

In compliance with IFRS, Triglav Re does not set up the equalisation provision as a part of insurance
contract provisions. In accordance with the Insurance Act, however, the Company is liable to set up
equalisation provision for its credit insurance business. To comply with the statutory requirements,
Triglav Re thus records this provision as the profit reserves under credit risk equalisation reserve. Such
reserves are charged against profit in equity.

Fair value reserve
The fair value reserve represents unrealised net gains and losses arising from a change in the fair value
of available-for-sale financial assets.

9.3.10 Income

Net income from gross reinsurance premiums written

Premiums on reinsurance assumed are recognised as income and accounted as if the reinsurance were
considered a direct business, taking into account the appropriate product classification of the rein-
sured business.

Reinsurance premium reloted to life insurance contracts are accounted for the total durafion of the
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underlying insurance policies using assumptions consistent with those used to account for the funda-
mental policies.

Gross written reinsurance premium from cessions or retrocessions assumed in the observed period
is the estimated and written reinsurance premium in the observed period on the basis of reinsurance
contracts concluded with cedants and retrocedants. The retroceded portion of gross written reinsur-
ance premiums from assumed cessions or refrocessions is ceded for reinsurance in accordance with
the retrocession contfracts that Triglav Re has concluded with its refrocessionaires. The net written
reinsurance premium from cessions or retrocessions assumed in the observed period is the amount of
gross reinsurance premium from assumed cessions or retrocession less the amount of gross written
reinsurance premium of assumed cessions or refrocessions ceded for retrocession of assumed ces-
sions or retrocessions. The criterion for the recognition of income is the premium written on the basis
of cedants’ or refrocedants’ statements of account with partners within the Triglav Group. The criterion
for the recognition of income with other partners, however, is the estimated premium on the basis of
reinsurance contracts made with cedants.

Financial income

Interest income is recognised in the income statement using the effective interest rate method. Divi-
dend income is recognised in the income statement on the date that the dividend is declared. The
accounting policy relating to the capital gains recognition is disclosed in the Ifem10.3.3, under Gains
and losses.

9.3.11 Costs and expenses

Triglav Re records its expenses as incurred according to their fypes. In financial statements, expenses
are classified by functional groups which are: assessment costs, asset management costs, policy ac-
quisition costs and other operating expenses. Due to the manner of claims handling, no costs arise in
connection with the assessment of the entitlement to the amount of claim; therefore, they are not
clossified under the functional group of assessment costs. A portion of costs by nature may be directly
clossified to a functional group, while other costs are clossified to a functional group on the basis of
0 key. The key represents the working fime spent for an individual functions by the employees and
accordingly allocated salary costs. Based on such a structure of salaries, other operating costs are allo-
cated to a functional group. Assets management costs forms an integral part of investment expenses,
while the policy acquisition costs and other operatfing costs are recognised separatfely in the income
statement.

9.3.12 Classification of contracts

A reinsurance contract is a contract under which the Company or a Reinsurer accepts, against pay-
ment, a part or the whole of reinsurance risk from another party (o cedant or a retrocedant) by agree-
ing to compensate the cedant or retrocedant if a specified uncertain future event (the insured event)
adversely offects the policyholder or other beneficiary. Reinsurance risk is defined as a risk other than
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financial risk. Financial risk is the risk of a possible future change in one or more of a specified interest
rafe, price of securities, commodity price, foreign exchange ratfe, index of prices or rafes, a credit rating
or credit index or other variable, provided in the case of a non-financial variable that the variable is not
specific to o party o the contract. Certain financial risk can be thus also transferred by the reinsurance
confracts.

Only contracts that give rise to a significant transfer of insurance risk are accounted for as insurance
confracts. Amounts recoverable under such contracts are recognised in the same year as the related
claim. All reinsurance contracts of Triglav Re are classified as insurance contracts in the sense as pro-
vided by IFRS 4. Triglav Re has no liabilities from financial contracts and, thus, the risks disclosed only
arise from insurance contracts. According to the definition stated above, an insurance contract is a
confract under which one party (the Insurer) accepts significant insurance risk from another party (the
policyholder) by agreeing to compensate the policyholder if a specified uncertain future event (the in-
sured event) adversely affects the policyholder. A financial contract, however, is by definition a contract
exposing the issuer 1o financial risk without a significant insurance risk involved. Insurance conftracts,
thus, transfer a significant portion of risk. When deciding upon the classification of contracts pursuant
10 IFRS 4, Triglav Re defines as contracts fransferring significant risk all those reinsurance contracts
for which uncertainty exists regarding the future insured event, since its occurrence is independent of
an individual’s will. The risk uncertainty exists as to whether a (re)insurance event will occur, when it
will occur and how much the (re)insurer will need to pay if it occurs. According to the IFRS 4 definition,
insurance risk is significant if, and only if, an insured event could cause an insurer to pay significant
additional benefits in any scenario, excluding scenarios that lack commercial substance (i.e. have no
discernible effect on the economics of the transaction). The (re)insurance company shall assess the
significance of insurance risk on o case-to-case basis and not by referring to the significance of finan-
cial statements; hence, insurance risk may be significant even in cases with minimum probability that
the insured event from a (re)insurance contract might occur.

The Company has no contracts with discretionary participation features.

9.3.13 Liabilities from reinsurance contracts

Non-life reinsurance provisions

The liabilities of Triglav Re under reinsurance contracts comprise the unearned premium provisions,
provisions for incurred and reported but not settled claims (RBNS provisions), provision for incurred but
not reported claims (IBNR provisions), provisions for bonuses, rebates and cancellations, unexpired risk
provisions, and equalisation provisions.

Provisions for unearned premiums

Provisions for unearned premiums comprises the proportion of gross premiums written in the reinsur-
ance period after the end of the financial year under review. Unearned premium is computed using the
pro-rata femporis method or the fraction method adjusted if necessary to reflect any variation in the
incidence of risk during the period covered by the confract.
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Gross unearned premiums shall be set on the basis of nofifications made by cedants. Unearned pre-
mium provisions for retrocession business and for refrocedants that foiled to present the statement of
account of unearned premium is made in compliance with the Company’s rules and regulations and by
use of the fraction method. In addition, for reinsurance business with the cedants outside the Triglav
Group, gross unearned premium is estimated for the part that refers to the estimated part of gross
written premium calculated according to the fraction method.

Unexpired risk provisions

The provision for unexpired risks is made on the basis and in compliance with Article 6 of the Decision
on detailed rules and minimum standards to be applied in the calculation of technical provisions (Of-
ficiol Gazette of RS, No. 3/2001). The provision is defined as the difference between the actual amounts
required covering unexpired risks and the unearned premiums. The provision for unexpired risks is
made for those classes of business in which the average combined ratio in the last three years (current
year and two previous years) exceeded 100 percent. When computing the unexpired risk provision and
testing the adequacy of unearned premiums, Triglav Re takes into account that net unearned premium
multiplied by the average combined ratio has to contain o portion needed to cover future or expected
expenses; therefore, net unearned premiums are increased by a cost margin for the current year.

Provisions for outstanding claims

Provisions for incurred and reported claims are made on the basis of lists submitted by cedants and
notifications made by retrocedants. Provisions for incurred but not reported claims (IBNR provisions)
and provision for incurred but not-enough-reported claims (IBNER provisions) are made on the basis
of notifications made by cedants, while a part of provisions (IBNR and IBNER) is made on the basis of
the Company’s own calculations. A part of claims provisions for contracts with cedants outside the
Triglav Group is foreseen on the basis of the estimated loss rafios from reinsurance contracts, while
the provisions for business within the Triglav Group are made on the basis of using the triangle method
for cumulative ultimately settled net claims by class of business, or by group of classes of business
when the volume of premiums or claims is too small. When preparing the triangles with data on claims
settled by underwriting year for the projection of future payments of claims incurred, extremely high
cloims are eliminated. To supplement the under-developed years, the Company supplements the Chain
ladder method with the Bornhueter-Ferguson method at the level of an individual class of business
or individual group of classes of business. The thus computed IBNR claims by class of business or by
group of classes of insurance are then compared with the IBNR claims computed on the basis of data
submitted by the cedants from the Triglav Group. As the final result for a class of business or a group
of classes of insurance, Triglav Re considers the higher result.

Provisions for bonuses and rebates
Provisions for bonuses and rebates were made on the basis of the noftification presented by the ced-
ant with whom Triglav Re concluded a contract on export credit reinsurance.

Equalisation provisions
Pursuant to Article 54 of the Companies Act, insurance companies shall prepare their financial state-
ments in compliance with International Financial Reporting Standards as adopted by the EU. Pursuant
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0 Article 155 of the Insurance Act, insurance companies shall observe the provisions of the Companies
Act when accounting. Pursuant to Arficle 133 of the Companies Act, technical provisions also include
equalisation provisions. The provisions defined under Article 113 and Article 118 of the Insurance Act are
in confradiction with the requirements of International Financial Reporting Standards as adopted by
European Union. In compliance with International Financial Reporting Standards as adopted by the
European Union, the Company presents equalisation provisions under reserves in the item of equity.

Life reinsurance provisions

Triglav Re does not make any mathematical provisions for life reinsurance since in the Company’s port-
folio there are no classes of business classified in items 20 To 24 under Arficle 2, paragraph 2 of the
Insurance Act (marriage assurance or birth assurance, life assurance related to investment fund units,
tontines, capital redemption insurance, insurance of loss of income due to accident or iliness). In its life
reinsurance portfolio, Triglav Re has only a type of life reinsurance classified in item 19 under Article 2,
paragraph 2 of the Insurance Act (life assurance), but endowment risk is not reinsured. Only death risk,
critical iliness risk and supplementary accident insurance are reinsured. For this reason, only the un-
earned premium provisions and claims provisions for death risk, critical illness risk and supplementary
accident insurance are made.

9.3.14 Outward reinsurance

Triglav Re cedes reinsurance in the normal course of business for the purpose of risk dispersion and
limitation of its net loss potential. However, outward reinsurance arrangements do not relieve Triglav Re
from its direct obligations to the cedants and refrocedants.

Premiums ceded and reimbursement claims are presented in the income statement and balance sheet
0N @ gross basis.

Amounts recoverable under the reinsurance confracts are assessed for impairment ot each balance
sheet date. Such assets are deemed impaired if there is objective evidence, as a result of an event thot
occurred after ifs initial recognition, that Triglav Re cannot recover all amounts due and that the event
has a reliably measurable impact on the amounts that Triglav Re will receive from the reinsurer.

Amounts recoverable under the reinsurance contracts are assessed in o manner consistent with the
outstanding claims provisions or settled claims associated with the reinsured policy. Reinsurance os-
sets comprise the actual or estimated amounts, which, under contractual reinsurance arrangements,
are recoverable from Reinsurers in respect of reinsurance contract provisions. Reinsurance assets re-
lating to reinsurance contract provision are established based on the ferms of reinsurance contracts
and valued on the same basis as the related reinsured liabilities. Triglav Re records an adjustment for
estimated irrecoverable reinsurance assets, if any.

14.3.15 Liabilities and their related assets under liobility adequacy test (LAT)
Reinsurance contracts shall be tested for liability odequacy. If a deficit is established, an addifional
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provision is made, and Triglav Re recognises the deficiency in the income statement.
The assumptions of the liability adequacy test and the testitself are described in detail in the Item 10.7

9.4 Changes in accounting policies

Triglav Re did not change any accounting policies in 2014.

9.5 Accounting judgements and estimates

These disclosures supplement the commentary on financial risk management (ifem 13.4) and reinsur-
ance risk management (item 13.1).

The Company makes estimates and assumptions concerning the future. The resulting accounting esti-
mates will, by definition, seldom equal the related actual results. The estimates and judgements that
have a significant impact on financial statements are discussed below.

9.51 Key sources of estimation uncertainty

Impairment of financial assets

Impairments of loans and receivables are evaluated individually on the basis of the best estimate of
the present value of the cash flows that are expected to be received. In estimating these cash flows,
the Management Board makes judgements about counterparty’s financial situation and the net realis-
able value of any underlying collateral. Each impaired asset is assessed separately.

Equity securities classified as available-for-sale are impaired if their fair value has fallen below their
value atf cost or remained below that value for a period of at least nine months. A decrease of 40 per-
cent (or more) in the fair value of a financial asset compared to its initial cost is considered substantial.
Such impairment is recognised in the income statement.

Determining the fair values for non-marketable financial assets and liabilities

The determination of fair value for financial assets and liahilities for which there is no ocbservable mar-
ket price requires the use of valuation techniques as described in accounting policy under the Itfem
10.3.3. For financial instruments that are not traded on the organised market, the determination of fair
value is less objective and requires varying degrees of judgement depending on liquidity, concentration,
uncertainty of market factors, pricing assumptions and other risks affecting the specific instrument.

Uncertainty estimation related to recognition of income and expenses from reinsurance contracts

One of the key sources of estimation uncertainty in relation to the financial statements of the Compa-
ny relates to the recognition of income and expenses from reinsurance contracts with cedants outside
the Triglav Group. In 2009, the Company changed its accounting policy and starfed to estimate a part of
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income and expenses on the basis of concluded reinsurance contracts with cedants outside the Triglav
Group. The amounts of individual accounting items, i.e. gross premium, commission paid, amount of
claims incurred, provisions for claims outstanding and the amount of unearned premiums, are estimat-
ed on the basis of each individual contfract concluded with o cedant outside the Triglav Group. Income
and expenses are recognised in the accounting period to which the reinsurance contract relates and
no longer depend on the fime lag in reporting from business partners. Reinsurance risk management
is described in detail in the Item 131, while reinsurance contract provisions are analysed in the Ifem 13.2.

Uncertainty estimation related to recognising liabilities from reinsurance contracts

The most significant estimates in relation fo the financial statements of Triglav Re relate to provision-
ing for reinsurance contracts and to the estimation of the amounts of reserve for reinsurance business
with cedants outside the Triglav Group. The Company verifies the sufficiency of provisions made by
applying Liability adequacy tests; in addition, the run-off results are regularly analysed. In setfting up
its reserve for liabilities from reinsurance contracts, Triglav Re applies the regulations issued by the
Insurance Supervision Agency. A certified actuary is also employed in the Companu. The Management
Board of Triglav Re believes that the present amount of provisions for liabilities from reinsurance con-
fracts is sufficient.

9.5.2 Key accounting judgements in applying the Company’s accounting polices
Key accounting judgements in applying the accounting policies of the Company include:

Classification and reclassification of financial assets and liabilities

The Company’s accounting policies provide scope for assets and liabilities to be designated on their
inception into different accounting categories of assets and liahilities in certain circumstances. In clas-
sifying financial assets or liabilities as “trading”, the Company has confirmed that they meets the de-
scription of trading assets and liabilities set out in accounting policy, Ifem 10.3.3. In designating finan-
cial assets or liabilities at fair value through profit or loss, the Company has defermined that it has met
one of the criteria for this designation set out in accounting policy, Ifem 10.3.3. In designating financial
assets or liabilities clossified under “Loans and receivables”, Triglav Re has decided on such classifica-
tion if the financial instrument meets one of the criteria set out in accounting policy, Item 1.3.3.

9.6 Principal assumptions with the greatest impact on the recog-
nised net reinsurance assets, liabilities, income and expenses

9.6.1 Non-life reinsurance
At the date of reporting, provisions are made for claims reported but not seftled. In addition, Triglav Re

made provisions for claims incurred but not reported (IBNR provisions).
The liability for claims reported but not settled (RBNS provisions) is recorded separately on a case-by-
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case basis and based on the statement of account. Claims provisions are monitored regularly and are
updated as and when new information arises.

In 2014, Triglav Re continued to estimate the incurred but not reported claims (IBNR provisions) on the
basis of specific data or estimates for reinsurance contracts with cedants outside the Triglav Group;
in addition, Triglav Re created an adequate amount of IBNR provisions for business within the Triglav
Group, as assessed by the Company’s certified actuary.

The Chain Ladder method and the Bornhuetter-Ferguson method use settled claims’ development in-
formation and assume that the historical claims development pattern will occur again in the future.
There are reasons this may not be the case, which, insofar as they can be identified, have been al-
lowed for by deducting major seftled claims arising from catastrophic or irregular events that are not
expected to reoccur from year to year from settled claims taken info account as they developed.

The assumption with the greatest effect on the measurement of non-life reinsurance liabilities is the
expected claims rafio.

The expected claims rafio represents the ratio of expected claims incurred fo reinsurance premiums
earned. The assumptions in respect of expected claims ratios for the most recent accident year, per
class of business, have the most influence on the level of IBNR provisions. The ultimate loss ratio, in
confrast, has the most influence on the estimate of provisioned claims in the assessment of reinsur-
ance business abroad. Further impact, in addition to claims ratio, is the result of expense ratio (which
affects the commission amount) and the amount of estimated gross reinsurance premiums for reinsur-
ance confracts with cedants outside the Triglav Group.

9.6.2 Life reinsurance

Since Triglav Re has not assumed so far any risks that would require the setting-up of mathematical
provisions, any information relating to the life reinsurance is stated together with the information on
non-life reinsurance.

9.7 Liability adequacy test (LAT)

9.71 Non-life reinsurance

Triglav Re makes provisions for unexpired risks, thus complying, inter alia, with the criteria of the LAT
test. For non-life insurance, the liabilities are subject to a liability adequacy test only for unearned
premium provisions, while the provisions for claims outstanding and the provisions for bonuses and
rebates are deemed o be made in the adequate amount; therefore, the application of the liability ad-
equacy test is not needed. Equalisation provisions are used as a buffer in adverse cases and are not a
liability under the reinsurance contracts in force in compliance with IFRS 4. Unexpired risk provisions are
made on the basis of the liobility odequacy test for unearned premium liability, since additional provi-
sions are higher than unearned premium provisions by the amount set aside with respect to risks to be



82

TRIGLAV RE Business Report 2014

borne after the end of the accounting period and to provide for all claims and expenses in connection
with reinsurance contracts in force.

Triglav Re undertakes the liobility adequacy test for unearned premium provisions to determine the
difference between the sum of expected claims and expected expenses, i.e. in this case between the
combined ratio and unearned premium provisions. Unexpired risk provisions are calculated in compli-
ance with the internal Regulations on establishing other technical provisions. In line with these Regu-
lations, provisions are made for those classes of business with an average combined rafio in the last
three years (the current period and the previous two periods are taken info account) exceeding 100
percent. The combined ratio consists of the claims ratio and the expense ratio; therefore, it is o relevant
indicator of a possible inadequacy of provisioning. When computing the unexpired risk provisions and
carrying out the liability adequacy test for unearned premiums, Triglav Re took into account that the
net unearned premium multiplied by the average combined ratio has to contain o portion needed o
cover future or expected expenses; therefore, net unearned premiums are increased by o cost margin
for the current year. Triglav Re applies the liobility adequacy test to calculate the provision for unex-
pired risks, and the deficit is recognised as an increase in liabilities (provisions) in the profit or loss for
the current accounting period.

9.72 Life reinsurance

Triglav Re carried out the adequacy test of life reinsurance provisions within the frame of its non-life
reinsurance and found that there was no need yet to set up any additional life reinsurance provisions.

9.8 Sensitivity of the present value of future liabilities to a change in
significant variables

9.8.1 Non-life reinsurance

In non-life reinsurance, the insurance variables that would have the greatest impact on insurance li-
abilities relate to the motor liability court claims. Liabilities under the court related claims are sensitive
to legal, judicial, political, economic and social trends. The Management believes it is not practical to
guantify the sensitivity of non-life provisions to changes in these variables.

9.8.2 Life reinsurance

The sensitivity of the present value of future liabilities to changes in the significant variobles of life
reinsurance is not calculated, because none of the classes of business set out under the Items 20
through 24 of Article 2, Paragraph 2 of the Insurance Act (marriage assurance or birth assurance, unit-
linked life assurance, tontine, capital redemption insurance, insurance of loss of income due fo acci-
dent orillness)is recorded in the Company’s portfolio. In its life reinsurance portfolio, Triglav Re has only
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the type of life reinsurance classified in the Item 19 under Article 2, Paragraph 2 of the Insurance Act, i.e.
life assurance, but endowment risk is not reinsured. Only death risk, critical iliness risk and supplemen-
tary accident insurance are reinsured.

9.9 Reinsurance confracts having significant impact on the future
cash flow uncertainty

9.9.1 Non-life reinsurance

Triglav Re offers all types of non-life reinsurance such as motor, property, liobility, marine, aviation,
fransport, accident reinsurance covers. Contracts may be concluded for a fixed term of one year oron a
continuous basis, with either party having the option to cancel a contract with three months’ notice of
cancellation. Triglav Re is therefore able to reassess the risk under a contract atf intervals of not more
than one year. Reinsurance claims are the main source of uncertainty, which influences the amount
and the timing of future cash flows. The amount of particular claim payments is limited by the limit of
coverage, which is defined in the reinsurance contract.

Special attention is paid to the motor reinsurance and different liahility reinsurance covers as described
below.

Motor reinsurance

Mator reinsurance portfolio comprises both motor third party liability and motor own domage reinsur-
ance. Mator third party liability reinsurance covers bodily injury claims and property claims in the ced-
ant’s country (i.e. domestic claims) as well as the claims caused abroad by the insured parties (Green
Card System).

Property domage (e.g. on a vehicle) is generally reported and also settled within a short period from
the accident occurring. Reporting and payments relatfing to bodily injury claims, however, take longer
period of tfime to finalise and are more difficult to estimate. Such claims may be seftled in the form of
a lump-sum setftlement or an annuity.

Liability reinsurance
Liability reinsurance covers different types of liability: general third party liability (GTPL), product liabil-
ity, product recall, different professional liability covers including directors and officers’ liability (D&0),
medical malpractice.

9.9.2 Life reinsurance
Triglav Re has not set up any mathematical provisions for life reinsurance, because none of the fol-

lowing lines of business is included in its portfolio: marriage assurance or hirth assurance, unit-linked
life assurance, fontine, capital redemption insurance, insurance of loss of income due to accident or
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illness. Only life reinsurance is recorded in the Company’s life reinsurance portfolio. Pure endowment
risk cannot be reinsured; only death risk, critical illness risk and supplementary accident insurance are
reinsured. For this reason, the unearned premium provisions and claims provisions for death risk, critical
illness risk and supplementary accident insurance are made.
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10 DISCLOSURES TO THE STATEMENT
OF FINANCIAL POSITION

10.1 Intangible assets

in EUR

SOFTWARE
cost
Balance at 1)january 2013 431,351
- gcquisitions 18,041
- disposals 0
Balance at 31 December 2013 449,392
- gcquisitions 2,200
- disposals 0
Balance at 31 December 2014 451,592
VALUE ADJUSTMENTS
Balance at 1)anuary 2013 403,676
- increases 21,030
- disposals 0
Balance at 31 December 2013 424,706
- increases 1,871
- disposals 0
Balance at 31 December 2014 436,577
CARRYING AMOUNT
Balance at 31 December 2013 24,686
Balance at 31 December 2014 15,015

Depreciation costs are recognised under the operating expenses in the income statement. Liabilities
arising from the acquired intangible fixed ossets are not recorded under liabilities, and moreover, the
Company did not pledge its assets in order to cover the settlements of liabilities. The Company sfill
uses the intangible assets that have been definitively written off.
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10.2 Property, plant and equipment

inEUR
MOTOR VE- EQUIPMENT & | ASSETS UNDER TOTAL
HICLES FURNITURE ACQUISITION

cost
Balance at 1)anuary 2013 217692 215,100 0 432,792
- acquisitions 73,468 9,784 0 83,252
- disposals -28,740 -477 -29,217
Balance at 31 December 2013 262,420 224,407 0 486,827
- acquisitions 20,331 9,330 6,454 36,115
- disposals 0 -9140 0 -9140
Balance at 31 December 2014 282,751 224,597 6,454 513,802
VALUE ADJUSTMENTS
Balance at 1)anuary 2013 75173 190,262 0 265,435
-increases 28921 17287 0 47208
- disposals 7822 -476 0 -8,299
Balance at 31 December 2013 97272 207,072 0 304,344
- increases 33,861 12,778 0 46,639
- disposals 0 9140 0 -9]40
Balance at 31 December 2014 131,133 210,711 0 341,843
CARRYING AMOUNT
Balance at 31 December 2013 165,148 17,335 0 182,483
Balance at 31 December 2014 151,618 13,886 6,454 171,959

Depreciation costs are recognised under the operating expenses in the income statement. Liabilities
arising from the acquired fangible fixed ossets (i.e. property, plant and equipment) are not recorded
under liabilities, and moreover, the Company did not pledge its assets in order to cover the settlements
of liabilities. The Company still uses the tangible assets that have been definitively written off.
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10.3 Deferred tax assets and liabilities

in EUR

YEAR 2013 Changes YEAR 2014
DEFERRED TAX ASSETS
Recognized in profit or loss 427233 -52,924 374,309
Recognized in equity 0 0 0
BALANCE at 31 December 427,233 -52,924 374,309
DEFERRED TAX LIABILITIES
Recognized in profit or loss 0 0 0
Recognized in equity 531,270 1572130 2,103,400
BALANCE at 31 December 531,270 1,572,130 2,103,400
OFFSET OF ASSETS/LIABILITIES
DEFERRED TAX ASSETS 0
DEFERRED TAX LIABILITIES 104,037 1,625,054 1,729,091

In 2014, Triglav Re decreased the receivables for deferred tax assets for non-deductible investment
impairments which amounted to EUR 361,487 (in 2013 t0 EUR 421,905), increased the receivables for the
provisions for jubilee and termination benefits in the amount of EUR 5,762 (in 2013 of EUR 5,328); and
newly formed deferred tox assets from impairment of receivables amounting to EUR 7060 (in 2013 to
EUR 0). In 2014, Triglav Re set up deferred tax liabilities for the revaluation surplus in investments in the
amount of EUR 2,103,400 (in 2013 of 531,271). Deferred fax assets and liabilities are calculated at o tox
rate of 170 percent.

10.4 Financial investments

in EUR
YEAR 2014 YEAR 2013
Available for sale 142,882,697 118,036,172
Af fair value in profit or loss 127302 21,039
Loans and receivables 4,718,261 9,288,204
TOTAL 147,728,260 127,535,415
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in EUR
AT FAIR VALUE
YEAR 2014 AVAIL:ABLLEE FOR THR(;[;G:IOZI;OFIT RLE(::::ISA:':S S TOTAL
Equity securities 1,311,878 0 0 1,311,878
- listed 1,311,878 0 0 1,311,878
- unlisted 0 0 0 0
Debt securities 140,388,407 127302 0 140,515,709
- government securities 84,997593 127302 0 85,124,895
- corporate securities 55,390,814 0 0 55,390,814
Investment funds 1,182,412 0 0 1,182,412
- open-end 663,728 0 0 663,728
- closed-end 518,684 0 0 518,684
Loans and receivables 0 0 4,708,260 4,708,260
- bank deposits 0 0 1,026,208 1,026,208
onceconrots wih cedants 0 0 seea0s2 | NSRA0S2
Financial derivatives 0 0 0 0
Other investments 0 0 10,000 10,000
TOTAL 142,882,697 127,302 4,718,260 147,728,260
in EUR
AT FAIR VALUE
YEAR 2013 AVA"'SAABLI'EE FOR THR([J)l;GI!-IOI;I;OFIT RLE%::ISA::_"EJ s TOTAL
Equity securities 1,179,530 0 0 1,179,530
- listed 1179,530 0 0 1179,530
- unlisted 0 0 0 0
Debt securities 115,874,465 207,417 519,830 116,601,712
- government securities 39,986,748 207417 0 40,194,165
- corporate securities 75,887717 0 519,830 76,407547
Investment funds 982,177 0 0 982,177
- open-end 387564 0 0 387564
- closed-end 594,613 0 0 594,613
Loans and receivables 0 0 8,758,373 8,758,373
- bank deposits 0 0 4,591,525 4,591,525
o T g :
Financial derivatives 0 3,623 0 3,623
Other investments 0 0 10,000 10,000
TOTAL 118,036,172 211,040 9,288,203 127535,415

Financial assets ot fair value through profit or loss were allocated into the group when acquired.
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In 2014, the Company did not perform a sustainable impairment of financial assets available for sale
(in 2013 of EUR 86,892). Debt security which was classified in the line  Loans and receivables and
impaired by EUR 321,632 in 2013, became due in 2014.

The carrying amount represents the fair value af the balance sheet date of the available-for-sale fi-
nancial assets and financial assets at fair value through profit or loss.

At the end of 2014, there were no debt securities classified in the category Loans and receivables .In
the previous years, this category included those debt securities which were in 2008 in compliance with
Articles 50E and 54 of I1AS 39 reclassified info this group, fwo further debt securities were classified into
this category upon acquisition in 2009; in 2010 one debt security from this category was sold and one
matured. In 2011, one security from this category matured, and in 2012 two securities were disposed. In
2013, the remaining two securities from this category matured.

No reclassifications of securities to other groups were made in 2014.

Movements in financial assets

in EUR
veaR 201 AALABLEFOR | ripocupporrr | LOMNSANDRE: | pop,
ORLOSS

Balance at 1January 2013 106,936,495 1,287813 14,272,042 122,496,350
Acquisitions 85.967166 0 973,638 86,940,804
Disposals -61,923,609 0 0 -61.923,609
Maturities -15,914,025 -1127450 -5,992,941 -23,034,416
é\;n gil; BLSS (;rlzlnsferred from equity TN765 0 0 TN765
Evaluation through profit or loss 0 34,984 -321632 -286,648
Evaluation through equity 333,646 0 0 333,646
Interest income 3.679.141 15,692 357095 4,051,929
Exchange differences -320,877 0 0 -320,877
Balance at 31 December 2013 118,036,172 211,039 9,288,204 127,535,415
Acquisitions 77429,076 1497353 0 78,926,429
Disposals -57101,901 -1,535,647 0 -58,637548
Maturities -12,245,542 -113,829 -4,676,431 -17035,802
ﬁrr]ngil;r;gssu'rlrsunsferred from equity 196,802 0 0 196,802
Evaluation through profit or loss 0 30,138 14,671 15,467
Evaluation through equity 11,748,582 0 0 11,748,582
Interest income 4,078,238 38,248 121159 4,237645
Exchange differences 1134,875 0 0 1134,875
Balance at 31December 2014 142,882,697 127,302 4,718,260 147,728,260




TRIGLAV RE Business Report 2014

Fair value of financial assets and liabilities
In accordance with IFRS 13, Triglav Re discloses market price levels of the financial assets and liabilities.

When measuring the fair value of assets and liabilities, the Company has followed the following levels
of fair value:

 Level 1: valuation based on guoted prices (unadjusted) in active markets for the same assets or lia-
bilities that the company can access af the measurement date (stock market prices and the quoted
prices provided by third parties, e.g. Bloomberg) which are fully designed on the market information
and for which there is no binding quotations older than one dau.

» Level 2: valuation based on the prices that may be less than fully formed on quoted prices for iden-
tical assets or liabilities. Permitted inputs to determine the fair price are also indirect, i.e. indirectly
observed data for comparable financial instruments, but their share is strictly limited.

 Level 3:valuation on the basis of prices that have not reached the standards of Level 1or Level 2. The
proportion of unobserved inputs in valuation models is significant.

In 2014, the Company changed the method of determining the fair value of financial assets; being used
for calculation of these assets and for the disclosure of the method of determining the fair value ac-
cording to the Levels. In 2013, the market prices BGN (stock prices and generic prices obtained in the
information system Bloomberg) applied, while in 2014 BVAL prices (Bloomberg Valuation Service; the
use of model and stock prices considering the quality of acquired market prices). The revised method
of calculating the fair value is irrelevant as regards the level of financial assets. The effect on the clos-
sification of the fair value according to the levels is disclosed below.

In accordance with IFRS 7. the table below shows assets and liabilities at carrying and fair value. Com-
pany’s Management estimates that the carrying value of money on accounts, short-ferm deposits,
receivables and operating liobilities and other receivables and liabilities is the same as the market
value of these instruments because of their short maturity.

Assets and liabilities at fair value

in EUR
2014 2014 2013 2013

Book value Fair value Book value Fair value
FINANCIAL ASSETS 147,728,260 147,728,237 127,535,415 127,532,342
Financial assets 145,835,112 145,835,112 125,823,162 125,820,112
Avaliable for sale 140,989,550 140,989,550 116,323,919 116,323,919
Recognized at fair value in profit 127302 127302 M.040 M040
orloss
In loans and deposits 4,718,260 4,718,260 9,288,203 9,285,153
Financial investments in Group 1,893,147 1,893,125 1,712,253 1,712,231
Companies
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in EUR
2014 2014 2013 2013
Book value Fair value Book value Fair value
FINANCIAL LIABILITIES 139,034,656 139,034,656 131,430,434 131,430,434
Technical provisions 139,034,656 139,034,656 131,430,434 131,430,434
Other financial liabilities 0 0 0 0
Market prices for financial assets and liabilities by the Levels
in EUR
YEAR 2014 Level 1 Level 2 Level 3 TOTAL
FINANCIAL ASSETS 90,145,267 53,725,387 3,857,606 147,728,260
Assets measured at fair value 90,145,267 52,699,179 165,554 143,009,999
Available for sale 90,145,267 52,571,877 165,554 142,882,697
- debt securities 87816,530 52,571,877 0 140,388,407
- equity securities 2,328,737 0 165,554 2,494,290
Recognized at fair value through profit or loss 0 127302 0 127302
- debt securities 0 127302 0 127302
- derivative securities 0 0 0 0
Assets for which fair value is disclosed 0 1,026,208 3,692,052 4,718,260
Loans and deposits 0 1,026,208 3,692,052 4,718,260
- debf securities 0 0 0 0
- bank deposits 0 1,026,208 0 1,026,208
ce_d i[?r\]/fss‘rmen‘rs from reinsurance confracts with 0 0 3682052 3682052
- other investments 0 10,000 10,000
FINANCIAL LIABILITIES 0 0 139,034,656 139,034,656
Technical provisions 0 0 139,034,656 139,034,656
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YEAR 2013 Level 1 Level 2 Level 3 TOTAL
FINANCIAL ASSETS 117,085,253 6,151,552 4,298,610 127535,415
Assets measured at fair value 117,085,253 1,040,197 121,762 118,247,212
Available for sale 116,874,213 1,040,197 121,762 118,036,172

- debt securities 114,834,267 1.040197 0 115,874,464

- equity securities 2,039,946 0 121,762 261,708
Recognized af fair value through profit or loss 21,040 0 0 211,040

- debf securities 207417 0 0 207417

- derivative securities 3623 0 0 3,623
Assets for which fair value is disclosed 0 5,111,355 4,176,848 9,288,203
Loans and deposits 0 511,355 476,848 9,288,203

- debf securities 0 519,830 0 519,830

- bank deposits 0 4,591,525 0 4,591,525

- investments from reinsurance contracts with 0 0 466,848 4,166,848
cedants

- other investments 0 0 10,000 10,000
FINANCIAL LIABILITIES 0 0 131,430,434 131,430,434
Technical provisions 0 0 131,430,434 131,430,434

Movements in investments, which are classified in the Level 3 and are measured at fair value, are
shown in the below table. In 2014, no reclassification from Level 1or Level 2 to Level 3 was performed.
At the reporting dofe two investments in equity securities were classified in Level 3, one of which
represents one share of EUR 23.00. To calculate the price of other investment in the Level 3, the meth-
od of Comparative companies was used and of discounted cash flow (DCF). Based on the sensitivity
analyses, the expected resolution of an uncertainty was calculoted which showed that the value of
the initial investment, taking info account the pessimistic scenario, can be reduced by EUR 5,688 or in
an optimistic scenario increased by EUR 6,455.

Movements in investments (Level 3)

in EUR

YEAR 2014 Avuiltll-:l‘;e::r sale
Opening balance at 1january 2014 121,761
Total profit/loss 43792

- in profit or loss 0

- in comprehensive income 43,792
Acquisitions 0
Disposals 0
Reclassification from Level 3 to other Levels 0
Reclassification from other Levels fo Level 3 0

Closing balance at 31 December 2014 165,554
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Reclassification of financial assets between the levels in 2014

In 2014, a reclassification was made:

« From Level 110 Level 2: debt securities in the amount of EUR 31,631,565 (in 2013, there was no such
reclassification). The reclassification was made due to the change in the method of defermining the

fair value, as stated earlier in this chapter.

» From Level 2 to Level T: there were no reclassifications (in 2013, there was no such reclassification).

10.5 Share of technical provisions fransferred to Reinsurers

in EUR
YEAR 2014 YEAR 2013
Share in unearned premiums reserve 7043,824 7662,885
Share in provisions for reported but not settled claims 36,452,727 34,030,246
Share in provisions for incurred but not reported claims 5,975,679 2,905,395
TOTAL 49,472,230 44,598,526

Changes in Reinsurers’ shares are shown in the Item 11.9. The Company assesses the need for the
impairment of the amounts of technical provisions fransferred to Reinsurers on the basis of sepa-
rate estimates of the financial position and solvency of the partners. The Company impaired no such

amounts in 2014.

10.6 Receivables

in EUR
YEAR 2014 YEAR 2013
Receivables from reinsurance and coinsurance 55,205,257 56,882,838
Current fox assets 0 0
Other receivables 3,705 4,319
TOTAL 55,208,962 56,887,158

The Company assesses the need for the impairment of receivables on the basis of o separate esti-
mate of the financial position and solvency of the debtors whose receivables are due.
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Movements in value adjustments of receivables

in EUR
YEAR 2014 YEAR 2013
Revaluation of receivables from reinsurance
Value adjustment of receivables at 1january 0 0
Increase in value adjustments of receivables 41,531 0
Decrease in value adjustments of receivables 0 0
Write-off of receivables 0 0
Value adjustment of receivables at 31 December 41,531 0
Revaluation of other receivables
Value adjustment of receivables at 1january 0 0
Increase in value adjustments of receivables 1,450 0
Decrease in value adjustments of receivables -356 0
Write-off of receivables -1,094 0
Value adjustment of receivables at 31 December 0 0
10.7 Other assets
in EUR
YEAR 2014 YEAR 2013
Short-term deferred costs of services 74,084 64,878
Other short-term deferred costs 825 0
TOTAL 74,909 64,878
10.8 Equity
in EUR
YEAR 2014 YEAR 2013
Share capital 4,950,000 4,950,000
Capital reserves 146,704 146,704
Reserves from profit 2,955,378 2,828,169
Revaluation surplus 10,269,542 2,593,847
Retained net profit or loss 41,431130 34,879,665
Net profit for the year 7417550 6,551,466
TOTAL 68,170,304 52,949,850
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10.8.1 Share capital

The share capital of Triglav Re is denominated in euros. It is divided into 15,000 no-par value shares. No
new shares were issued in 2014. All shares have been fully paid. The ownership structure is presented
in the Item 3. of the Management report.

In 2014, no dividends were paid out. A decision on the amount of dividends paid was adopted by the
Shareholders” Meeting of Triglav Re which will also decide on the amount of dividends to be paid for
the financial year 2014.

In line with the applicable legislation, the Company calculates its capital adequacy quarterly, and
throughout 2014 the Company complied with the capital adequacy requirements.

10.8.2 Revaluation surplus

in EUR
YEAR 2014 YEAR 2013
BALANCE AT 1)anuary 2014 2,593,847 2,912,392
Increase/decrease due to revaluation 9,444,627 333,646
Transfer to profit or loss due to impairment 0 86,892
Increase/decrease due to disposals -196,802 721,766
Tax -1,572,130 -17318
BALANCE AT 31 December 2014 10,269,542 2,593,847
10.8.3 Capital reserves
in EUR
YEAR 2014 YEAR 2013
Share premium account 543,044 543,044
Other capital payments under the Article of Association 603,661 603,661
TOTAL 1,146,704 1,146,704
10.8.4 Profit reserves
in EUR
YEAR 2014 YEAR 2013
Legal reserves 261,598 261,598
Statutory reserves 258164 258164
Credit risk equalization reserves 1,815,655 1,688,446
Other reserves from profit 619,961 619,961
TOTAL 2,955,378 2,828,169
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In accordance with the Internafional Financial Reportfing Standards as adopted by the EU, equalisa-
tion provisions are recorded in the financial statements under profit reserves in the item "Equity”. The
Insurance Act, however, prescribes that equalisation provisions shall be a part of technical provisions.
This represents an inconsistency between the requirements of the Insurance Act and the International
Financial Reporting Standards.

10.8.5 Earnings per share

The earnings per share shall be calculated as o net profit for the year attributable to the equity holders
of Triglav Re. For 2014, the earnings per share amounted to EUR 503 (in 2013 to EUR 445). The number
of ordinary shares is the weighted average number of ordinary shares issued during the year reduced
by the number of ordinary treasury shares. The number of ordinary shares used for the calculation of
the basic earnings per share was 15,000 (the same as in 2013). Given that there is no effect of options,
convertible bonds or similar effect, the diluted earnings per share are the same as the basic earnings
per share.

Net profit in accordance with the decision by Insurance Supervision Agency

in EUR
31.12. 2014 31.12. 2013
Net profit or loss for the period 7,544,759 6,679,057
Retained net profit(+)/retained net loss(-) 41,431,130 34,879,665
result for the year according to current standards 41,431130 34,879,665
Increase in profit reserves by Decision of Management Board 127209 127591
- increase in reserves for credit risks 127,209 127,591
Profit allocated by the General Meeting 48,848,681 41,431,130
- to shareholders 0 0
- carried forward to the following year 0 41,431130

The Shareholders’ Meeting of Triglav Re will decide on the allocation of the net profit for 2014.
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10.9 Liabilities from reinsurance contracts

inEUR

GROSS AMOUNT REINSURER’S SHARE NET AMOUNT
PROVISION FOR UNEARNED PREMIUM
Balance at 1)anuary 2013 23,947,338 9,820,526 14,126,813
Increase in 2013
Use in 2013 2,853,518 -2]157640 -695,877
Release in 2013
Balance at 31 December 2013 21,093,821 7662885 13,430,935
Increase in 2014 176,127
Use in 2014 -444,934 -619,062
Release in 2014
Balance at 31 December 2014 20,648,887 7,043,824 13,605,063
PROVISION FOR CLAIMS REPORTED BUT NOT SETTLED
Balance at 1)anuary 2013 78,164,962 44,109,494 34,055,468
Increase in 2013
Use in 2013 -11193,982 -10,079,248 14,734
Release in 2013
Balance at 31 December 2013 66,970,981 34,030,246 32,940,735
Increase in 2014 3,609,309 2,422,482 1186,827
Use in 2014
Release in 2014
Balance at 31 December 2014 70,580,290 36,452,727 34127562
PROVISION FOR CLAIMS INCURRED BUT NOT REPORTED
Balance at 1)anuary 2013 41,636,789 2881102 38,755,687
Increase in 2013 1,242,602 24,293 1,218,309
Use in 2013
Release in 2013
Balance at 31 December 2013 42,879,391 2,905,395 39,973,996
Increase in 2014 4,509,315 3,070,284 1,439,031
Use in 2014
Release in 2014
Balance at 31 December 2014 47,388,706 5,975,679 41,413,027
OTHER PROVISIONS
Balance at 1)January 2013 671,832 0 671,832
Increase in 2013
Use in 2013 -185,591 -185,591
Release in 2013
Balance at 31 December 2013 486,241 0 486,241
Increase in 2014
Use in 2014 -69,467 -69,467
Release in 2014
Balance at 31 December 2014 416,774 0 416,774

Retrocessionaires’ shares in the provisions for reinsurance contracts are presented in the Ifem 11.5 of

this Report.
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Due to the specific nature of reinsurance business, the changes in provisions for unearned premiums,
provisions for claims reported but not setftled, and provisions for claims incurred but not reporfed (IBNR)
are disclosed as a change (positive or negative) in the individual provisions and not as an increase or
decrease of each item separately.

10.9.1 Trends in reinsurance claims settled

This section presents a development of the claims settled. The development of claims cannot be di-
rectly presented since Triglav Re is a reinsurance company. The tables below indicate the adequacy of
gross and net provisions for 2014. Originally assessed provisions shown in the fables below comprise
claims provisions (including the IBNR provisions) and unearned premiums. Considering the specifics of
reinsurance business, the Company cannot base its actuarial estimate for the outstanding claims pro-
visions on the triongle of cloims setftled prepared on an accident year basis, but rather prepares dota
on the claims settled by an underwriting year, and then, by applying appropriate actuarial techniques,
estimates potential liabilities by underwriting years in the future. For this reason, provisions for un-
earned premiums are also included in this presentation.

The table below gives a review, in the friangle format, of the adequacy of gross and net claims provi-
sions as ot 31 December 2014 for the lost five years.

Gross provisions for outstanding claims and unearned premiums

in EUR
YEAR 2009 | YEAR 2010 YEAR 2011 YEAR 2012 | YEAR2013 | YEAR 2014
Originally assessed 90,871,016 103,175,910 1M122,856 143,749,089 | 130,944,192 | 138,617882
Reassessed after 1year 87737266 103,672,331 112,761,493 127789,537 | 120,148,565
Reassessed after 2 years 83,675,284 97304,488 | 109,505,707 | 126,428,469
Reassessed affer 3 years 83,153,998 98,718,705 113,078,904
Reassessed after 4 years 83,935,360 97620,557
Reassessed after 5 years 86,090,472
CUMULATIVE SURPLUS 4,780,544 5,555,352 -1,956,047 17,320,620 | 10,795,628
Cumulative gross claims paid
inEUR
YEAR 2009 | YEAR 2010 YEAR 2011 YEAR 2012 | YEAR2013 | YEAR 2014
1year later 39,954,883 44,587174 44,065,502 49,102,955 37901,345
2 years later 52,826,077 60,566,674 | 60,908,549 | 62,904,080
3 years later 60,361,367 65,914,177 66,516,298
4 years later 63,378,012 68,341,922

5 years later 64,982,580

99
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Net provisions for outstanding claims and unearned premiums

in EUR
YEAR 2009 | YEAR 2010 YEAR 2011 YEAR 2012 YEAR 2013 | YEAR 2014
Originally assessed 64,497195 74,329,479 83,747,731 86,937968 86,345,666 89,145,652
Reassessed after 1year 61,638,190 72,159,962 74,356,154 76,988,745 77189,351
Reassessed after 2 years 55,371175 64,033,880 70,913,508 71,377.294
Reassessed affer 3 years 52,543,289 | 62,523,805 68,707301
Reassessed after 4 years 53,134,768 61,858,282
Reassessed after 5 years 53,278,497
CUMULATIVE SURPLUS 11,218,698 12,471,197 15,040,430 | 15,560,675 9,156,315
Cumulative net claims paid
in EUR
YEAR 2009 | YEAR 2010 YEAR 2011 YEAR 2012 YEAR 2013 | YEAR 2014
1year later 2816591 31,308,735 33,523129 31,260,310 30,885,379
2 years later 36,152,982 41,368,853 42,939,670 42,014,907
3 years later 39,202,785 | 44,627642 47677721
4 years later 40,982,794 46,621,905
5 years later 42,405,954

The tables above show the adequacy test of gross and net provisions for the Company’s reinsurance
contfracts, including unearned premiums. Namely, the assessed liahilities of reinsurance companies
are normally arranged by underwriting years and, thus, also comprise liahilities to be seftled with the
unearned premiums. The first triangle in the table shows the originally assessed provisions by financial
year and its reassessment (up to five years later). The next triangle in the table shows the amount of
cumulative seftled and paid claims. The cumulative excess in net provisions (calculated by deducting
the last known assessment of provisions from the original assessment of provisions) amounted to EUR
9.2 million in 2014 for the year 2013.
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10.10 Other provisions

Other provisions, development of provisions for retirement benefits and

change in parometers

sensitivity analysis of the

inEUR
Initial Final situation
situation at Use Formation Release at 31 Decem-
1January 2014 ber 2014
Provision for untaken holidays of 69728 0 25,570 0 95,299
employees
Provision for long-service benefits 15123 -3,676 3,049 0 14,496
Provision for retirement benefits 47559 5.727 53,286
Total 132,410 -3,676 34,346 0 163,081
Initial Final situation
situation at Use Formation Release at 31 Decem-
1January 2013 ber 2013
Provision for untaken holidays of 70367 0 0 639 69728
employees
Provision for long-service benefits 13,213 -2,054 3,965 0 15123
Provision for retirement benefits 39,068 8,491 47559
Total 122,648 -2,054 12,456 -639 132,410
Development of provisions for long-service and retirement benefits
31.12.2014 31.12.2013
UNDER 1YEAR 15,357 2,536
BETWEEN 1AND 5 YEARS 5169 16,380
BETWEEN 5 AND 10 YEARS 4,424 5167
OVER 10 YEARS 42,833 38,599
67,783 62,682




102

TRIGLAV RE Business Report 2014

3112.2014
Provisions for Change Change in %.1!:
personnel amount of provisions
Interest rate
Parallel shift of discount curve for +0.25% 65,346 -2,437 -36%
Parallel shift of discount curve for -0.25% 70,358 2575 3.8%
Expected wage growth
Change in annual wage growth for +0.50% 72,776 4,993 74%
Change in annual wage growth for -0.50% 63,262 -4,521 -6.7%
Mortality rate
Constant increase of mortality rate for +20% 66,276 -1,507 2.2%
Constant increase of mortality rate for -20% 69,340 1,557 23%
Early termination of employment
Parallel shift of curve for +20% 61,916 -5,867 -8.7%
Parallel shift of curve for -20% 74,472 6,689 9.9%

Actuarial gains are not recognized through the statement of other comprehensive income of the Com-
panuy.

10.11 Operating and other liabilities

in EUR
YEAR 2014 YEAR 2013
Liabilities from reinsurance contracts 42,637,649 43,739,381
- of which liahilities to related companies 12,385,703 14,259,700
Tax liabilities from legal persons’ income 221,230 321,193
Other liabilities 720,141 627424
Liabilities for wages 168.876 141,223
Other liabilities 161,642 202,838
- of which other liabilities to related companies 87695 75198
Other accrued costs and expenses 389,623 283,363
- of which provisions for employment benefits 373,640 266,196
TOTAL 43,579,020 44,687,998

Liabilities from reinsurance contract are of short-term nature. They include liabilities to insurance com-
panies arising from shares in claims and commissions, and premium payment liabilities. Liabilities are
stated at historical cost, which is equal to fair value. At 31 December 2014, the sum of all due liobilities
from active operations amounted to EUR 18,553,727; and by 12 March 2015, the Company has settled
due liahilities in the total amount of EUR 1,277382. The remaining amount of unpaid liabilities relates
to the liabilities for which the reinsurance contracts provide that they shall be paid only after our ced-
ants pay their liohilities o our Company. Another category of the unpaid due liabilities are those that
shall, upon payment, be offset against the Company’s receivables toward partners, but by the date of
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the statement of the financial position the partner has not yet settled the balance. This is the reason
why the Company still has both outstanding receivables from and outstanding liabilities to individual
partners recorded at the date of the statement of financial position.

The maturity structure of liabilities and receivables for inward and outward operations is shown in the
[tem 13.4.6.
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In Japan, Daikokuten, the god of great darkness or blackness, or the god of
five cereals, is one of the Seven Lucky Gods. Daikokuten evolved from the
Buddhist form of the Indian deity Shiva intertwined with the Shinto god
Okuninushi. The name is the Japanese equivalent of Mahakala, the Buddhist
name for Shiva.

The god enjoys an exalted position as a household deity in Japan. Daikoku's
assaciation with wealth and prosperity precipitated a custom known as
fukunusubi, or “theft of fortune”.

https://en.wikipedia.org/wiki/Daikoku-ten
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STATEMENT

111  Net reinsurance premium income

11 DISCLOSURES TO THE INCOME

in EUR

YEAR 2014 YEAR 2013

Gross reinsurance premiums written 105,198,717 105,015,611
- premium ceded by Insurers to reinsurance 67661,392 70,384,066
- premium ceded by Reinsurers to reinsurance 37537325 34,631,545

Reinsurance premiums ceded to refrocession -47308,333 -48,433,858
Change in gross pravisions for unearned premiums 444,934 2,853,518
Eg‘;?fne;;i;):g%ziizhure in the change of provisions for 619.062 2157640
TOTAL 57,716,257 57,277,631
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Breakdown of reinsurance premiums, claims incurred and operating expenses by class of business

The analysis of gross reinsurance premiums written and gross claims settled by class of business is
shown in the below table.

in EUR
Insurance
YEAR 2014 Gross rein'sur- Gross e:urned Gross c.luims Gross claim acquisition
ance premiums premiums paid expenses costs and other
operating costs
Accident insurance 4147051 3747548 1,453,444 2,271,281 113,071
Health insurance 19,638 16.501 96.846 -42,681 535
t‘;’gg motor vehicle insur- 10,738,907 10,895,766 5,296,234 5277619 292.800
Railway insurance 519,889 519,076 40 1,020,040 14,175
Aircraft insurance 873,030 515,470 12,696 -5,434 23,803
Marine insurance 2,386,184 2,390,250 219208 1,986,659 65,060
Cargo insurance 1,704,155 1,920,286 638,581 539,433 46,464
Fre on noturalforces 52707458 | 41445468 19051731 19,340,560 1164433
%Tshuer[]ﬂg;mge foproperty | 57 582330 248443783 3195.872 164639103 615715
Motor TPL insurance 8,215,386 8,506,571 4,912,837 8,062,468 223,995
Aircraft liability insurance 582,796 457820 617439 -874,095 15,890
Marine liability insurance 308,762 260,277 31,475 -484,090 8,419
General liability insurance 4,233,626 4,009,964 873,340 6,845,732 115,431
Credit insurance 2,758,184 2,779,359 T20.774 362,060 75,203
Suretyship insurance 642,589 589,616 127700 -110,763 17520
I";;f;'?ﬂli?g;gé”“”“”' 1,915,241 1891.760 747767 778197 52220
Legal expenses insurance 41589 42,303 400 3,989 1134
Assistance insurance 426,023 403,939 358,996 326.304 1,616
Life insurance 395,878 407894 197582 264,896 10,794
TOTAL 105,198,717 105,643,651 50,526,261 58,644,885 2,868,277
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in EUR
Insurance
YEAR 2013 Gross rein_sur- Gross gumed Gross c_luims Gross claim acquisition
ance premiums premiums paid expenses costs and other
operating costs
Accident insurance 2,041,451 2,204,555 1,414,851 813,252 54,009
Health insurance 2,693 2,470 48,41 -8,496 il
Land motor vehicle insurance 1,516,064 1577037 5.449,556 5.386.952 304,67
Railway insurance 515,860 515,860 0 -67 13,648
Aircraft insurance 172,385 600,557 51,813 -53,808 4,561
Marine insurance 1,999,848 1.978,882 117075 2,414,521 52,908
Cargo insurance 2,979,431 313,01 800,519 1122,808 78,824
Eir:'ie"”d natural forces insu- | 999 g3y 42,550,260 24,688,087 20186995 1M0918
%T:Uer[]g‘;"uge o property 23275906 | 24463352 | 12439946 13.057594 615,791
Motor TPL insurance 9,616,657 9,776,686 6,900,654 4,595,676 254,420
Aircraft liobility insurance 390,462 551,066 410,644 231185 10,330
Marine liability insurance 186,036 178,894 21,316 151,841 4,922
General liability insurance 3,776,496 3,785,509 4,984,163 -5,765 99,912
Credit insurance 2,681100 2,749,877 1,299,134 1men 70932
Suretyship insurance 766,024 667309 -12,259 234,334 20,266
:\ggee;'i“nr;i?ssg”””“0' 221101 2225700 1031144 1503,405 58,497
Legal expenses insurance 43,385 44,389 347 650 1148
Assistance insurance 453,799 492,725 351,824 334,440 12,006
Life insurance 395,980 390,991 126,943 148,703 10,476
TOTAL 105,015,611 107,869,129 61,177,268 51,225,889 2,778,308
Profit/loss from retroceded premiums, commissions and claims
in EUR
YEAR 2014 YEAR 2013
Reinsurance premiums ceded to refrocession 47308,333 48,433,858
Eg‘%ﬁiionuires' share in the change in provisions for unearned 619,062 2157640
RETROCEDED PREMIUMS EARNED 47,927,394 50,591,498
Retrocessionaires’ share in claims paid 12,625,574 23,466,064
Change in retroceded provisions for claims reported but not settled 2,422,482 -10,079,248
Change in retroceded provisions for claims incurred but not reported 3,070,284 24,293
RETROCEDED EXPENSES FOR CLAIMS 18,118,339 13,411,109
Commission income 10,002,303 8,596,581
PROFIT/LOSS FROM RETROCESSION 19,806,752 28,583,808
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The table shows the Company’s technical result of retrocession in 2014 and 2013. The refroceded pre-
miums earned represent a written reinsurance premium ceded fo refrocession (outward reinsurance)
reduced by the retroceded unearned premium to the reinsurers. Retroceded claims incurred represent
gross insurance payments or compensations received from retrocession (outward reinsurance), re-
duced by refroceded claims provisions to the reinsurers. Received reinsurance commission is charged
for outward reinsurance activities and represents the Company’s income.

1.2 Income and expenses from financial assets

1.21 Income from financial assets

in EUR

YEAR 2014 YEAR 2013
Income from financial assets in related companies 98,258 98,801
- Interest income 98,258 98,801
Interest income 4,139,421 3,953]164
- financial assets available-for-sale 3,979,980 3,580,340
- financial assets at fair value through profit or loss 38,248 15,692
- loans and recivables 121193 357132
Dividend income 49,799 32,448
- financial assets available-for-sale 49,799 32,448
Income from change in fair value 145,026 250,734
- financial assets at fair value through profit or loss 145,026 250,734
Realised gains 2,453,710 1,355,750
- financial assets available-for-sale 2,407,012 1,334,350
- financial assets at fair value through profit or loss 46,698 21,400
- loans and recivables 0 0
Other financial income 1,971,286 1,074,087
TOTAL 8,857,500 6,764,984

Upon disposal of financial assets, net realised gains from available-for-sale assets are fransferred
from the provisions for change in the fair value under equity, and are recognised in the profit or [0ss in
the amount of EUR 2,407,012 (in 2013 of EUR 1,334,350). Other financial income mainly consists of foreign
exchange gains from investments and of operating receivables amounting to EUR 1,971,219 (in 2013 of
EUR 1,074,087).
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11.2.2 Expenses from financial assets

in EUR

YEAR 2014 YEAR 2013
Expenses from change in fair value 151,547 0
- financial assets at fair value through profit or loss 151,547 0
Losses from disposal of financial investments 36,736 662,595
- financial assets available-for-sale 12,025 425,445
- financial assets at fair value through profit or loss 10,039 237150
- loans and deposits 14,671 0
Expenses from impairment of financial assets 0 408,523
- financial assets available-for-sale 0 86.892
- loans and deposits 0 321,631
Other financial expenses 1,496,290 1,895,260
TOTAL 1,684,574 2,966,378

In 2014, the Company did not impair the financial assets (in 2013: under the item “Available for sale” for
the amount of EUR 86,892, under "Loans and deposits” for EUR 321,631). Other financial expenses in
the amount of EUR 1,496,290 (in 2013 of EUR 1,895,260), which account for the highest amount among
expenses from financial assets, include foreign exchange losses amounting to EUR 738,756 (in 2013 of
EUR 1,434,761), other financial expenses in the amount of EUR 327264 (in 2013 of EUR 228,396), and op-
erating expenses related to assets management in the amount of EUR 230,218 (in 2013 of EUR 232,103).

NET INCOME/EXPENSES FROM FINANCIAL ASSETS

Interest income of the impaired assets that are classified as available for sale amounted to EUR 8,876
in 2014 (2013: EUR 8,877), and enfirely relates to the stafe bond of Greece, which was in March 2012
replaced by Greece with new securities which are classified in the group “as ot fair value through profit
or loss”. Interest income of impaired assets that have been classified as loans and deposits, in 2014
amounted to EUR 2,158 (2013: no such assets). Other impaired securities are presented by equity in-
vestments.
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VEUR
Financial
A.ssets Loans and us.sets Financial
available for » at fair value o Total
sale receivables through derivatives
profit or loss
YEAR 2014
Icnocr[rjlr;];nfigosm investments in related 98258 0 0 0 98258
Interest income 3,979,980 121193 38,248 0 4,139,421
Income from dividends and shares 49,799 0 0 0 49,799
Income from change at fair value 0 0 145,026 0 145,026
Realized gains 2,407,012 0 46,698 0 2,453,710
Other financial income 1.971,286 0 0 0 1,971,286
TOTAL INCOME 8,506,335 121,193 229,972 0 8,857,500
Realised losses 12,025 14,671 10,039 0 36.736
Expenses from change at fair value 0 0 151,547 151,547
Impairment expenses 0 0 0 0 0
Other financial expenses 1,496,290 0 0 0 1,496,290
TOTAL EXPENSES 1,508,315 14,671 161,587 0 1,684,574
TOTAL NET INCOME/EXPENSES 6,998,020 106,522 68,386 0 7172,926
YEAR 2013
Icnocrt:]r;(]enfig;m investments in related 98.802 0 0 0 98.802
Interest income 3,580,340 357132 15,692 0 3953164
Income from dividends and shares 32,448 0 0 0 32,448
Income from change at fair value 0 0 250,734 0 250,734
Realized gains 1,334,350 0 21,400 0 1,355,750
Other financial income 1,074,087 0 0 0 1,074,087
TOTAL INCOME 6,120,027 357132 287,826 0 6,764,985
Realised losses 425,445 0 237150 0 662,595
Impairment expenses 86,892 321,631 0 0 408,523
Other financial expenses 1,895,260 0 0 0 1,895,260
TOTAL EXPENSES 2,407,597 321,631 237150 0 2,966,379
TOTAL NET INCOME/EXPENSES 3,712,430 35,501 50,676 0 3,798,606
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1.3 Commission income and expenses

inEUR
YEAR 2014 YEAR 2013
Commission income 10,002,303 8,596,581
Commission paid -22,016,606 -20,913,598
DIFFERENCE -12,014,303 -12,317,017

The reinsurance commission income is accounted for in connection with the outward reinsurance
business (i.e. reinsurance operations, which are retroceded fo other Reinsurers) and represents the
Company’s income, while the reinsurance commission expense is accounted for in connection with
the inwards reinsurance business (i.e. reinsurance business ceded to Triglav Re by cedants and retro-
cedants) and represents the Company’s expense. The reinsurance commission expense exceeds the
reinsurance commission income and, thus, has a negative impact on the result, i.e. it increases the
Company’s operating expenses.

1.4 Net claims incurred

in EUR

YEAR 2014 YEAR 2013
Gross claims paid 50,526,261 61177268
Retrocessionaires’ share in claims incurred 12,625,574 23,466,064
Change in gross pravisions for claims recorded but not settled 3,609,309 -11193,982
Change in retroceded provisions for claims recorded but not settled -2,422,482 10,079,248
Change in gross provisions for claims incurred but not recorded 4,509,315 1242,602
Change in retroceded provisions for claims incurred but not recorded -3,070,284 -24,293
TOTAL 40,526,546 37,814,780
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1.5 Operating expenses

The table below presents operating expenses by their nature and by functional groups.

in EUR
INSURANCE
Depreciation costs 22,566 5,261 40,41 68,238
Labour costs 712,810 166,186 1,276,463 2,155,459
- gross wages 546,624 127441 978,866 1652931
- social security costs 40,796 9,511 73,055 123,362
- pension insurance costs 50,456 1,763 90,354 152,573
- other labour costs 74,934 17,470 134,88 226,592
Costs of services provided by
natural persons not involved in 1,346 314 2,410 4,070
business activity
Other operating costs 258,820 60,342 463,481 782,643
TOTAL 995,543 232,103 1,782,765 3,010,410
in EUR
INSURANCE
Depreciation costs 21198 4,347 32,964 58,509
Labour costs 839,304 172123 1,305,172 2,316,600
- gross wages 635,381 130,303 988,058 1.753,742
- social security costs 42,674 8.751 66.360 17785
- pension insurance costs 63,456 13,013 98,678 17547
- other labour costs 97794 20,055 152,076 269,925
Costs of services provided by
natural persons not involved in 3,020 619 4,697 8,336
business activity
Other operating costs 259,063 53128 402,859 715,051
TOTAL 1,122,585 230,218 1,745,692 3,098,496

The Company discloses the operating expenses in the Income Statement by functional groups. Asset
management costs for 2014 amounted o EUR 230,218 (in 2013 to EUR 232,103) and are reported in the
line “Financial expenses” of the Income Statement.

Total labour costs in addition to the above amount of EUR 2,316,600 (in 2013 of EUR 2,155,459) also
include awards to employees and management on the basis of operating results in 2014 in o total
amount of EUR 304,116 (in 2013 of EUR 245,355). That amount which includes all fees and taxes borne
by the employer is recorded under the item "0ther expenses”.
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Auditing and consultancy costs

in EUR
YEAR 2014 YEAR 2013
Audit of annual report 27450 27450
Other qudit services 0 0
Tax consultancy services 0 0
Other non-audit services 13,329 35,928
1.6 Tax expenses
in EUR
YEAR 2014 YEAR 2013
Current income tax expenses 1.489,285 1383,334
Deferrred income tax expenses 52,924 71,445
TOTAL 1,542,209 1,311,889

Deferred income tax expense in the amount of EUR 52,924 increases the fotal fax expense recorded
in the income statement, while in the past year it decreased by EUR 71,445. Deferred income tox ex-
pense consists of deferred tax provisions for fermination and jubilee benefits in the amount of EUR
434 (in 2013 of EUR 1,407) and deferred tox assets due to impairment of investments in the amount of
EUR 60,418 (in 2013 of EUR 70,038). Income tax and deferred faxes are calculated at the tox rate of 17
percent, the same as in the previous year. The effective tax rate in 2014 amounted to 170 percent (in
2013 10 16.4 percent).

Reconciliation of accounting profit for the period and income tax expense

in EUR

YEAR 2014 YEAR 2013
Accounting profit for the year before income tax payment 9,086,968 7990946
Income tax at the rate of 17% 1,544,785 1,358,461
Differences:
Non-deductible expenses -34,71 41,530
Tox exempt income -8,528 -5.456
Income that increases fax base 426 273
Tax relief -12,687 1474
Change of temporary differences 52,924 71,445
Deferrgd tax expenses arising from writing-off of previously 0 0
recognised deferred tax assets
TOTAL 1,542,209 1,311,889
Effective tax rate 17.0% 16.4%
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In 2014, Triglav Re recorded the income tox arising from the corporate income in the amount of EUR

221,230 (in 2013 of EUR 321193).

Tax effect on the individual lines of comprehensive income

in EUR
Net Net
Before tox Tax amount Before tax Tax amount
2014 2013
Net profit/loss from remeasuring
available-for-sale financial assets 9,247825 -1,572130 7675,695 -301,228 17318 -318,546
Comprehensive income for the year 9,247,825 | -1,572,130 | 7675,695 | -301,228 -17318 -318,546

1.7 Cash flow statement

Cash flow statement is prepared by using the indirect method, whereas in the investment part on the
basis of the actual cash flows. Cash flows from operating and investing activities are prepared on the
basis of dota from the statement of financial position and adequately adjusted for non-cash flow
items (impairments and changes in provisions for claims incurred and other provisions). Income and
expenses reloted to infangible assets and property, plant and equipment were computed on the basis
of changes in their carrying amounts and adjusted for amortisation and depreciation, and increased or
decreased for gains or losses upon disposal. Cash flows from financing activities are recorded on the

basis of actual payments.

1.8 Off-balance sheet records

Presentation of the off-balance sheet records

in EUR
YEAR 2014 YEAR 2013
Receivables from option contracts 0 315.000
TOTAL OFF-BALANCE SHEET RECORD 0 315.000

Off-balonce- sheet records in 2013 refer to the option granted by the Greek State, which the Company
has acquired by conversion of the Greek bond. The option was sold in 2014.
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(opfical illusion)

Sanmen Daikoku is three-headed Daikoku. It is believed to protect the Three
Buddhist Treasures (the Buddha, the low; and the community of followers).
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g RISK MANAGEMENT

Triglav Re gims to implement a comprehensive risk management system as a key component of good
management and effective yield management. The Company is aware that the risk constitutes an
essential part of corporate and business planning and of the functioning of individual services. In ad-
dition, Triglav Re endeavours to implement the full Solvency Il requirements; it has defermined the
ultimate acceptable level of risk and set up o system of risk assessment and management for the
risks to which it is exposed. This can be achieved with better decision-making and a well-planned risk
management including a system of controls; with the establishment, strengthening and replication
of good business practices in respect of risk management; and with quality risk management, at the
level of both Triglav Re and the Triglav Group, coordinated by the Risk Management Department of
Zavarovalnica Triglav, d.d.

The Company is exposed to risks arising from all lines of business, such as reinsurance risk (from rein-
surance business), operational risk and financial risk. Being a dynamic entity, Triglav Re generates new
risks that are to be controlled and managed. The Company aims fo proactively identify, understand
and manage risks arising from the operation of its divisions and services and associoted with the Com-
pany’s plans and strategy to advance well-thought-out and responsible risk exposure. Triglav Re does
not support uncontrolled risk exposure, but rather applies the table of retentions for any assumed
insurance or reinsurance business, detailing the maximum limit of liability in any one category of risk
that the Company covers by its own retention.

A more detailed description of risk management can be found in the Chapter 5.

121 Reinsurance risk management

Reinsurance risks refer to the uncertainty of reinsurance events. These are the risks that reinsurance
claims are higher than expected and/or that premiums earned are lower than expected.

Triglav Re concludes outwards reinsurance agreements (retrocession agreements) for a portion of the
risks assumed in order to control its exposure o losses and o profect capital resources. The Company
buys a combination of proportionate and non-proportionate retrocession agreements to reduce its
exposure so as to comply with the amounts in the table of retentions. To protect against the accumula-
tion of o greater number of losses arising out of one occurrence (e.g. a natural disaster), the Company
buys non-proportional catastrophe cover.

The table below shows the amount of gross reinsurance premiums, the claims ratio and the combined
rafio in 2014 and 2013. The combined ratio includes the claims ratio and the expense ratio. In Triglav Re,
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the latter is calculoted without operating expenses and, thus represents the share of commissions
paid with regard to the actual premium or the premium earned.

Gross reinsurance premium, loss ratio and combined ratio in 2014 compared to 2013

in EUR
YEAR 2014 YEAR 2013
Gross . Combined Gross . Combined
premiums SIS ratio premiums Loss ratio ratio

01: Accident insurance 4147051 60.6% 92.3% 2,041,451 36.9% 63.1%
02: Health insurance 19,638 -258.7% -161.8% 2,693 -344.0% -260.5%
03:Land motor vehicle insurance 10,738,907 48.4% 611% 11,516,064 46.5% 56.9%
O4:Railway insurance 519,889 196.5% 196.7% 515.860 0.0% 01%
05: Aircraft insurance 873,030 -11% 3.9% 172,385 -9.0% -4.0%
06: Marine insurance 2,386,184 831% 103.3% 1,999,848 122.0% 1421%
07:Cargo insurance 1,704,155 281% 46.7% 2,979,431 36.1% 56.5%
ﬁiﬂfﬂggd nafural forces 02707458 | 467% 728% | 41990934 |  474% 71.0%
%%SJOhfgedumuge o property 22582330 | 58.9% 787% | 23275906 |  53.4% 723%
10: Motor TPL insurance 8,215,386 94.8% 105.1% 9,616,657 470% 61.5%
11: Aircraft liahility insurance 582,796 -190.9% -180.9% 390,462 42.0% 51.6%
12:Marine liability insurance 308,762 -186.0% -1576% 186,036 84.9% 106.9%
13: General liability insurance 4,233,626 170.7% 182.7% 3,776,496 -0.2% 1.2%
14: Credit insurance 2,758,184 13.0% 30.5% 2,681,100 40.4% 58.0%
15: Suretyship insurance 642,589 -18.8% 52% 766,024 351% 61.5%
:ﬁ;mgggu”eous financiallosses | g oy -411% 13.5% 2.2m101 675% 86.9%
17: Legal expenses insurance 41,589 9.4% 33.8% 43,385 1.5% 25.7%
18: Assistance insurance 426,023 80.8% 102.3% 453,799 679% 80.8%
19: Life insurance 395,878 64.9% 877% 395,980 38.0% 116.6%
TOTAL 105,198,717 55.5% 76.4% 105,015,611 475% 66.9%

It is estimated that the most extensive losses arises from natural catastrophes. The risks are con-
trolled by continuous monitoring of separate geographical accumulations and the assessment of prob-
able maximum losses caused by o natural disaster. Based on the analysis of observations, Triglav Re
buys the retrocession cover for net claims in its own retention.

Retrocession

Triglav Re retrocedes o portion of its business through (outward) refrocession contracts in order to
manage ifs reinsurance risks.

The risks retroceded to a reinsurer include the credit risk that occurs if the reinsurer fails to meet con-
tractual obligations. The Company monitors the financial conditions of the reinsurers and, as a rule,
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enters into retrocession reinsurance contracts only with the reinsurers roted at least “A - for liability
reinsurance, and with reinsurers rated at least "BBB +” for other classes of reinsurance.
The table below shows the refroceded (outward) premium, claims ratfio and combined ratio for outward
business (retrocession). The movements of these results in comparison o the preceding year neither
increases nor decreases the Company’s risk exposure because the differences are due to the changes
in major or catastrophe claims that are retroceded to reinsurers. In the case of outward business, the
combined ratio is the sum of the claims ratio and the expense ratio. In the case of Triglav Re, the latter
is calculated as a share of commission income in relation to the actual retroceded (outward) premium.

Outward reinsurance premium, loss ratio and combined ratio from retrocession in 2014 compared

10 2013
in EUR
YEAR 2014 YEAR 2013
Outward Loss ratio - co::;i"fd Outward Loss ratio - c"r:‘:;;"fd
premiums | refrocession retrocession premiums | refrocession retrocession

01: Accident insurance 186,678 22.5% 42.6% 193,350 20.3% 351%
02: Health insurance 8,655 100.2% 100.2% 451 116.1% 116.1%
03:Land motor vehicle insurance 4,488,423 177% 25.3% 5.437707 17.8% 24.5%
04:Railway insurance 512,104 199.5% 199.5% 509,625 0.0% 0.0%
05: Aircraft insurance 782191 0.0% 5.7% m,.220 -79% -3.0%
06: Marine insurance 86,263 173% 22.3% 34,416 1019.8% 1024.8%
07:Cargo insurance 947786 -01% 22.0% 1,345,679 01% 14.3%
ﬁiﬂfﬂggd natural forces 22835698 |  214% 49.6% 22,921.414 231% 441%
%%S:thcredum“ge o property 8352608 |  29.0% 4a8% | 8765436 75% 621%
10: Motor TPL insurance 1,821,002 229.9% 236.8% 2,095,672 22.6% 31.9%

11: Aircraft liobility insurance 567188 -209.4% -194.5% 354,671 49.7% 63.7%
12:Marine liability insurance 15,68 -34470% -3442.0% 18,677 770.3% 775.9%
13: General liobility insurance 2,611,054 252.5% 261.7% 2,096,750 -55.2% -48.7%
14: Credit insurance 1,698,107 14.3% 35.0% 1617839 48.7% 69.1%
15: Suretyship insurance 424,691 -46.9% -21.3% 488,503 35.8% 611%
16: Miscellaneous financial losses | jqq 5 -470% 15.6% 1937025 62.5% 84.0%
insurance

17: Legal expenses insurance 0 0.0% 0.0% 0 0.0% 0.0%
18: Assistance insurance 0 0.0% 0.0% me55 -8.3% -8.3%
19: Life insurance 371,437 69.1% 100.5% 393,769 39.0% 133.4%
TOTAL 47,308,333 378% 58.7% 48,433,858 26.5% 43.5%
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12.2 Technical provision risk

Technical provision risk is the risk that the provisions made for reinsurance contracts are lower than
required. Triglav Re manages such risk with consistent compliance to all laws and regulations and
resolutions regarding the liahilities from reinsurance contracts, and, in addition, by applying actuarial
methods in annual provisioning for incurred but not reporfed claims (IBNR provision). Considering the
specifics of reinsurance business, Triglav Re cannot base its actuarial estimate of provisions for claims
outstanding on the tfriangle of claims settled prepared on the basis of occurrence, but rather prepares
data on cloims settled by contract years, and then, by applying appropriate actuarial techniques, es-
timates potential liabilities by contract years in the future. Provisions for claims outstanding are not
discounted. The cumulative excess in provisions for all confract years is positive, which also proves thaot
the risk of insufficient technical provisions was well managed in 2014.

As at 31 December 2014, the Company recorded the total balance of net technical provisions in the
amount of EUR 89,562,426. Net technical provisions of Triglav Re on the last day of the 2014 financial
year comprise the following provisions:

in EUR
YEAR 2014 YEAR 2013
Net provisions for unearned premium 13,605,063 13,430,935
Net provisions for bonuses, rebates and cancellations 12,278 20,389
Net provisions for outstanding claims 75,540,589 72,914,731
Provisions for unexpired risks 404,496 465,852
TOTAL 89,562,426 86,831,907

Considering the balance os atf 1january 2014, net technical provisions increased by 3.1 percent and were
in total covered by investments of assets backing liabilities at 31 December 2014. Due fo the imple-
mentation of the IFRS, the equalisation provisions for credit insurance amounting to EUR 1,815,655 were
again recognised in the statement of financial position (under the item Equity), and are for that reason
not separately disclosed under technical provisions.

12.3 Capital adequacy and solvency risk

Solvency |

In compliance with the Insurance Act and other implementing regulations, Triglav Re is obliged fo en-
sure the capital adequacy with regard to the volume and type of its reinsurance operations.

The prescribed methodology for computing the minimum capital requirement for 2014 remained the
same as in 2013. The minimum capital for 2014 was calculated pursuant to Arficle 110 (2), first indent, (3),
first indent and Paragraph 12, and Article 112, Paragraph 4 of the Insurance Act, which provides that the
sum of insurance premiums earned in the previous financial year up to the amount of EUR 50 million
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shall be multiplied by 018, while the amount of insurance premiums exceeding EUR 50 million shall be
multiplied by 016. In addition, the annual sum of claims for payment of indemnities up to EUR 35 million
shall be multiplied by 0.26, while the amount of such claims exceeding EUR 35 million shall be multi-
plied by 0.23. The Decision on the amendment of the amounts for the calculation of minimum capital
and amounts of the guarantee fund for the insurance companies (Official Gozette of the Republic of
Slovenia No. 102/2012, 21 December 2012) further prescribes that the guarantee fund of reinsurance
companies shall never fall below the amount of EUR 3.4 million.

Capital adequacy

YEAR 2014 YEAR 2013 Index
Required solvency margin 13,745,673 13,745,673 100.0
Available solvency margin 48,819,621 42198132 115.7
Surplus of available solvency margin 35,073,948 28,452,459 1233

As ot 31 December 2014, the required minimum capital of Triglav Re amounted to EUR 13,745,673 (the
same as in 2013), while the available copital To EUR 48,819,621 (in 2013 to EUR 42,198,132). The capital
surplus over the required minimum capital is rather high amounting to EUR 35,073,948 as at 31 Decem-
ber 2014 (EUR 28,452,459 as at 31 December 2013) and, therefore, it is realistic to state that the risk of
capital inadequacy is negligible.

It is evident that the capital surplus has increased over the required minimum capital in 2014, predomi-
nantly due to the increased level of retained earnings from the previous years by approximately EUR
6.6 million. The available capital exceeds the required minimum capital by more than 255 percent,
which means that Triglav Re adequately manages the capital adequacy risk.

The Company complied with the requirements under the capital adequacy throughout the financial
year.

Solvency Il

2014 was marked by the preparations of legislative acts and implementing acts under the new solven-
cy regime (Solvency I1), especially in the fields of management system, own risk assessment, solvency
risk management system and the reporting of capital adequacy.

In 2014, the Company intensively continued to implement the requirements of Solvency I, which will
enterinto force on 1january 2016. For this purpose, the Company has employed a professional who par-
ticipates and coordinates the upgrading of the process of effective risk management. A working group
for Solvency Il was also set up; the principal task is tfimely and full implementation of the new regula-
tory requirements. In 2014, festing and use of the application Tagetik has continued, since it includes
all necessary functionality for regulatory reporting in accordance with the requirements of Solvency .
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The Company verified its capital adequacy under Solvency Il by calculation on the cut-off date 31 De-
cember 2013 and the results showed that the highest risk is still the non-life risk, followed by market
risk, operational risk, default risk and health insurance risk.

In 2015, the Company will continue with the establishment of effective risk management system in
compliance with all the requirements of Solvency II, which is important for a safe and stable operation
of the Company in the future.

12.4 Financial risk management

Transactions in financial instruments are always accompanied by financial risks. These risks include
markeft risk, credit risk (including reinsurance credit risk) and liquidity risk. Each of these risks is de-
scribed below including o review of the ways that the Company manages those risks.

12.4.1 Liquidity risk management

Triglav Re actively manages its assets using an approach that balances quality, diversification, asset/
liability matching, liquidity and investment return. The goal of the investment process is to opfimise
the after-tax, risk-adjusted investment income and risk-adjusted total return, whilst ensuring that the
assets and liahilities are managed on a cash-flow and duration basis. Due atftention is given to the
compliance with the rules established by law.

Liquidity risk arises from the general funding of the Company’s activities and from the management of
its positions. It includes both the risk of being unable to fund assets at appropriate maturities and in-
terest rates, and the risk of being unable 1o liquidate an asset at a reasonable price and in an appropri-
ate tfimeframe. The maturity structure of financial assets and liabilities is presented in the table below.
Triglav Re holds o portfolio of liquid assets as part of its liquidity risk management strategy, o ensure
confinuous operations and complionce with the legal requirements.

The liquidity position of Triglav Re is good and all statutory requirements for claims settlement in the
financial year have been met in fime.

Triglov Re weekly calculates its liquidity ratios and discloses them every month in its Report on As-
sets and Liabilities Management. The report is reviewed by the Risk Management Board, and current
measures are taken to provide for cover, liquidity, and capital adequacy, as appropriate. Liquidity ratios
are also included in the reports examined at each meeting of the Supervisory Board of the Company.
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The table below shows the structure of undiscounted expected cash flows of assets and liabilities.

3112.2013 in EUR
FINANCIAL ASSETS AND LESS THAN 57010 MORE THAN

LIABILITIES TO REINSURERS NOTDEFINED | " ygar | TTOSYEARS | yepps 10 YEARS TOTAL Book value
Total financial assets 217,707 25,485,373 39,079,967 56,388,029 26,436,687 149,561,763 127535,415
Debt securities 0 16,708,999 39,034,990 56,343,052 26,231,704 138,318,745 116,601,712
- held to maturity 0 0 0 0 0 0 0

- at fair value through profit or loss 0 80,550 16,800 40,680 374,060 512190 207417

- available-for-sale 0 16,084,699 38,615,690 56,302,372 25,857544 136,860,305 115,874,465
- loans and receivables 0 543,750 402,500 0 0 946,250 519,830
Equity securities 261,707 0 0 0 0 261,707 261,707

- af fair value through profit or loss 0 0 0 0 0 0 0

- available-for-sale 261,707 0 0 0 0 261,707 2,161,707
Financial derivatives 0 0 8,376 44,977 204,983 258,336 3,623
Loans and receivables 10,000 8,767998 0 0 0 8,777998 8,768,373
Technical provisions ceded fo reinsurers 0 24,383,313 14,571,370 4,314,968 1.328,875 44,598,526 44,598,526
Operating receivables 0 56,887158 0 0 0 56,887157 56,887158
Cash and cash equivalents 0 1,584 0 0 0 1,584 1,584
TOTAL FINANCIAL ASSETS AND

LIABILITIES TO REINSURERS 2,171,707 106,767,428 53,651,337 60,702,997 27,765,562 251,059,030 | 235,610,125
FINANCIAL ASSETS AND LESS THAN 57010 MORE THAN

LIABILITIES TO REINSURERS NOT DEFINED 1YEAR 1705 YEARS YEARS 10 YEARS TOTAL Book value
Technical provisions 0 72967994 34,036,648 14,540,207 9,885,585 131,430,434 131,430,434
Other provisions 0 72,264 16,380 5167 38,599 132,410 132,410
Operating liabilities 0 44,060,574 0 0 0 44,060,574 44,060,574
Other liahilities 0 627424 0 0 0 627424 627424
TOTAL FINANCIAL ASSETS AND

LIABILITIES TO REINSURERS 0 117,728,256 34,053,028 14,545,374 9,924,184 176,250,842 | 189,125,778
3112.2014 in EUR
FINANCIAL ASSETS AND LESS THAN TO01 MORE THAN

LIABIL(I:TIES TSOSREISNSURERS NOT DEFINED 1S $EAR 1705 YEARS .:'(Eznls] 12 YEARS TOTAL AL
Total financial assets 2,504,290 16,811,992 40,436,521 71572,621 32,693,453 164,018,877 147728,260
Debt securities 0 12,103,732 40,436,521 71572,621 32,693,453 156,806,327 140,515,709
- held tfo maturity 0 0 0 0 0 0 0

- af fair value through profit or loss 0 13,777 533,344 43,800 363,840 954,761 127302

- availoble-for-sale 0 12,089,955 39,903,177 71,528,821 32,329,613 155,851,566 140,388,407
- loans and receivables 0 0 0 0 0 0 0
Equity securities 2,494,290 0 0 0 0 2,494,290 2,494,290
- af fair value through profit or loss 0 0 0 0 0 0 0

- available-for-sale 2,494,290 0 0 0 2,494,290 2,494,290
Financial derivatives 0 0 0 0 0 0 0
Loans and receivables 10,000 4,708,260 0 0 0 4,718,260 4,718,260
Technical provisions ceded to reinsurers 0 25,911,255 15,434,539 5,839,531 2,286,905 49,472,230 49,472,230
Operating receivables 0 55,208,962 0 0 0 55,208,961 55,208,962
Cash and cash equivalents 0 4,816 0 0 0 4,816 4,816

TOTAL FINANCIAL ASSETS AND

LIABILITIES TO REINSURERS 2,504,290 97,937,025 55,871,060 77,412,152 34,980,358 | 268,704,884 | 235,610,125

FINANCIAL ASSETS AND LESS THAN 5T010 MORE THAN

LIABILITIES TO REINSURERS NOTDEFINED |, yeag | TTOSYEARS | ypppe 10 YEARS TOTAL rm el
Technical provisions 0 74742190 36,617,914 15,818.789 1855763 | 139034656 | 139,034,656
Other provisions 110,654 5169 4,424 42,833 163,081 163,081
Operating liabilities 0 42,858,879 0 0 0 42,858,879 42,858,879
Qther liabilifies 0 720141 0 0 0 720141 720141

TOTAL FINANCIAL ASSETS AND

LIABILITIES TO REINSURERS 0 118,431,864 36,623,083 15,823,213 11,898,596 182,776,756 | 189,125,778
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Financial assets and liahilities are not discounted; they are estimated as the sum of expected future
cash flows. Equalisation provisions amounting to EUR 1,815,655 are not disclosed under the technical
provisions because in the statement of financial position they are not recorded under the item of li-
abilities from reinsurance contracts, but constitute o part of equity. Gross provisions for reinsurance
contracts faking into account also the equalisation provisions would amount to EUR 140,850,311

Triglav Re retfains o partial mismatch between the maturities of assets and liabilities, and thereby a
part of the return is generating. Current (short-term) liabilities are settled by the current income, and
there is still a possibility of selling some financial instruments.

Taking into account all securities, fourteen debt securities are redeemable prior to maturity and their
total carrying amount ot the date of reporting amounts to EUR 5,449,776 (in 2013 of EUR 4,582,304).

12.4.2 Market risk

The investment portfolio of Triglav Re is exposed to market variables on which the Company has no
influence. These market variables are market inferest rates and reloted prices of debt instruments,
prices of equity securities and investment funds, foreign currency exchange rates, and other factors
having direct or indirect impact on the valuation of investments in the portfolio.

Triglav Re actively manages its assets using an approach that balances quality, diversification, as-
set/liability matching, liquidity and return on investments. The goal of the investment process is to
optimise the risk-adjusted investment income after-tox and risk-adjusted total return, whilst ensuring
that the assets and liabilities are managed on a cash-flow and duration basis. Due attention is given to
compliance with the legally binding rules.

12.4.3 Interest rate risk

in EUR

YEAR 2014 YEAR 2013
Debt securities 140,515,709 116,601,712
Government securities 85,124,895 63,700,909
Securities of financial institutions 27661214 21,387262
Corporate securities 27729,600 31,513,540
Compound securities 0 0
Financial derivatives 0 3,623
TOTAL EXPOSED ASSETS 140,515,709 116,605,335
TOTAL OTHER ASSETS 7,212,551 10,930,081
TOTAL ASSETS 147,728,260 127535,415

Interest rate risk is the risk that a change in market interest rates affects the value of inferest-sensitive
assets and those sensitive financial assets and liabilities fall due at different times and in different
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amounts. In the case of interest-sensitive assets that pay coupons until maturity, the Company is also
exposed to reinvestment risk, which depends on the structure of each instrument. Within the balance
sheet management, the Company maintains partial mismaotch between the duration of assets and
liabilities and thereof a part of the income is generated.

Interest rate risk is defined as o sensitivity of the value of an investment to changes in interest rates.
Duration of an investment is the measure of risk. The interest rate risk is managed on a global level by
strategic diversification of investments into fixed-return investments (debt securities), variable-return
investments (shares and other investments) and provisions covered by such investments. Triglav Re
partly balances its inferest rate risk with derivative financial instruments, but in 2014 there were no
such instruments created.

The exposure of Triglav Re to market risk due to the changes in interest rates is concentrated in its
investment portfolio presented in the table above. The operations of Triglav Re are exposed to the risk
of interest rate fluctuation to the extent that interest-earning assets and interest-bearing liabilities
mature or they are newly evaluated af different fimes or in differing amounts. In 2014, Triglav Re depos-
ited cash at the interest rates ranging from 0.04 percent to 0.70 percent. A deposit at the interest rate
of 4.20 percent fell due in 2014. The interest rate was subject to the amount, maturity and currency of
deposits. All deposits carried a fixed interest rate.

Triglav Re is also exposed to the risk of changes in future cash flows arising from the changes in market
interest rates. The Company does not have any debt obligations nor do interest rate changes influence
the level of non-life provisions.

Triglav Re monitors this exposure through periodic reviews of its asset and liability positions. In addi-
tion, the Company regularly estimates cash flows, as well as the impact of interest rate fluctuations
relating to the investment portfolio and insurance provisions. The overall objective of these strategies
is To limit net changes in the value of assets and liabilities arising from inferest rate movements.

Sensitivity analysis of financial assets o interest rate risk

The sensitivity of financial assets to inferest rates is expressed as an effect of parallel shift of the
interest rate curve by +/-100 base points on the fair value of all interest-sensitive financial assets that
are not valued by the amortised cost method, i.e. the debt instruments classified as available-for-sale
and at fair value through profit or loss.

The table shows that the positive and negative changes in interest rates have the greatest impact on
the securities which represent the largest share in the Company’s portfolio.
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in EUR
YEAR 2014 YEAR 2013
+100bp -100bp +100bp -100bp
Government securities 4,826,258 4,826,258 -2,730,346 2,730,346
ﬁgﬁm’;ﬁsf financial 1165769 1765.769 -989,095 989,095
Corporate securities -1106,856 1,106,856 -1,318,552 1,318,552
Compound securities 0 0 0 0
Other 0 0 0 0
TOTAL -7,098,883 7,098,883 -5,037,993 5,037,993
Impact on equity -7084,649 7084,649 -5,022,056 5,022,056
meacton profir or 14,235 14,235 15,937 15,937
12.4.4 Share price risk
in EUR

YEAR 2014 YEAR 2013
Equity securities and investment funds 2,494,290 2,161,707
Shares in EU 1,892,624 1,954,426
Shares in USA 0 0
Shares in Asia 0 0
Shares of emerging markets 0 0
Global shares* 601,666 207281
TOTAL EXPOSED ASSETS 2,494,290 2,161,707
TOTAL OTHER ASSETS 145,233,970 125,373,708
TOTAL ASSETS 147,728,260 127,535,415

The Company’s portfolio of marketable equity securities carried in the balance sheet at fair value gives
exposure to price risk. Price risk is the risk that the value of a financial instrument will fluctuate as a
result of changes in market prices, whether those changes are caused by factors specific to the indi-
vidual instrument or its issuer or factors affecting all instruments fraded in the market.

The objective of Triglav Re is to earn competitive returns by investing in a diverse portfolio of high qual-
ity liquid securities. Portfolio characteristics are analysed regularly. The Company’s holdings in securi-
ties are diversified across industries, while the concentrations in one company or industry are limited
by parameters established by management, as well as by statutory requirements.
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Sensitivity analysis of financial assets to the share price risk

in EUR
YEAR 2014 YEAR 2013
+10% -10% +10% -10%
Shares in EU 189.260 -189.260 185,327 -185,327
Shares in USA 0 0 0 0
Shares of emerging markets 0 0 0 0
Global shares * 60167 -60]167 87825 -87825
TOTAL 249,427 -249,427 273,153 -273,153
Impact on equity 249,427 -249,427 273153 -273153
Impact on profit or l0ss 0 0 0 0

* Equity investments with the global diversification of investments

12.4.5 Foreign exchange risk

Business transactions in foreign currencies are expressed in EUR at exchange rates of the Bank of
Slovenia published on the NLB's web sites, effective on the date of settlement. Monetary assets and li-
abilities denominated in foreign currencies at the reporting date are franslated to EUR atf the exchange
rate at that date. The foreign currency gain or loss on monetary items is the difference between amor-
tised cost in the functional currency at the beginning of the period, adjusted for effective interest and
payments during the period, and the amortised cost in foreign currency translated at the exchange
rate at the end of the period. Non-monetary assets and liabilities denominated in foreign currencies
that are measured at fair value are translated o euros at the exchange rate on the datfe that the fair
value was determined. Foreign currency differences arising on franslation are recognised in profit or
loss or in equity depending on the classification of separate non-monetary osset.

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate because of
changes in foreign exchange rates. Foreign currency exposure arises mainly from investment activities.
Triglav Re manages foreign currency risk by trying to ensure the matching of investments and liabilities
or technical provisions linked to foreign currency. The structure of investments as at 31 December 2014
reflects the matching of investments and liabilities within the statutory limitations. Due to the float-
ing of foreign currency exchange rates, the Company is exposed o currency risk in both liahilities and
receivables, particularly those arising from reinsurance abroad. Foreign currency exposure arising from
receivables and liabilities is reduced by ensuring currency matching of receivables and liabilities due
o the same partners.

The currency structure of invested financial assets presented below comprises all investments, includ-
ing the financial investments of Triglav Re under reinsurance contfracts with cedants.
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in EUR
vewow | FNANOAL i PROVISIONS CEDED %
TO REINSURANCE
EUR 136,005,780 921% 48,702,232 98.4%
usb 10,648,210 72% 720,769 1.5%
RSD 1224 0.0% 0 0.0%
BAM 179,496 01% 0 0.0%
CzZK 0 0.0% 48,634 01%
OTHER 893,549 0.6% 595 0.0%
TOTAL 147,728,260 100.0% 49,472,230 100.0%
in EUR
vewaos | FNANOAL i PROVSONSCEDED | in%
TO REINSURANCE
EUR 116,893,381 91.7% 44,284,415 99.3%
usb 9,259,089 73% 263,539 0.6%
RSD 1595 0.0% 0 0.0%
BAM 137769 01% 0 0.0%
CZK 0 0.0% 50,540 01%
OTHER 1,243,580 1.0% 32 0.0%
TOTAL 127,535,415 100.0% 44,598,526 100.0%

The currency structure of net technical provisions comprises all net technical provisions, including
equalisation provisions.

inEUR
Currency Net' tgchnicul in% Net_ tgchnicul in%
provisions 2014 provisions 2013
EUR 74,495,124 81.5% 74,550,930 83.6%
usb 5,570]75 6.1% 4,944,044 5.5%
KRW 2,013,079 2.2% 1,540,287 1.7%
TRY 1,535,961 17% 1027192 1.2%
INR 1,710,936 1.9% 1187162 1.3%
Other 6,052,806 6.6% 5,043,713 5.7%
TOTAL 91,378,081 100.0% 89,170,656 99.0%
Technical provisions 89,562,426 98.0% 87609,801 98.2%
Equalisation provisions 1,815,655 2.0% 1,560,855 1.8%
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12.4.6 Credif risk

The credit risk is the risk that a contfractual party to a financial instrument contract fails o fulfil its
obligation and thus causes a financial loss o Triglav Re. Credit risk arises in connection with invest-
ments in equity securities, debt securities, loans and deposits and receivables.

Structure of assets exposed to credit risk

inEUR
ASSETS YEAR 2014 YEAR 2013
Equity securities 1,311,878 1179,530
Debt securities 140,515,709 116,601,712
Investment funds 1182,412 982177
Loans and receivables 4,708,260 8,758,373
Financial derivatives 0 3623
Receivables 55,208,962 56.887158
TOTAL EXPOSED ASSETS 202,927,221 184,412,573

Credit risk of debt securities portfolio (the carrying amount of bonds is taken as the base value)

in EUR

CREDIT RATING YEAR 2014 in% YEAR 2013 in%

AAA 273,466 20% 24,890,043 21%

AA 2,556,222 2% 4,881781 4%

A 17031,354 12% 15021180 13%

BBB 81,752,332 58% 60,572,929 52%

BB 8,031,297 6% 2,605,763 2%

B 127302 0% 751,643 1%

Not credit rated 3,303,737 2% 787837 7%

TOTAL 140,515,709 100% 116,601,712 100%

Triglav Re manages its credit risk in accordance with the principle of diversification of investments.
The highest total investment in a single financial organisation as at 31 December 2014 amounts to
EUR 1,980,332. At the year end, investments in foreign securities amounted to EUR 82,527037 In the
international markets, Triglav Re mainly invests in securities with the "BBB” rating. At the end of 2014,
Triglav Re held investments from the PIIGS country issuers in the amount of EUR 13,226,856, of which
the government bonds accounted for EUR 5,492,809 and the rest were debt securities invested in the

financial and corporate sectors.

Domestic securities are largely guaranteed by the Republic of Slovenia which ot 31 December 2014 held
0 "Baal” rating by the Fitch rating agency. Investments in the government securities of the Republic
of Slovenio and securifies guaranteed by the Republic of Slovenia amounted to EUR 49,186,880 which
constitutes 33 percent of all financial investments of the Companu.
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For determining the credit rating, the method of the "second-best” assessment for each security is
taken into account, which means that between three ratfings at least, the second best is used. In the
event that there are only two credit assessments for a single issuer, the worse of the two is used, but
if there is only one credit rating, that rating shall apply. The table shows that the Company also owns
debt securities that do not have a credit rating, and they are mostly issued by the Slovenian financial
and corporate sector. The largest portion of bonds with a credit rating of "BBB” represents the Slovenian
government bonds.

in EUR

CREDIT RATING YEAR 2014 in% YEAR 2013 in %
AA 227931 5% 136,224 1%

A 1,441,776 31% 2359139 26%
BBB 750,066 16% 2747703 2%

BB 363,431 8% 1505,425 49%
Not credit rated 1,925,057 1% 2,003,883 22%
TOTAL 4,708,261 100% 8,758,373 100%

Receivables and liabilities are also exposed to credit risk. Credit risk considerably reduces the charac-
teristic of reinsurance contracts, and the Company manages this risk by mutual offset of receivables
and liahilities relating to the same Reinsurer (offset of premium receivable and claims and commission
payable in inwards reinsurance, and offset of claims and commission receivable and premium payable
in outwards reinsurance).

Table below shows the age structure of offsetting receivables and liabilities from the passive and
active fransactions, which shows the actual dynomics of payments and collection of liabilities and

receivables.

Maturity structure of receivables and liabilities based on the active/passive business

in EUR
NOT MATURED MATURED UP | MATURED OVER

YEAR 2014 YET TO 180 DAYS 180 DAYS L
Active operations 14,421,789 1,087,516 189,866 15,699,171
- receivables for premium from reinsurance 28754142 4,404,995 15.426.715 48585.25]
assumed
- liahilities to reinsurers for share in claims -7155,712 -1,995,793 -10,871,336 -20,022,840
- other liabilities from coinsurance and 176,642 1321685 14,364,913 12,863,240
reinsurance
Passive operations -4,738,185 111,705 1,494,917 -3,131,563

- liohilities to retrocession premium -8,975,256 -742,636 -33,677 -9,751,569
- receivables for reinsurers for share in claims 2,020,392 670,335 1,513,540 4,204,267
- gTher receivables from coinsurance and 2216.679 184,007 15,053 2415739
reinsurance
TOTAL 9,683,604 1,199,222 1,684,783 12,567,608
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inEUR
NOT MATURED | MATURED UP | MATURED OVER
YEAR 2013 YET TO 180 DAYS 180 DAYS HULL
Active operations 13,576,465 -150,307 426,989 13,853,147
- receivables for premium from reinsurance 30503658 3277160 13.487093 472679
assumed
- liohilities to reinsurers for share in claims -8,753,845 -2,532196 -9,305,260 -20,591,301
- other liabilifies from coinsurance and 8173348 895272 3754804 12.823.463
reinsurance
Passive operations -3,064,708 1,004,581 1,350,438 -709,689
- liabilities to retrocession premium 10,035,401 -257619 -31,597 -10,324,617
- receivables for reinsurers for share in claims 4,635,782 1,212,970 1,362,163 7.210,915
- o_'rher receivables from coinsurance and 233091 49230 19.872 240403
reinsurance
TOTAL 10,511,757 854,274 1,777,428 13,143,459
Maturity structure of receivables
in EUR
NOT MATURED MATURED UP | MATURED OVER
YEAR 2014 YET TO 180 DAYS 180 DAYS LT
Receivables from coinsurance and 32,991,213 5,259,336 16,954,708 55,205,257
reinsurance
- receivables for premium from reinsurance 28754142 4404995 15,426,115 48585251
assumed
- receivables for reinsurers’ share in claims 2,020,392 670,335 1,513,540 4,204,267
- q‘rher receivables from coinsurance and 2216.679 184007 15.053 2415739
reinsurance
Other receivables 3,705 0 0 3,705
TOTAL 32,994,918 5,259,336 16,954,708 55,208,962
in EUR
NOT MATURED MATURED UP | MATURED OVER
YEAR 2013 YET TO 180 DAYS 180 DAYS UL
Receivables from coinsurance and reinsurance 37.474,351 4,539,360 14,869,128 56,882,839
- receivables for premium from reinsurance 30,503,658 3277160 13.487093 4726791
assumed
- receivables for reinsurers’ share in claims 4,635,782 1,212,970 1362163 7210915
- L_)'rher receivables from coinsurance and 233491 49230 19.872 2404013
reinsurance
Other receivables 4,319 0 0 4,319
TOTAL 37478,670 4,539,360 14,869,128 56,887,158
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The risks retroceded to Reinsurers include the credit risk that occurs if the Reinsurer fails t0 meet
confractual obligations. To mitigate the risk in the case that contfracting partners would fail to pay
amounts due, the Company established business and financial standards for Reinsurers, including the
rafings by major rating agencies and considering current market information. Triglav Re monitors the
financial conditions of Reinsurers and, as a rule, enters info retrocession reinsurance contracts only
with reinsurers rated ot least “A -" for liability reinsurance, and with reinsurers rated “BBB +" for other
classes of reinsurance.

The table below shows the structure of retroceded claims provisions by the retrocedants’ credit rating
as at 31 December 2014, compared fo the preceding year.

in EUR

Reinsurer’s credit rating (S&P’s) YEAR 2014 YEAR 2013

AAA 0 0

AA 17.299,852 18,775,356

A 22,202,045 15,621,271

BBB 770,619 885,499

not rated 2,155,891 1,653,515

TOTAL 42,428,406 36,935,641

12.5 Significant events after the accounting period

There were no significant events after the reporting date that could offect the financial statements of
the Company.
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