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Letter from the Chairman

Ladies and Gentlemen,

For the Czech insurance market, 2016 was a time of growth in non-life insurance, stagnation
in life insurance and highly-paced change driven by the availability of new technologies. If
the Company is to be successful in such a landscape, it needs to respond flexibly to changes
and deliver its services swiftly, competently and professionally. | am delighted that we
accomplished this in the past year.

Besides serving as a strong and traditional partner on whom customers can rely when
circumstances take a turn for the worse, we are also keen to be an innovator generating
maximum added value. Ceskd pojistovna’s activities have thus long centred on steadfastly
enhancing customer convenience, improving efficiency and, most importantly, speeding up
claim settlements and delivering a positive customer experience.

To achieve this, in the past year we once again channelled much of our energy into advanced technology, the digitisation of processes
and paperless communication. The introduction of biometric signatures at all branches meant that customers enjoyed faster service and
greater ease of convenience during the contracting process. Live chat support is another feature that makes it simpler for customers to
communicate with the Company. A further important innovation meriting special attention is the use of Company drones for claim
settlements, making it much easier to carry out complex in situ damage assessments. This reduces the time taken to find solutions.

As far as products are concerned, car insurance has been expanded with the marketing of vanity plate insurance. We have introduced
new children’s life insurance and come up with the important new Mj majetek (My Property) product. Ceska pojistovna has also rolled
out innovations in travel insurance and block of flats insurance. We launched the Customer Club, offering loyal customers appealing
bonuses and premium services.

Severe frosts early on in the year caused extensive damage, especially to farmers. In May and June, the country was beset by heavy
storms, compounded by intense hail, torrential rain and local flooding. The raging elements resulted in thousands of claims across the
country, with Ceska pojistovna customers alone filing more than 13,000. In the face of this natural disaster, we rose to the occasion
courtesy of the extremely hard work and wide-ranging experience of our experts. By settling claims in standard times, we showed
customers that they are insured with the market’s strongest insurer.

Ceska pojitovna’s prominence is also borne out by the cavalcade of awards conferred on it in numerous prestigious competitions. In
the extremely tough Hospodatské noviny poll, Ceskd pojistovna came top in one of the two main categories when it was named Best
Insurance Company 2016. We also chalked up success in the 15th annual Fincentrum Bank of the Year competition and in the Sodexo
Employer of the Year contest, where we were singled out as the best employer of up to 5,000 employees in Prague.

On behalf of the Ceska pojidtovna management, | would like to thank all colleagues who contributed with their enthusiasm and hard
work to our shared success and helped to keep us at the forefront of the highly competitive Czech insurance market. | am also grateful
to our business partners for their custom and | am confident that our fruitful cooperation will continue in 2017.

A special thank-you belongs to all of our customers. The trust they place in us is extremely valuable and acts as a commitment motivating
us to keep working steadfastly on delivering high-quality products and services that are consistently beyond their expectations.

e

Marek Jankovic¢
Chairman of the Board of Directors
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Description of Ceska pojistovna -
Company and Group

Ceska pojistovna Group Profile

Ceska pojigtovna is a composite insurer providing a comprehensive range of services, encompassing life and non-life personal lines, and
insurance for small, mid-sized, and large customers covering industrial and business risks, and agriculture.

The Ceska pojistovna Group is structured for optimal management of a spectrum of services connected with the provision of private
insurance, retirement savings and investment. It leverages the advantages of this structure to the full, while exploiting the fact that,
since 2008, Ceska pojistovna and its subsidiaries have been part of the Generali Group.

The History of Ceska pojistovna

Ceska pojitovna boasts a long, rich history. It is the oldest insurance institution in the Czech Lands, tracing its origin to 27 October 1827,
when the articles of an institution called Cisafsko-kralovsky, privilegovany, ¢esky, spole¢ny nahradu skody ohném svedené pojistujici
Ustav (Imperial-Royal Privileged Bohemian Joint Fire Damage Insurance Institute) were approved. Arguably the best-known and largest
claim in the Company’s history was the National Theatre fire in 1881. Ceskd pojitovna paid out 297,869 Guldens for the reconstruction
of the theatre, incurring a major financial loss in the process, but also gaining considerable prestige in the eyes of the Czech nation.

By the 1920s, the Company was offering almost all kinds of insurance, including the still seldom seen motor insurance. In 1945, the
insurance sector was nationalised, resulting in five insurance companies which, in 1948, were transformed into the single Ceskoslovenska
pojistovna (Czechoslovak Insurance Company).

In 1992, the National Property Fund of the Czech Republic transformed Ceska pojistovna into a public limited company and a year later
the Company’s shares were listed on the Main Market of the Prague Stock Exchange. Ceska pojistovna was delisted on 31 August 2005
in conjunction with a squeeze-out of minority shareholders.

In 1991, Ceska pojittovna set up the subsidiary K | S a.s. kapitalové investi¢ni spole¢nost Ceské pojistovny, now known within Generali
CEE Holding as Generali Investments CEE, investi¢ni spolecnost, a.s., which provides services on the collective investment and asset
management market. In 1992, Ceska pojitovna and its partner Vereinte Krankenversicherung AG Munich founded Ceska pojistovna
ZDRAVI, which has since grown to become the largest provider of private health and sickness insurance in the Czech Republic. Five years
later, Ceska poji$tovna became the company’s sole shareholder. In the 1990s, the Ceska pojistovna Group entered the supplementary
pension market by establishing Penzijni fond Ceské pojistovny, a.s. (now Penzijni spole¢nost Ceské pojistovny, a.s.), the largest
supplementary pension provider in the Czech Republic. In 2008, the Group was expanded to include the Romanian pension fund
Generali Societate de Administrare a Fondurilor de Pensii Private S.A. Since the second decade of this millennium, companies
underpinning the Group’s investment profile and seeing to its needs in the form of investment property have also been part of the
Group. The Group’s current structuring reflects its aspiration to specialise in the distribution of insurance and the distribution of the
products of other Group companies in order to cover comprehensive financial service requirements.

An important date in the modern history of Ceska pojistovna and its Group was 17 January 2008, when the Joint Venture Agreement
between Assicurazioni Generali and PPF Group N.V. took effect, giving rise to Generali PPF Holding B.V. (now Generali CEE Holding B.V.),
in which the Generali Group held a 51% stake and the remaining 49% was held by the PPF Group. This saw Ceska pojistovna and its
subsidiaries become part of one of the largest insurance groups in Central and Eastern Europe. Since January 2015, Ceskd pojitovna and
its subsidiaries have been fully owned by the Generali Group. The Generali Group manages its Central and Eastern European activities
via Generali CEE Holding. In this respect, the Ceska pojitovna Group’s structure is optimised so that the regional operation of the
corporate group as a whole is as efficient as possible.
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Ceska pojistovna Group Highlights

2016

January

Pavol Pitofidk is named a member of the Board of Directors of Ceska poji$tovna on 20 January. Prior to joining Ceska pojitovna, he
worked for Allianz - Slovenska poistovia as a board member and vice-president in charge of products and claim settlements. He
graduated from the Slovak University of Technology, before obtaining his MBA at ESCP Europe’s Berlin campus.

March

Ceska pojistovna supports the development of the Zachranka (Ambulance) app. This means that, thanks in part to Ceské pojistovna’s
backing, the emergency medical service has a new helpmate when locating the position of patients calling the 155 emergency line. The
mobile application is available free of charge for smartphones running Apple iOS and Google Android. Zachranka follows on the heels of
Horska sluzba (Mountain Ambulance Service) as another important application helping to save lives with Ceska pojistovna’s support.

Ceska pojistovna ushers in insurance for personalised number plates, available as a rider on collision insurance from 1 March 2016. The
sum insured is set at CZK 10,000, with the insurance covering the risk of the loss, destruction or theft of one or both number plates.

Ceska pojistovna upgrades its block of flats insurance to offer higher indemnity limits, coverage of new risks, and a wide range of
assistance services.

April

Ceska pojistovna introduces new children’s life insurance as part of its expansion of Mj zivot (My Life) insurance. This innovation
covers risks such as loss of self-sufficiency or serious illness. It also offers a wide panoply of assistance services, including arrangements
to stay in top-class rehabilitation facilities. Clients can also enjoy the brand new M(ij doprovod (My Entourage) assistance app.

Ceska pojitovna changes the telephone number format for its customer service line, switching from the “colour line” 841 114 114
(originally designed for landlines to ensure that callers paid a flat rate no matter where they were calling from) to the national number
2471 M4 4. This caters to customers wishing to make use of their unlimited tariffs or free minutes when contacting the Company,
thereby saving them the cost of the call.

June

Ceska pojigtovna releases travel insurance innovations. One of the central changes is the increased limit on medical expenses and
assistance to CZK 100 million across the world, with no rise in the price of the premiums. In response to today’s security situation, the
Company also introduces a medical expenses sublimit of CZK 3 million to cover claims stemming from terrorist attacks.

Ceska pojitovna is successful in the Sodexo Employer of the Year competition, coming top in the category of Prague Employer of up to
5,000 Employees.

At a gala evening hosted by the Military Club Prague in late June, Josef Becvar, the Chief of the General Staff of the Armed Forces of the
Czech Republic, presents awards to 40 employers for their support of the Armed Forces’ Active Reserve and for sponsoring the
development of these units. Ceska poji¢tovna is among the featured companies employing members of the active reserves.

July
Ceska pojistovna launches the Customer Club, rewarding loyal customers with appealing bonuses and premium services.

October

Ceska pojistovna unveils its new Mij majetek (My Property) insurance. Mij majetek is a new comprehensive product covering citizens’
property and liability. What makes it unique is the scope of cover it provides and the fact that it can be adapted to customers’ needs.
This insurance lives up to customers’ fundamental expectations - if an item is damaged, they can repair it or buy a new one with the
money they receive from the insurer. The Company covers household effects without wear-and-tear deductions. Homes are insurable at
their market price.

November
A.M. Best, the international rating agency specialising in the insurance sector, gave Ceskd pojistovna a financial strength rating of “A”
(Excellent) and a credit rating of “a” - both of which came with a stable outlook - once again in 2016.
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2017

January
The financial server Finparada.cz published charts of the best financial products for 2016. Penzijni spole¢nost Ceské pojistovny dominated
the pensions company category, triumphing among participating and transformed funds.

February
Miroslav Singer, the former governor of the Czech National Bank, was appointed a member of the Supervisory Board of Ceskd
pojistovna on 1 February 2017.

Ceska pojitovna offered a new bonus for its M(j Zivot insurance. If personal injury is incurred during school events, the Company will
automatically pay out an extra CZK 2,000 in indemnification for each child insured. This benefit applies to contracts taken out by
30 April 2017.

March

The Zachranka app, developed with support from Ceska pojistovna, celebrated its first anniversary. In those 12 months, it was
downloaded 333,000 times and resulted in 7,000 emergency calls, with ambulances being dispatched to assist patients in 750 cases.
The app’s success is borne out by numerous prestigious awards.

April

Ceska pojistovna came up with several motor insurance innovations to mark the start of the motoring season. For example, a new
vehicle breakdown rider will cover the costs of vehicle repair, including spare parts, and it is now possible to insure engine-compartment
damage caused by an animal.
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Awards

Ceska pojistovna has long been the Czech insurance market leader. Group companies are faring just as well, as evidenced by the
numerous awards heaped on them by customers, the general public and industry specialists.

Ceska pojistovna again enjoyed success in Hospodatské noviny’s prestigious Best Insurance Company contest, winning one of the two
main categories to be named Best Life Insurance Company 2016. The Company was also runner-up in the Best Non-life Insurance
Company, Most Customer Friendly Life Insurance Company and Most Customer Friendly Non-life Insurance Company categories.

Other Accolades

Ceska pojitovna did well in the 15th annual Fincentrum Bank of the Year competition, taking home not one, but two awards, having
placed third in the Insurance Company of the Year and the Life Insurance of the Year categories. Penzijni spole¢nost Ceské pojistovny
was also a winner in this respected contest, coming second in the Pension Company of the Year 2016 category.

The Zachranka mobile app, developed with Ceskd pojistovna’s support, won two prizes in AppParade, the competition spotlighting the
finest apps on the market. It was singled out as the winner by the panel of judges and was named the second-best app in the audience
vote. The campaign waged by Ceskd pojistovna to promote the app came third in the Internet Effectiveness Awards.

At Visionaries 2016, the sixth annual prestigious project to report the most interesting innovative acts in Czech business yielding
a significant social, technological or economic benefit, Zachranka - with Ceska pojistovna’s support - was named Visionary of the Year 2016.

Ceska pojistovna was the second-placed Insurance Company with the Best Travel Insurance in the TTG Travel Awards, the oldest and
most prestigious survey among tourism experts in the Czech Republic. The poll is conducted by TTG Czech, the most important
magazine for professionals in this sector.

In the Sodexo Employer of the Year contest, Ceskd pojistovna was singled out as the best employer of up to 5,000 employees in Prague.

In the 16th annual Czech Contact Center Award competition, Ceska pojistovna’s call centre came top in the New Media category. The
panel of experts praised the call centre for successfully introducing live chat as a new means of communication with customers. Cesk3
pojistovna’s call centre also came second in the Special Projects category, earning plaudits for its internal overhaul and the switch from
conventional to systemic management, which has yielded excellent results in customer satisfaction surveys.

Ceska pojistovna did well in the Insurance Brokers Survey, the insurance market’s oldest competition, as it entered its 16th year. Brokers
ranked Ceskd pojistovna fifth best in the Car Insurance category.

In the second annual Most Trustworthy Brand of the Year, Ceskd pojistovna was successful in the Insurance Companies category. It was
named the most trustworthy brand of 2016 in a vote that attracted 4,000 Czech consumers. There were almost 600 brands in this
year’s competition, with winners announced in 60 categories.
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Key Financial Indicators

Key Consolidated Financial Figures Reported by the Ceska pojistovna Group

(CZK millions) 31 December 2016 31 December 2015
Total assets 219,551 208,154
Capital and reserves attributable to the parent company’s equity holder 35,829 33,282
Result of the period attributable to the parent company’s equity holder 5140 4,207
Total revenues 25,936 26,019
Net premiums earned 18,181 18,697
Net benefit and claim costs (11,003) (10,881)

More detailed information on the key figures of the Ceska pojistovna Group presented above can be found in the consolidated financial
statements, which are an integral part of this consolidated annual report. Most of the analyses and details presented in the annual

report relate to individual legal entities of the Ceskd pojistovna Group, with special attention paid to Ceska pojistovna as the

consolidating entity and the Group’s largest member.

Key Financial Figures of the Parent Company

Basic indicators Units 2016 2015 2014 2013" 2012
Highlights from the financial statements

Total assets CZK millions 110434 106,574 115,079 118,991 121,743
Share capital CZK millions 4,000 4,000 4,000 4,000 4,000
Shareholder’s equity CZK millions 26,714 25,367 23,548 21,021 21,331
Dividend per share CzZK 92,100 81,800 83,600 85,000 75,000
Shares number 40,000 40,000 40,000 40,000 40,000
Retained earnings CZK millions 16,013 15447 14,169 13,903 13,570
Net profit CZK millions 4171 4,024 3,636 3,727 3,883
Performance indicators

Gross premiums earned CZK millions 27,595 28,186 31,717 32,335 32140
- non-life insurance CZK millions 18,805 18,562 20,873 20,561 19,678
- life insurance CZK millions 8,790 9,624 10,844 N,774 12462
Gross benefits and claims paid CZK millions 17,951 21480 24,625 23,026 21,517
- non-life insurance CZK millions 9459 9,169 10,358 11,320 10431
- life insurance CZK millions 8492 12,31 14,267 1,706 1,086
Total insurance provisions in insurance liabilities CZK millions 64,772 67,692 76,950 83,123 85,640
- life insurance provision CZK millions 43,931 46,658 52,927 59,966 63,283
- other insurance provisions CZK millions 20,841 21,034 24,023 23157 22,357
Number of claims processed thousands 736 812 962 949 957
Number of policies thousands 7,714 7,323 8,437 8447 8,368
Other information

Market share in written premiums? % 226 231 239 253 259
- non-life insurance % 24.8 252 25.8 273 279
- life insurance % 18.8 19.7 21.0 04 231
Average number of employees number 3,974 3,729 4,016 3,993 4,014
Performance ratios

ROA (net profit/total assets) % 38 38 32 31 32
ROE (net profit/equity) % 156 161 154 177 182
Equity per share CzZK 667,850 635,875 588,700 525,525 533,275
Earnings per share CZK 104,544 102,302 90,903 93,159 97,066
Premiums earned/number of employees CZK millions 6.9 7.6 79 81 8.0

" The figures include the results reported for Ceska pojistovna’s branch in Poland.

2 Czech Insurance Association. Statistical data according to CAP methodology 1-12/2016 [online]. CAP ©2014 [accessed 2017-03-071]. Available from:

http://cap.cz/images/statisticke-udaje/vyvoj-pojisteno-trhu/STAT-2016Q4-CAP-EN-2017-01-25-WEB.pdf
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Key Financial Figures of the Parent Company

Shareholder’s equity (CZK billions) Current period earnings (CZK billions)
2012 213 2012 39
2013 21.0 2013 3.7
2014 235 2014 3.6
2015 254 2015 4.0
2016 26.7 2016 4.2
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Description of Group Structure,
Position of Ceska pojiStovna

As at 31 December 2016, Ceska pojistovna was part of a group; the company at the pinnacle of that group’s holding structure is Generali
CEE Holding B.V. (the “Holding Company”). The ultimate controlling entity of Ceska pojistovna is Assicurazioni Generali S.p.A,, which
held a 100% stake in the voting rights attached to the shares of Generali CEE Holding B.V. as at 31 December 2016. The Company’s sole
shareholder is CZI Holdings N.V.

CZl Holdings N.V.

Date of inception: 6 April 2006

Registered office: Diemerhof 42, Diemen, 1112XN Amsterdam, Netherlands
File number in the Register of the

Amsterdam Chamber of Commerce and Industry: 34245976

Share capital: EUR 100 million

Principal business: financial holding

The company compiles a report on related-party transactions in accordance with Section 82 of Act No 90/2012.

Generali CEE Holding B.V.

Date of inception: 8 June 2007

Registered office: Diemerhof 42, Diemen, 1112XN Amsterdam, Netherlands
File number in the Register of the

Amsterdam Chamber of Commerce and Industry: 34275688

Share capital: EUR 100,000

Principal business: holding activities

Generali CEE Holding B.V. directs the business of its subsidiaries through an organisational unit based in Prague, Czech Republic.
The Holding Company has operations not only in the Czech Republic, but also in Slovakia, Poland, Hungary, Romania, Bulgaria,
Serbia, Slovenia, Montenegro and Croatia.
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Ceska pojistovna Group Structure as at 31 December 2016
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Generali Infrastructure
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Hungarian Branch (HUN)

47.9% (51.9%,
01% Ceska pojistovna,
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(SRB)

Podgorica (MNG)

(SVK)
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Description of Selected Companies within the Ceska pojistovna Group

Below we provide information on companies that form part of the Ceskd pojistovna Group and are of fundamental importance either
for the Company’s business or its capital position. Information on certain other companies that belong to the same group as Cesk3
pojistovna may be found in the Notes to the Consolidated Financial Statements for the Year Ended 31 December 2016 (in the section
describing the subsidiaries and associates of Ceska pojistovna).

CP Strategic Investments N.V.

Principal business: holding activities and the financing thereof
Date of incorporation: 6 December 1999

Share capital: EUR 225,000

Ceska pojistovna’s stake: 100%

Registered office: Netherlands

The end of 2012 was a time of restructuring, in which Generali PPF Holding’s operations in supplementary pension insurance and
savings were concentrated within the Ceska pojistovna Group. Through CP Strategic Investments, Ceska poji$tovna became the owner
not only of Penzijni fond Ceské pojistovny, a.s., but also Generali penzijni fond a.s. In spring 2013, the companies’ governing bodies
signed a project on a domestic merger by acquisition, effective as at 1 January 2013, with Generali penzijni spole¢nost a.s. wound up as
at the same date. In April 2014, Ceskd pojistovna a.s. acquired the participating interest of a minor member to become the sole member
of CP Strategic Investments N.V.

Penzijni spole¢nost Ceské pojistovny, a.s.

Principal business: pension saving schemes, supplementary pension saving schemes
Date of incorporation: 19 September 1994

Share capital: CZK 300 million

Ceska pojistovna’s stake: 100%

Registered office: Czech Republic

Penzijni spole¢nost Ceské pojistovny has long enjoyed leader status in the private pension savings sector in the Czech Republic. Its
profit last year stood at a record CZK 652 million. At the end of 2016, it was managing savings of CZK 103 billion. The company has
1.2 million customers, and employers contribute to the pension plans of a quarter of a million of them.

Penzijni spole¢nost Ceské pojistovny, through its extensive distribution network, reaches out to a wide range of customer segments.
In addition to consultants and branches of the parent company, Ceska pojistovna, and Generali Pojistovna, the company also works
extensively with independent external networks of financial intermediaries, Czech Post (Ceskd po$ta) and partner banks.

The company delivers a top-notch service. Secure access to www.klientskyportal.cz enables customers to control their account online.
Daflovy servis (Tax Service) makes it easier for them to capitalise on maximum tax concessions. The new-generation PEPA electronic
portal was launched for financial advisers last year.

In 2017, Penzijni spole¢nost Ceské pojitovny will concentrate on sales of children’s savings schemes, and on reaping the business
opportunities presented to it by the increase in ceilings for drawing on tax advantages. Selected groups of customers under the age
of 50 will be offered the chance to switch from the “transformed fund” to “participating funds”.
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Generali Societate de Administrare a Fondurilor de Pensii Private S.A.

Principal business: management of compulsory and voluntary pension insurance funds
Date of incorporation: 9 July 2007

Share capital: RON 52 million

Ceska pojistovna’s stake: 99.99%

Registered office: Bucharest, Romania

From the outset, this Generali pension management company has been an active player in the compulsory supplementary pension
insurance market that emerged following the reform of the Romanian pension system in 2007. It manages two types of funds, ARIPI
and STABIL.

The ARIPI (“Wings”) fund (compulsory supplementary pension insurance) is intended for customers aged 18 to 45 who are just entering
the supplementary pension insurance system. The STABIL fund (voluntary supplementary pension insurance), on the other hand, is
open to customers of all ages.

The ARIPI pension fund is the fifth largest pension fund in Romania with over 672,168 customers and EUR 588.7 million in funds under

management (as at 31 December 2016).

Generali Real Estate Fund CEE a.s.

Principal business: closed-end investment fund
Date of incorporation: 15 September 2010

Share capital: CZK 264 million

Ceska pojistovna’s stake: 60.16% (219/364)
Registered office: Czech Republic

Generali Real Estate Fund CEE a.s. is an internally managed investment fund of qualified investors. This fund’s assets are managed by
the investment company Generali Investments CEE, investi¢ni spole¢nost, a.s.

Generali Real Estate Fund CEE a.s. focuses primarily on the property market, investing in the stock of real estate companies. Additionally,
the investment fund may invest in money market instruments, demand deposits, time deposits, government bonds, and receivables.
The investment fund’s objective is to generate stable, long-term positive returns on the assets entrusted to it while achieving better
liquidity, lower risk, and greater diversification than is possible when investing individually, and at the same time to maintain returns on
investors’ funds above the level of interest rates offered by banks on medium-term time deposits.

The investment fund’s total assets at the end of 2016 were CZK 648 billion, while its net asset value was CZK 645 billion.
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Ceska pojistovna ZDRAVI a.s.

Principal business: private health and sickness insurance
Date of incorporation: 17 June 1993

Share capital: CZK 105 million

Ceska pojistovna’s stake: 100%

Registered office: Czech Republic

Ceska pojistovna ZDRAVI a.s. (“CP ZDRAVIP) is a subsidiary wholly owned by Ceskd pojistovna a.s. Within the Group, CP ZDRAV/
maintains a strategic focus on a portfolio of insurance products associated with health, the provision of health care and solutions to
customers’ hardship when they lose their source of income. For a number of years now, the product range has been closely interlinked
with the products of the Generali Group’s other members in the Czech Republic. CP ZDRAVI shares a sales network with its parent
company, enabling it to leverage services offered by the biggest network of points of sale and insurance intermediaries.

A particularly positive aspect of 2016 is that the company managed to maintain its established level of written premiums (CZK 0.5 million)
while staying profitable.

CP ZDRAVPs strategic plan is to press on with the buoyant trend in the basic metrics of new business and economic performance amid
ongoing cuts in operating costs. In 2017, particular attention will continue to be paid to the health sector and the quest to identify
opportunities for the creation of new insurance products designed to guarantee a superior standard of health care and after care and
to reduce the impacts of illness and personal accidents.

We continue to work on our partnership with those who pay for and provide health services in order to expand the network
of preferred healthcare facilities necessary to form a comprehensive range of insurance schemes for the provision of health services
and professional medical assistance.

Improvements in the attractiveness and quality of the range of supplemental products offered as riders to Ceska pojistovna’s
cornerstone life and non-life insurance programmes will remain a priority. Another area of CP ZDRAV/P’s added value is its capacity
to respond readily to evolving market conditions and to launch new insurance products and schemes in a remarkably short time.

FINHAUS a.s.

Principal business: insurance intermediation, investment intermediary, intermediation of consumer credit
Date of incorporation: 10 December 2003

Share capital: CZK 3 million

Ceska pojistovna’s stake: 100%

Registered office: Czech Republic

FINHAUS a.s., formerly Generali Services CEE a.s. (up to 19 April 2016), was registered as an insurance agent and independent loss
adjuster. This company originally provided claim settlement services to Ceskd pojistovna and Generali Pojistovna. Among other things, it
was responsible for windscreen repair services, document digitising and archiving, the dispatch of postal items, a telephone support line
for insurance sales, and sales per se. In the second half of 2075, it started phasing out operations other than insurance mediation.

Since the second quarter of 2016, FINHAUS has focused on delivering a comprehensive financial service encompassing the
intermediation of insurance, supplementary pension insurance, building society savings schemes, mortgages and consumer credit.

In 2016, Ceska pojistovna became the sole shareholder after acquiring Generali Poji$tovna a.s’s 209% share. This transaction was part of
the process to consolidate and improve the transparency of the Generali financial group’s structure in the Czech Republic.
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CP Distribuce s.r.o.

Principal business: insurance intermediation, intermediation of consumer credit
Date of incorporation: 19 December 1991

Share capital: CZK 200,000

Ceska pojistovna’s stake: 100%

Registered office: Czech Republic

CP Distribuce s.r.0,, formerly Generali Development s.ro. (until 9 November 2016), having been purchased by Ceska pojiétovna from
Generali Pojistovna a.s., is being transformed into an insurance intermediary. This process should be formally completed at the end of
the first quarter of 2017.

CP Distribuce s.ro’s primary task is to maintain wall-to-wall service provision for Ceska pojistovna customers at least at the same level

as that prior to the amendment to the Insurance Act. This will see CP Distribuce take over operations and services previously covered by
the internal distribution network, including Ceskd pojistovna branches.

GCP Foundation

Principal business: support of public-benefit activities
Date of incorporation: 30 December 2009

Foundation capital: CZK 1 million

Founder: Ceska pojistovna a.s.

Registered office: Czech Republic

The foundation’s mission is to support the achievement of goals and aims, by individuals and legal entities, that are beneficial to the
public or whose support is in the public interest, particularly in the arts, health care, sports, social affairs, and education. In 2016, the GCP
Foundation sponsored several dozen cultural, sports, educational, preventive, safety and charity projects and activities.
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Corporate Governance

(as at the annual report compilation date)

Board of Directors

Chairman
Marek Jankovic

Appointment: 7 July 2015

Born: 1966

Education: Slovak University of Technology, Bratislava

Experience: Allianz - Slovenska poistovna, a.s.; Poistovia AlG Slovakia, a.s.; Slovenska poistovia, a.s.
Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic

Vice-Chairman

Petr Bohumsky

Appointment: 1 October 2014

Born: 1971

Education: Charles University, Prague - Faculty of Mathematics and Physics;
University of Pittsburgh - Joseph M. Katz Graduate School of Business;

Advance Healthcare Management Institute

Experience: Generali Pojistovna a.s.; Ceska pojistovna ZDRAVI; Ceskd pojitovna a.s;;
Generali PPF Holding B.V. (from 2015 Generali CEE Holding B.V.); PPF Group
Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic

member

Karel Blaha

Appointment: 1 June 2015

Born: 1976

Education: Charles University, Prague; University of Economics, Prague
Experience: Transgas, a.s; Generali Pojistovna a.s.; Ceska pojistovna ass.
Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic
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member
Tomas Vysoudil

Appointment: 1 July 2015

Born: 1972

Education: John Amos Comenius University, Prague

Experience: Ceska pojistovna ZDRAVI a.s.; Ceskd pojistovna a.s.,; CP Direct a.s.; Allianz pojistovna, a.s.;
Allianz Penzijni fond, a.s.; Allianz Endowment Fund

Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic

member
Pavol Pitonak

Appointment: 20 January 2016

Born: 1975

Education: Slovak University of Technology, Bratislava; ESCP-EAP, Berlin

Experience: Allianz - Slovenska poistovia, a.s.; Allianz - Slovenska déchodkova spravcovska spolo¢nost, a.s;
Wiistenrot poistoviia, a.s,; Wiistenrot stavebna sporitelfia, a.s.; Poistoviia TATRA a.s. (Poistoviia Postovej
banky, a.s.); Generali Poistoviia, a.s.

Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic

Fields of Competence of Members of the Board of Directors

Chief Executive Officer

Marek Jankovic

Chief Financial Officer
Petr Bohumsky

Chief Corporate Business Officer

Karel Blaha

Chief Retail Sales Officer

Tomas Vysoudil

Chief Insurance Officer

Pavol Pitonak
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Supervisory Board

predseda
Luciano Cirina

Appointment: 7 July 2015

Born: 1965

Education: University of Trieste (Business Administration)

Experience: Generali PPF Holding B.V.; Austrian Insurance Association; Generali Versicherung and Generali Holding Vienna;
Assicurazioni Generali, Trieste; Generali Versicherung, Vienna; Deutscher Lloyd (Generali Group)

Address: Na Pankraci 1720/123, 140 21 Praha, Czech Republic

member
Martin Sturzlbaum

Appointment: 13 October 2013

Born: 1963

Education: University of Vienna (Law and Economics)
Address: Rue de Praetere 1, Brussels, Belgium

member

Gregor Pilgram

Appointment: T October 2014

Born: 1973

Education: Vienna University of Economics and Business, Austria (Master of Business Administration)
Address: U Zvonatky 2536/1d, Vinohrady, 120 00 Praha 2, Czech Republic

member
Miroslav Singer

Appointment: 1 February 2017

Born: 1968

Education: University of Economics, Prague; University of Pittsburgh
Address: ElidSova 550/44, 160 00 Praha 6, Czech Republic

Audit Commitee

member
Beata PetruSova

Appointment: 10 February 2017

Born: 1968

Education: University of Economics, Bratislava
Address: Mlie¢na 86, Kosice, Slovakia

member
Martin Mancik

Appointment: 1 January 2016

Born: 1975

Education: University of Economics, Prague

Address: Chocerady 348, 257 24 Chocerady, Czech Republic

member
Roman Smetana

Appointment: 1 January 2016

Born: 1974

Education: University of Economics, Prague

Address: V Aleji 562, 261 01 Pfibram - Zdabof, Czech Republic
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Board of Directors Report
on the Company’s Business Activities
and Financial Situation

Ceska pojistovna - the Czech Insurance Market’s Long-established Leader
and a Major Innovator

Ceska pojistovna’s traditions date all the way back to 1827, when the articles of an institution called Cisatsko-kralovsky, privilegovany,
esky, spoleny nahradu $kody ohném svedené pojistujici Ustav (Imperial-Royal Privileged Bohemian Joint Fire Damage Insurance
Institute) were approved. That outfit initially offered no more than fire coverage. More than 185 years later, Ceskd pojistovna remains an
innovative company in touch with its traditions. This stance makes it a composite insurer providing a comprehensive range of services,
encompassing life and non-life personal lines, and insurance for small, mid-sized, and large customers covering risks in industry, business
and agriculture. Ceskd pojistovna is therefore deservedly hailed as the Czech insurance market’s long-standing leader.

This status is also acknowledged by A.M. Best, the international agency specialising in the insurance sector, which gave Ceska pojistovna
a financial strength rating of “A” and a credit rating of “a” - both of which came with a stable outlook - in 2016. These ratings reflect the
long-term reporting of high revenues, accompanied by the Company’s robust risk-weighted capital position, and are excellent news for
customers and business partners. Ceska pojistovna’s stability guarantees its ability to honour its commitments, even in the face of the
large-scale natural disasters that have been descending on the Czech Republic increasingly frequently in recent years.

The insurance market is in a constant state of flux, with lifestyles evolving and changing over time. Ceskd pojistovna responds to
changing needs by means of numerous product innovations. In this context, car insurance has been innovated in the past year with the
marketing of personalised number plate insurance, while new children’s life insurance has been unveiled as part of the expansion of the
MUj Zivot product. A major innovation in property insurance has been the new Mdj majetek, offering comprehensive services including
assistance, contents insurance and building insurance. Ceska pojistovna has also introduced new features in its travel insurance and
block of flats insurance, and has launched the Customer Club, rewarding loyal customers with appealing bonuses and premium services.

Ceska pojistovna’s solid position is also borne out by a string of awards. In the Best Insurance Company of the Year poll, Ceska
pojistovna came top in one of the two main categories when it was named Best Insurance Company 2016. It also chalked up success in
the 15th annual Fincentrum Bank of the Year competition and in the Sodexo Employer of the Year contest, where it was singled out as
the best employer of up to 5,000 employees in Prague.

Helping in 1827, Helping Now

Ceska pojistovna has been a friend in need ever since its formation, when it supported the orphans of firefighters who had tragically
died in action. Ceska pojidtovna continues to support many charities and community activities via its foundation.

The foundation’s pursuits, closely linked to the operations of Ceskd pojistovna, are structured around three core areas of assistance:
prevention (encompassing road traffic and personal accidents); the support of regional projects to help the public and non-profit
organisations; and corporate volunteering. All of Ceskd pojistovna’s employees are entitled to devote two fully paid working days a year
to volunteering. This means that Ceska pojistovna’s charity work is not blinkered. Instead, assistance is spread out among various areas
and regions.
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The Czech Insurance Market - Situation and Outlook

The Market in 2016

The overall view of the insurance market in the Czech Republic is encouraging. The Czech Insurance Association’s statistics show that
total written premiums climbed by 21% to CZK 118.5 billion. While non-life insurance built on previous growth, life insurance was unable
to extricate itself from its downward spiral.

The uptake in non-life insurance was driven in particular by positive developments on the motor insurance market, reflecting vehicle
trends in the Czech Republic. MTPL was underpinned by the rising number of registered vehicles, while collision insurance benefited
from the increase in new vehicle sales.

Non-life insurance rose by CZK 3.2 billion, or 4.5%, year-on-year, a result that was even better than the previous year’s increase. Collision
insurance performed best, improving by 9.5% year on year. The growth in non-life insurance was also fuelled considerably by MTPL
(+2.6%) and business insurance, which — boosted by the reassuring economic situation - expanded by 349% year on year.

In contrast, life insurance stalled and contracted for the third year in a row, this time by CZK 0.8 billion. Both components - regular- and
single-premium life insurance - contributed to this downturn.

Regular premiums continued to shrink, though the 0.8% decline was not as bad as in the previous year. The 23.6% year-on-year plunge
in single-premium life insurance mirrored the situation in 2015. The main reason for its tarnished appeal can be found in low interest
rates.

Outlook for 2017

There is no reason to expect the positive trend in non-life insurance to be knocked off course in 2017. Another favourable stimulus
could be a rise in the MTPL prices, as advised on several occasions by various insurers’ representatives in the light of growing claims
costs. A certain risk for developments towards the end of the year could be the anticipated loosening of the Czech crown’s exchange
rate. Despite the economy’s performance, this factor could have a particular impact on the business insurance market.

On the life insurance market, however, there is little reason for optimism. In regular-premium insurance, new business continues to fall
(by 9% in 2016). This situation could be compounded by an amendment to the Insurance Intermediaries Act imposing five-year liability
for commission as of December 2016. At this stage, it is difficult to say whether and how much this will affect intermediaries’ appetite to
engage in insurance.
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Report on Financial Performance

Assets

Ceska pojistovna has long been a highly capitalised and stable company, with assets totalling CZK 110 billion as at 31 December 2016.
The shareholder’s equity is more than CZK 26 billion and the share capital stands at CZK 4 billion.

The largest asset item by volume is investments, amounting to CZK 79.7 billion as at 31 December 2016 (CZK 21 billion more than in 2015).
These capital resources were increased in response to a rise in lending by CZK 4.4 billion, mainly comprising reverse repo transactions.

Assets in equity interests climbed by CZK 0.7 billion year on year to CZK 9.6 billion. The main downturn in investments could be seen in
financial assets at fair value through profit or loss (down by CZK 0.8 billion) and in available-for-sale securities (down by CZK 14 billion).
The Company’s cash and cash equivalents increased by CZK 0.9 billion year on year, amounting to CZK 2.8 billion as at 31 December 2016.

Reinsurance assets remained more or less unchanged, slipping by CZK 01 billion to CZK 9.7 billion.

More details on the Company’s asset position are provided in the financial section of this Annual Report.

Treasury Stock

Ceska pojistovna did not hold any of its own shares during the 2016 accounting period.

Earnings

In 2016, Ceska pojistovna reported a post-tax profit of CZK 4.2 billion according to international accounting standards, a CZK 01 billion
rise on 2015.

Ceska pojistovna’s total written premiums in 2016, reported according to Czech Insurance Association?® guidelines, were CZK 26.7 billion.
Of this figure, non-life insurance accounted for CZK 18.5 billion and life insurance for CZK 8.2 billion.

Share Capital and Reserves
The Company’s share capital was unchanged at CZK 4 billion in 2016.

In 2016, shareholder equity grew by CZK 1.3 billion to CZK 26.7 billion.

3 - excluding non-life premiums assigned to Czech Insurance Association members
- with a single premium adjusted for a 10-year basis
- these figures do not include cross-border services provided via branches or as freedom-of-services business
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Profit Distribution Proposal

Further to the approved financial statements and the profit distribution principles applied, on 24 April 2017 the Board of Directors
approved a proposal to pay a dividend of CZK 93,850 per ordinary share, i.e. a total of CZK 3.754 billion. The remainder of the profit
from the 2016 accounting period is to be allocated to retained earnings.

Dividends in Previous Years

In April 2076, the sole shareholder, acting in the capacity of the General Meeting, decided on the pay-out of a gross dividend for 2015
totalling CZK 3.684 billion.

In April 2015, the sole shareholder, acting in the capacity of the General Meeting, decided on the pay-out of a gross dividend for 2014
totalling CZK 3.272 billion.

Insurance Provisions

Total insurance provisions (net of the reinsurer share) under the Insurance Act were down by CZK 3.07 billion year on year to
CZK 65.22 billion as at 31 December 2016 (of which, in accordance with IFRS, a CZK 045 billion provision for liabilities to the Czech
Insurers’ Bureau was included in other provisions).

Life Insurance Provisions

These provisions account for more than two thirds (67%) of the overall insurance provisions and consist primarily of a life insurance
premium provision and a provision for unit-linked life policies (where the investment risk is borne by the policyholder). As at

31 December 2016, gross life insurance provisions totalled CZK 43.9 billion, a year-on-year fall by CZK 2.73 billion.

Provision for Non-life Insurance Claims
This provision encompasses claims reported but not settled (RBNS) and claims incurred but not reported (IBNR). As at 31 December
2016, the provision for non-life insurance claims totalled CZK 15.63 billion, down by CZK 0.56 billion on the previous year.

Provision for Unearned Non-life Insurance Premiums
The total amount of provisions for unearned premiums rose by CZK 0.29 billion year on year to stand at CZK 4.83 billion as at
31 December 2076.

Receivables and Payables

Receivables rose by a modest CZK 0.2 billion year on year, amounting to CZK 6.3 billion as at 31 December 2016. There was a slight
year-on-year change in payables, which stood at CZK 7.7 billion as at 31 December 20716.
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Report on Business Activities

Non-life Insurance

Ceska pojistovna continues to spearhead the non-life insurance sector with a 24.89% market share’ A crucial factor in the development of
written premiums is the motor insurance situation. In 2016, Ceskd pojistovna successfully increased written premiums in this segment,
especially in collision insurance. In contrast, portfolio optimisation pushed down the volume of life insurance business. Non-life
insurance premium billing came to CZK 191 billion, up by CZK 375 million (2.0%) on the previous year. The lion’s share of this can be
attributed to Ceska pojistovna’s dealings in collision insurance (CZK 229 million) and coverage of financial risks (CZK 163 million).

Claims incurred generally progressed along positive lines in 2016. Claims costs were CZK 266 million lower than in 2015. In June 2016,
after two disaster-free years, there were large-scale incidents involving agricultural insurance (with costs estimated at CZK 329 million)
and property insurance, (estimated at CZK 268 million). The various types of insurance report very different developments in the costs
of loss events, which depend on whether any disasters have struck and whether any exceptional claims need to be handled.

Business Risk Insurance

In 2016, written premiums in business risk insurance were down a slight CZK 33 million compared to 20715. Large-risk insurance against
natural hazards had the greatest impact on the volume of written premiums (a CZK 125 million decline). This came about when the
portfolio was optimised to remove the dangers posing the greatest risk. There was also a downturn in agricultural insurance premiums
written. On the other hand, engineering insurance, liability insurance and SME insurance continued along their favourable trajectory.
Compared to the previous year, in 2016 claims costs were affected in particular by hail damage covered by agricultural insurance, while
large-scale claims were less frequent. Total costs were up by 0.5%; adjusted for disasters, the developments in claims incurred were
encouraging.

In the first half of 2016, there were two spells of widespread crop damage. First, in the spring (24-28 April), there was frost damage.
Damage was caused to fruit crops, including strawberries, but mostly vines. The second case saw crops damaged on a disastrous scale
by hail. Central and northern Bohemia bore the brunt, while southern and western Bohemia were also affected. What made this disaster
so unusual was not simply its magnitude but also - and mainly - it’s earliness (May, June). Crop damage in the second half of the year
remained within the norm. It was a run-of-the-mill year for animal insurance.

Non-life Personal Lines

This class of insurance was stable in 2016. Written premiums inched up by a mere 0.3% year on year as contents and personal accident
insurance dipped while liability and building insurance rose. The vagaries of the weather in particular were reflected in the 64% higher
volume of claims incurred in the first half of the year, though all of this increase can be attributed to a natural disaster.

The ongoing bleak political and security situation in the majority of previous tourist hotspots prompted a slump in travel insurance in
2016, especially via the travel agent distribution channel. In tandem with the steadily growing trend of travel to exotic destinations,
including in the winter, a higher incidence of claims originating in places such as Thailand, Vietnam and Bali was recorded. However,
there was an upswing in interest in this type of insurance in the second half of the year.

Motor Insurance

The first half of the year was very fruitful for motor insurance. Written premiums went up by 34%, while the volume of claims incurred
was down by 8.7%. The number of vehicles insured rose by 20,000 during 2016. These figures illustrate the revival of the motor vehicle
market and the improving economic situation, on the one hand, and, on the other, CP’s successful market stabilisation and improved
economic results in this sector.

In 2016, motor third party liability insurance premiums written were 0.9% higher than in 2015, propelled forward by a 3.6% rise in fleet
insurance. This is another insurance segment in which Ceska poji¢tovna remains the largest insurer, with a share of 22.7%* Claims costs
are stable and the profitability of this insurance has been maintained at an acceptable level in such an intensely competitive area.

The collision insurance market, though consistent with the MTPL market, was typically more volatile. Written premiums increased year
on year by 7%. Fleet insurance rose by 14.6% and personal lines insurance was up by 2.7%. Nevertheless, these results continue to limp
behind the market revival as a whole in the Czech Republic. Claims incurred grew by 4.6%, partly on account of a disaster. Bearing in
mind how much written premiums increased, this was a very productive result.

“ Czech Insurance Association. Statistické tidaje dle metodiky CAP 1-6/2016 [online]. CAP ©2014 [accessed 2016-08-024]. Available from:
http://www.cap.cz/images/statisticke-udaje/vyvoj-pojisteno-trhu/STAT-2016Q2-CAP-CZ-2016-07-25-WEB.pdf
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Innovation and Future Developments

In early 2016, the Bytové domy (Blocks of Flats) product was overhauled so that the coverage was expanded to include further risks
(for both property and liability insurance), and insurance of a very broad range of assistance services was introduced. The new-look
product is expected to increase penetration of this fast-growing area of insurance.

The scope covered by JISTOTA (CERTAINTY), the product for micro-businesses, was also updated. A new customer-friendlier online
platform was also implemented to make the contracting procedure easier. The range of activities covered under professional liability was
expanded to include a new compulsory insurance - that of consumer credit intermediary liability.

Within the framework of liability insurance, directors and officers liability insurance was incorporated into Ceska poji$tovna’s standard
systems and hence into the standard range of business insurance offered by the Company. School insurance rates were put up in
response to a change in the way personal injury is compensated in cases of “quasi-occupational accidents”.

Act No 134/2016 on public procurement took effect in October 2076. In keeping with that legislation, Ceska poji$tovna updated its
tender guarantee insurance to offer all those involved in procurement procedure a fresh way of providing security in the form of new
insurance for guarantees in favour of the contracting authority.

In agricultural insurance, each insurance contract underwent its annual update. In autumn 2016, technical adjustments were made to
insurance which saw the introduction of discounts with automatic appraisals. Product innovations were made to both crop and animal
insurance for 2017.

In the next year, we intend, in particular, to revise the appearance of insurance contracts for business insurance. The non-life insurance
consolidation project will include the creation of a standalone product for block of flats insurance, accompanied by policy terms and
conditions. In parallel to this, product innovations across all insurance products, in particular with a view to forthcoming legislative
changes, will continue.

In 2016, a new product among non-life personal lines was prepared and deployed. This highly variable product incorporates certain parts
that customers can combine to suit their requirements, such as contents, building, recreational household, civil liability or travel
insurance. These parts of the product will encompass a wide range of coverage and add-ons, many of which are new, unique on the
market, and considerably enhanced from the point of view of customers. The deployment of the new product was also an opportunity
to make contractual documentation more transparent, update the policy terms and conditions, revise the pricing and modernise the
contracting process. Full-scale sales of the product were launched in October 2016. The release was accompanied by a massive media
campaign. Initial sales results indicate substantial year-on-year gains and a warm reception among customers.

In the first half of 2016, travel insurance focused on the preparation of a completely new product in this area that would not be time
limited. Customers can take out this unique insurance as part of their M(j majetek property insurance policy. The medical expenses and
assistance limit for the travel insurance retail product was raised to CZK 100 million. Travel insurance sales were promoted by a summer
marketing campaign.

In 2016, a new product was developed under professional indemnity insurance to address individual contracts. Its deployment is planned
for the start of 2017. This product sets out to innovate the scope of insurance, including the addition of a range of extensions suited to
employees’ specific professions.

One of the focal points of 2016 was the completion of the switch of the sales network used by CP and cooperating partners to the new
HUGO contracting system. This application delivers a swift, highly intuitive solution for insurance contracting. It facilitates simple
communication with external partners cooperating with Ceska pojistovna directly via their own systems. We also managed to establish
cooperation within Volkswagen Financial Services, where we became a brand insurance partner for both leasing and retail insurance.

Ceska pojistovna continues its efforts to enhance the quality of services and products for customers. This is reflected in plans to unveil
a new motor insurance feature in spring 2017, entailing the introduction of supplementary insurance quite unique on the market.
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Life Insurance

In its regular-premium life insurance product range, Ceskd pojistovna continued to sell insurance built around the current circumstances
and needs of its customers.

Throughout 2016, we implemented fundamental product innovations for our flagship Mdj Zivot in order to offer customers
industry-leading quality at reasonable pricing on the fiercely competitive Czech insurance market.

On 1 April, MUj Zivot was expanded to include new children’s life insurance riders and assistance. As a result, the product now meets all
requirements for the genuine protection of the entire family. In the introduction of the new children’s riders, our main concern was

to cover the immediate financial impacts if children become seriously ill, as well as the long-term financial implications faced by a family
when a child ceases to be self-sufficient. Another new area is the nursing allowance, which covers parents’ short-term loss of income
caused by caring for their children when they contract a common illness or are injured. The main idea underpinning the new riders is to
enable parents to be close to their children when they need their care and assistance. The new children’s riders were complemented by
a new assistance service unique on the Czech insurance market. The Péce o dit& (Childcare) assistance was expanded to include services
associated with the convalescence of a child.

Since 1uly, it has been possible to negotiate changes to existing MUj Zivot contracts in order to incorporate the new children’s riders.
The aim is to let our customers keep their insurance up-to-date so that it reflects the current needs of the whole family without any
of the adverse consequences associated with the cancellation of existing contracts.

Starting on 2 October, we adjusted the M(j Zivot settings, reducing the overall minimum premium from CZK 500 to CZK 300 per month,
with no need to resort to a mandatory minimum life component. This move placed a modern product within reach of all customers
preferring purely risk coverage for selected risks at lower premiums. At the same time, we stopped selling Multirisk because it had been
rendered redundant by the changes to the modern M(j Zivot product. By combining the offer of both types of insurance under the
established and commercially successful MUj zivot brand, we are seeking to reinforce the transparency of the product range using

a single type of insurance for all needs stemming from the situations faced in life by our customers.

Under insurance contracts concluded in 2016, our customers use MUj zivot regular premiums to cover risks in more than 75% of cases.
Demand for coverage of life and personal accident risks, as well as assistance services, is expected to grow further.

In the realm of single-premium life insurance, in early June 2016 we launched sales of a new product, Moje jednordzové pojisténi

(My Single-premium Insurance), enabling customers to take out insurance covering death and death resulting from personal accident
while making returns on their disposable resources in three different underlying risk funds run by Generali Investments CEE. In addition,
customers enjoy a bonus of up to CZK 1,000 in indemnification when they make their first claim upon being hospitalised following

a personal accident. Between the launch of sales and the end of 2016, more than 760 contracts were taken out with an aggregate
annual premium of CZK 142 million.

Financial Indicators

Despite a 6% year-on-year decrease, total premiums written under new regular-premium life insurance contracts still amounted to
CZK 81 billion. Single-premium products generated CZK 0.7 billion in written premiums. On aggregate, our regular-premium life
insurance products were purchased by 84,000 customers in 2016.

In 2016, life insurance claims paid fell by 31% from the previous year’s figure to a total of CZK 8.5 billion on account of the lower volume
of endowment payouts (2015 had been affected by the maturity of the Garance single-premium life insurance product). As in previous
years, the greatest number of paid claims was registered in the “insurance on death or survival” class. In terms of monetary volume, most
funds (CZK 4.8 billion) were released in the form of endowments. In 2016, 302,000 claims under the life insurance portfolio were handled.
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Outlook

With effect from 1 December 2016, Ceska pojitovna a.s. - in the wake of consultations within a Czech Insurance Association working
party - implemented a Key Information Document in the pre-contractual Mdj Zivot product documentation in accordance with the
available wording of regulatory technical standards (RTS) further to Regulation (EU) No 1286/2014. Effective from the same date, Ceska
pojistovna implemented new statutory rules for new business that concern an intermediary’s entitlement to a fee if a contract is
terminated prematurely (commission regulation) and the calculation of the surrender value in accordance with an amendment to

Act No 38/2004 on insurance intermediaries and independent loss adjusters and amending the Trading Act (the Insurance
Intermediaries and Loss Adjusters Act).

In 2017, Ceska pojistovna will analyse and fulfil the revised requirements of the regulatory regime under Regulation (EU) No 1286/2014
on key information documents for packaged retail and insurance-based investment products (PRIIPs), with a stress on the new wording
of the RTS affecting the appearance of the Key Information Document (KID) for sales of life-insurance-based investment products from
TJanuary 2018.

The groundwork will also be laid to comply with requirements associated with the regulation of distribution in the insurance industry
and the obligations of insurance intermediaries under Directive (EU) 2016/97 of the European Parliament and of the Council on
insurance distribution (the IDD). We will monitor legislative developments prompted by the transposition of this Directive into an
internal implementing measure in the Czech Republic designed to ensure that insurance distribution takes place in customers’ interests
and that customers are able to purchase insurance products that are suited and relevant to them. Within the Czech Insurance
Association, Ceska pojistovna will try to actively influence the scope of obligations incumbent on insurance companies and
intermediaries under national legislation.

Finally, we will analyse the impacts and configuration of related processes under Regulation (EU) 2016/679 of the European Parliament
and of the Council on the protection of natural persons with regard to the processing of personal data and on the free movement of
such data, and repealing Directive 95/46/EC (the General Data Protection Regulation, or GDPR). This Regulation, which mainly sets out
to achieve a common level of consumer protection in the field of personal data in all EU Member States, has general scope, is binding in
its entirety and is directly applicable.

With reference to the current state of play in the market landscape, which is constantly evolving and is influenced by European and national
changes, in 2017 we expect the Czech insurance market to witness ongoing improvements in the range of benefits under the insurance of
risks associated with loss of income and the need for extraordinary outgoings in case of personal accident, cheaper prices for such insurance,
and, on the whole, sales of cost-transparent products on the basis of risk insurance with the option of non-routine deposits.

Sales of Insurance

Internal Distribution Channels
Internal distribution channels consist of a network of captive insurance agents and staff from the Ceska pojitovna branch network.

Management restructuring at the end of 2015 yielded more efficient management of internal distribution and the faster transfer of
information. Building on the change in sales management, the sales support service was revised to reflect this and is now the central
point for most support services, guaranteeing the same level of support for distribution channels and improved capacity control.

In 2016, internal distribution was characterised by product revisions and adaptation to legislative changes as part of the modification of
the distribution model following an amendment to the Insurance Act. An amendment to the Insurance Intermediaries Act also prompted
changes to remuneration.

One of 2016’s fundamental milestones was the launch of the Customer Club, rewarding Ceska pojitovna’s customers with various
benefits for their loyalty. Besides these services extending beyond the normal framework, we continue to offer customers a high service
standard that makes use of modern technologies. With a network numbering more than 600 points of sale, Ceska pojitovna is the
most accessible financial institution for customers in the Czech Republic.

Product innovations in life insurance (M Zivot) and non-life insurance (Mlj Majetek) necessitated a series of nationwide training courses
for the sales service, during which all 4,000 members of sales staff were trained over the course of several months. As a result, Ceska
pojistovna’s sales service is now in a position to offer customers top-class products via consultants who have had the necessary training.

In parallel, non-life insurance contracting tools were unified during 2016, leading to the implementation of HUGO, the target system.

As explained above, towards the end of 2016 the distribution model was revised and legislative changes prompted the creation of a
wholly-owned Ceska pojistovna subsidiary called CP Distribuce s.ro., which is where all of the Company’s internal distribution will be
concentrated in the course of 2017. In the new setup, CP Distribuce will continue to provide our customers with comprehensive financial
consulting to the very highest standards.
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Specific Distribution Channels

External Retail Partners - Focused on Personal Lines
In terms of product sales via external companies, the first half of 2016 was a year brimming with interesting activities. For example, we
were busier in non-life insurance contracting, especially with motor insurance.

Our sales success was fuelled by new underwriting limits, broader assistance coverage and a new pricing policy.

Our main activity, however, centred on setting up a process to assess the risks posed by life insurance contracts. These measures,
which we believe are crucial, yielded stable and profitable new business.

In our relations with external partners, the coming period will be geared towards intensive preparations for the launch of Hugo, the new
non-life insurance contracting system.

Our focus in life insurance sales was on the new children’s insurance launched on 1 April 2076.

Ceska posta (Czech Post)

Ceska pojistovna and the state enterprise Czech Post have worked together to offer a range of basic retail insurance products since
2001. The entrenched business model sees certified Czech Post staff and captive insurance agents cooperating in the provision of
a comprehensive range of products from the life and non-life insurance portfolio, including a full-blown service offered to the entire
Ceska pojistovna customer base at specialised branches of Czech Post.

Throughout 2016, qualification and development activities were carried out that targeted certified Czech Post employees at specialised
centres offering insurance products. Mystery shopping was combined with a system of feedback and follow-up measures as an effective
means of monitoring. In the second half of the year, all acquisition agents in the Czech Post distribution channel were successfully
certified to use the new motor insurance contracting system, which had a positive impact on new business in the car insurance segment.

In 2016, the growth trajectory followed by the Czech Post distribution channel portfolio climbed by CZK 35 million year on year to stand
at a final CZK 726 million as at 31 December 2016. In the portfolio structure, regular-premium life insurance accounts for 69%, motor
insurance 18% and non-life personal lines insurance 12%. In terms of new business in 2016, non-life insurance contracting led the way
with an aggregate CZK 101 million, while new regular-premium life insurance amounted to CZK 65 million.

In 2017, the sales emphasis will be on our range of non-life personal lines insurance products. At the beginning of the year, across-the-
board training will be provided on how to sell the innovated property product by drawing on the contracting system that has proved so
effective in car insurance. Throughout the year, acquisition activities reinforcing the added value of innovated non-life insurance
products will build on product certification. According to Czech Post’s tendering procedure, the existing agency agreement concluded in
2005 will come to an end on 31 December 2017.
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Report on Operations

Customer Services

The Customer Services Department is responsible for customer service via the communication centre, insurance contract administration,
the entry of contracts in systems, contract amendments, payment processing, and the handling of the entire claim settlement agenda.

One of Ceska pojistovna’s strategic objectives is to increase customer satisfaction with the services rendered. The customer satisfaction
index, used to obtain customer feedback at eight selected key points of interaction on a rolling basis, increased in 2016 by one
percentage point, and is of the standard expected of a mature financial institution.

Disasters were the number-one item on the claim settlements agenda in the first half of the year. In May, hail and torrential rain triggered
a level-one disaster in property insurance and a level-two disaster in crop insurance. New features in the electronic inspection of motor
vehicles, property and agricultural damage continued to be developed. PRM Il (Partner Relationship Management), a project to improve
damage control and to help customers to find suitable repair shops, was put into operation. From the point of view of customer
satisfaction, we started to feel the effects of deploying a process for the accelerated settlement of small claims in the corporate segment
and among SMEs. In the retail segment, we successfully pushed up the number of claims settled in simplified procedure.

We reported notable achievements in automated fraud detection, where we made full use of automated detection tools, predictive
modelling and social network analysis. The RTDM (Real Time Decision Manager) project, enabling us to harness the above systems right
from the start of the life insurance claim process, has reported sound results. We are keen to extend the RTDM concept to non-life
claims settlement in the coming years. A particularly successful factor for us in the first half of 2016 was the level of savings made by
identifying fraudulent claims.

In 2016, in our management of policies and payments, we focused on process optimisation, automation, the use of modern technology
and document digitisation. In all of these areas, we placed a special emphasis on swift, smart solutions delivering high-quality modern
services to both internal and external customers. In the first half of the year, we deployed the biometric signing of insurance contracts
for our agents, which helped to speed up the whole process, slash the error rate and subsequently deliver documentation to customers
faster and more efficiently.

In 2016, we also concentrated on new premium collection technologies, so we now offer customers the possibility of paying via a mobile
POS terminal or a whole range of online options.

Electronic communication has also constantly intensified to the extent that we delivered more than 44% of all documents to customers
via electronic channels only.

In 2016, we focused on making advances in paperless and online services. In the administration of their insurance contracts, customers
can opt to have their requirements handled electronically for the majority of processes. The Ceska pojistovna Customer Zone, the self-
service portal for our customers, registered surging growth, with the number of active accounts rising by 75,000 in 2016 to a total of
326,000, with visitor rates up by almost 60%. Customers can also make use of the online chat service on Ceska pojistovna’s website
(including the Customer Zone). We introduced an online service enabling a selected group of customers to run rapid searches for
dispatched documents by mobile phone.

In 2016, call centre operators fielded nearly 850,000 incoming calls, made 1.9 million outgoing calls, processed 1.55 million electronic and
paper documents, and chatted online with 17,000 customers. In addition to handling service requests, the call centre also engaged in
telephone sales of policies and the active retention of existing customers. We have now made it cheaper for customers to contact our
call centre by switching from a “white” line to a “national” telephone number. At very busy times, we offer customers our unique Virtual
Hold service, where we call customers back instead of making them wait in line for their call to be taken.

In 2016, the Ombudsman Department took over the full-scale handling of all complaints lodged with Ceska pojistovna. Complaints are
a valuable source of feedback from customers and are a great help as we seek to improve our services. Everything is carefully and
professionally investigated, and it is not uncommon for initial opinions to change. We keep in contact with customers when handling
their complaints. Where possible, we deal with complaints by telephone as this is a faster and more intelligible form of communication
and often clears up any confusion. After evaluating complaints carefully, we then provide feedback to the competent departments

in order to eliminate such complaints as fully as possible. This feedback is also presented to the Company’s management.

By enhancing service quality and efficiency, the various Customer Service units made a sizeable contribution to the overall earnings
result reported by Ceska pojitovna.
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Investment Policy

Financial investments stand alongside insurance and reinsurance as another important area of operations for the Company. They
contribute significantly to overall Company assets and are financed primarily from insurance provisions and equity.

In keeping with an amendment to the Insurance Act that entered into force in September 2016, the Company makes investments based
on the principle of prudent investment and a valid investment policy with the aim of achieving safety, liquidity and profitability in order

to ensure that the Company is fully capable of meeting its commitments to customers.

The structure and volume of the Company’s financial investments as at 31 December 2016 are shown in the graph and table entitled
“Structure of Financial Investments (IFRS, Book Value), by Business Segment”.

Structure of Financial Investnments (IFRS, Book Value), by Business Segment

24.8%

M Life insurance
Non-life insurance
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In early 2016, concerns about the revival of the global economy prevailed on the financial markets and this marred the performance of
risk-bearing assets. The central banks responded with a more accommodative monetary policy stance. Among other things, the ECB cut
the deposit rate to -049%, while the Czech National Bank extended the likely end of its exchange rate commitment until mid-2017. These
interventions buoyed the bond markets. Bond yields bottomed out in the summer following the surprise result of the UK’s referendum
on whether to remain in the EU. The markets shrugged off their initial shock remarkably quickly, and the same can be said of Donald
Trump’s election as the US president, which triggered equity market growth and tempered yield increases. The Czech market was also
exposed to these developments and, starting in the summer, was also subject to mounting speculation that monetary policy would soon
be relaxed. In 2016 as a whole, the CNB purchased EUR 16.8 billion in new reserves. The influx of speculative capital complicated matters
for Czech investors because it kept the yields of Czech government bonds in negative territory, while the high costs of currency hedging
severely degraded the attractiveness of investments abroad. The loosening of the exchange rate commitment remains a key event for
the Czech market in 2017. The CNB has pledged that this will happen in the second quarter at the earliest. This relaxation of the
commitment could normalise relations on Czech markets, but high volatility is also probable. In the first half of the year, another major
source of volatility and uncertainty will be the elections in a string of key European countries, spearheaded by France. The gradual rises
in interest rates in the US and whispers of a tighter monetary policy in Europe are further potential risks. Mercifully, inflation remains
under control and the central banks can be patient. Furthermore, the performance of credit and equity markets should be boosted by
the encouraging outlook for the global and European economies.
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Financial Investments within the Life Insurance Segment

At the end of 2016, the life insurance segment contained a total of CZK 62.6 billion in financial investments. Of this amount,

CZK 7.9 billion (12.7%) comprised investments covering provisions for unit-linked policies where the investment risk is borne by the
policyholder. In the segment of regular-premium insurance, unit-linked life insurance continues to account for most newly concluded
contracts, which means that the share of the corresponding provisions in overall life insurance provisions will continue to rise in the
future. The remaining financial investments in the life segment are financed by conventional life insurance provisions and by a portion
of the Company’s own equity allocated to this segment. For the most part, this money is invested in fixed-income instruments

(CZK 44.7 billion), consisting mainly of debt securities (CZK 39.7 billion), especially Czech and foreign government bonds and
corporate bonds of issuers generally with an investment grade rating.

In accordance with a feature typical for life insurance liabilities, i.e. their longer time frame, debt securities covering life insurance
provisions have, on average, longer to maturity. The aim is to safeguard a sufficient and stable yield in the long run that will enable
obligations arising from insurance contracts to be met. In terms of accounting classification, 94% of debt securities are classified as
available-for-sale financial assets, so as to align the reporting of their result with the method used to account for insurance liabilities and
reduce earnings volatility resulting from changes in market interest rates.

Structure of Financial Investments (IFRS, Book Value), by Life Insurance Business Segment
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The third largest group, by volume, in the structure of financial investments comprises equity securities (shares, unit certificates, and
other variable-yield securities), accounting for 8.8%, or CZK 5.5 billion in absolute terms, as at 31 December 2016. These instruments are
purchased for the portfolio to act as a counterweight to fixed-interest instruments for purposes of risk diversification and to optimise
overall medium- and long-term returns.

The investment portfolio is rounded out by other fixed assets. Here, Ceska pojistovna has investments in buildings and land, taking the
form of direct ownership of real estate or equity in companies which own the real estate and engage in the management and letting
thereof as their core activity. In the past few years, allocations to this investment segment have been steadily growing, and at the end of
the year investments here had a book value of CZK 4.5 billion (a share of 7.1%). Against a background of low interest rates, investment
property is a suitable source of higher, long-term stable yield, and also offers the opportunity of capital gains as the market price of the
property rises.

The gross return on life financial investments, before the deduction of management fees, was CZK 217 billion. Of this amount,
investments covering insurance provisions where the risk is borne by the policyholder accounted for CZK 358 million. Interest on debt
securities was the biggest source of returns.
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Financial Investments within the Non-life Insurance Segment

Investments in the non-life segment are financed by non-life insurance technical provisions and the equity allocated to this segment.
Since non-life liabilities are shorter than life liabilities, there are more assets with shorter times to maturity in the investment portfolio,
as well as more liquid instruments, which can be readily converted into cash when needed to pay insurance claims.

As at 31 December 2016, the book value of the non-life insurance portfolio was CZK 20.6 billion; 89% (CZK 184 billion) of the portfolio
consisted of fixed-income instruments, of which debt securities had a book value of CZK 16.9 billion, receivables under reverse repo
transactions with CNB bills CZK 11 billion, and term deposits with banks CZK 0.5 billion. Of the remainder, 8.3% of the portfolio was
invested in equity securities and 2.7% in other assets. Defined by accounting classification, the overwhelming majority of financial
investments are classed as available-for-sale assets.

Structure of Financial Investments (IFRS, Book Value), by Non-life Insurance Business Segment
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The total return on financial investments within the non-life insurance segment, before the deduction of management expenses,
was CZK 460 million in the first half of 2016. As in the life insurance segment, the biggest contributor to this result was interest
income from bonds.

Structure of Ceska pojistovna’s Financial Investments (IFRS, Book Value), by Business Segment

Life Insurance Non-life Insurance
CZK thousands % CZK thousands %
Buildings and land (fixed assets) 4472133 714 553,860 2.68
Loans 7,036,273 1.23 1,139,912 5.52
Unlisted debt securities 927,135 148 0 0.00
Loans and advances provided under repo transactions 5497337 878 1,139,912 552
Other loans 611,801 0.98 0 0.00
Available-for-sale financial assets 42,931,914 68.55 17,680,219 85.60
Debt securities 37402,677 59.72 15,957,560 77.26
Shares, unit certificates and other variable-yield securities 5,529,237 8.83 1,722,658 8.34
Financial assets at fair value through profit or loss 9,527,538 15.21 987,270 4.78
Debt securities 1412161 225 973,558 471
Shares, unit certificates and other variable-yield securities 175 0.00 0 0.00
Investments covering provisions for policies where the investment risk is borne
by the policyholder 7,926,144 12.66 0 0.00
Positive market value of derivatives 189,058 0.30 13,712 0.07
Other investments 0 0.00 489,003 2.37
Fixed-term bank deposits (net of reinsurance deposits received) 0 0.00 489,003 237
Financial liabilities (net of bonds outstanding) (1,335,632) (213) (196,226) (0.95)
Loans and advances received under repo transactions 0 0.00 0 0.00
Negative market value of derivatives (1,335,632) 13) (196,226) (0.95)
62,632,225 100.00 20,654,038 100.00
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Reinsurance

Ceska pojistovna’s reinsurance programme is a long-term contributor to the Company’s balanced earnings and stability. As a risk
management tool, reinsurance protects Ceska pojitovna, along with its customers and shareholders, from unexpected individual or
catastrophic events, as well as from random variations in loss frequency. Analyses of reinsurance needs and the optimisation of the
reinsurance structure take place using modern dynamic financial analysis tools in collaboration with Holding Company experts and with
the support of reinsurance brokers. Each year, the reinsurance programme is modified by the Holding Company to ensure that it reflects
changes in the portfolio and the product line.

Ceska pojistovna’s principal and obligatory reinsurance partner is the Group’s captive reinsurer, GP Reinsurance EAD, based in Bulgaria.
Through GP Reinsurance EAD, risks are further retroceded into the Group’s reinsurance contracts by Assicurazioni Generali. Thanks to
this optimisation, Ceska pojistovna can profit from the advantages of Group coverage and thereby further reduce reinsurance costs
while expanding coverage terms. Group rules determine the maximum possible exposure that Ceskd pojistovna may have to each type
of insurance.

Thanks to intensive work detailing information on individual risks in the portfolio, Ceska pojistovna is able, through the use of
sophisticated models, to control its exposure to risks arising from catastrophes. Currently, flood losses are modelled regularly over the
personal lines, commercial lines, and large risks portfolios. Gale exposure is modelled in a similar structure.

Ceska pojitovna is perceived by partners and affiliates as a stable and strong reinsurance partner in its own right. This fact is reflected
in the volumes of obligatory and facultative reinsurance in the area of corporate customers and large risks.

Nuclear Pool

The Czech Nuclear Insurance Pool (“CNIP”) is an informal consortium of non-life insurers based on the co-insurance and reinsurance of
nuclear risks. For more than 20 years, the CNIP has offered insurance and reinsurance services for liability and property risks, including
risks related to the transportation of nuclear material. Insurers on the Czech market do not usually insure nuclear risks on their own due
to the specific nature of those risks, which are typically excluded from coverage. The insurers in the CNIP each provide their own net
lines, the sum of which forms the overall capacity of the CNIP for individual types of insured risks. Within the CNIP, an Agreement on
the Joint and Several Liability of Members is concluded every year to increase security and trust in the CNIP.

Ceska pojistovna a.s. is one of the founding members of the CNIP and, since the outset, has been the lead insurer by agreement with
those companies involved. Within Ceska pojistovna a.s., nuclear risks are in the competence of the Corporate and Industrial Insurance
Department (the “GCC”). The CNIP’s executive body is the CNIP Office, which is incorporated into the Operations and IT Department
within the GCC. Ceska pojidtovna a.s’s net exposure to the CNIP was increased fractionally in 2016.
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Human Resources

At the end of 2016, employees numbered 4410, of whom 4,020 were full-time contracted employees and 390 were hired under
“agreements on the performance of work” or “agreements on work activities”.

The Company annually refines its core appraisal principles, consisting of an emphasis on positive motivation and the identification and
harnessing of the strengths of individuals. The employee development and remuneration systems are linked to the employee appraisal
system. Top-rated employees benefit from the most systemic development support.

In employee development, Ceska poji$tovna concentrates on strengthening expertise and fostering insurance know-how. We are
expanding the involvement of internal trainers in employee training in line with the principle of a self-learning organisation. We are
forging ahead with afternoon workshops and with the Insurance Academy (Pojidtovacka akademie), which is particularly important for
new colleagues. The chief sponsor of the programme is the CFO.

In 2016, we also developed specific programmes for key groups, such as talents, graduates and managers, preparing intensive annual
training courses geared towards their professional advancement. Ceska pojistovna makes systematic use of development instruments
such as Customer Day (a day spent with a mentor in the front line). The prime objectives are to forge strong bonds between back-office
teams and the front line, and to nurture teamwork.

In an effort to retain key employees and to prevent the loss of unique know-how, a scheme aimed at identifying, promoting and
retaining employees with unique expertise has been prepared. Mobility (Mobilita), a programme designed to broaden career
opportunities within the Company and the Generali Group, also continued in 2016.

Building on the results of an employee poll and in an attempt to improve employee care, we are developing benefits in areas that reflect
the key lifestyle needs of our employees. One of these areas is health care, with a stress on disease prevention, physical fitness, mental
well-being and healthy eating, all wrapped up in the WE FIT programme.
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Supervisory Board Report

The Supervisory Board of Ceska pojistovna is the Company’s oversight body. It oversees the exercise of the responsibilities incumbent
upon the Board of Directors and the pursuit of the Company’s business activities. Its competence is derived from Czech legislation and
the Company’s Articles of Association. In particular, the Supervisory Board oversees the functionality and effectiveness of the
Company’s management and control system, as well as matters related to its strategic direction.

The Ceska pojistovna Supervisory Board has four members. Members of the Supervisory Board are elected and removed by the
Company’s General Meeting. Members of the Supervisory Board serve for terms of five years.

The Supervisory Board’s activities are governed by an activity plan, which the Supervisory Board approves for each half-year in advance.
Outside of the activity plan, the Supervisory Board may discuss such matters as may arise between its meetings, provided that the
nature of such matters so requires. Meetings of the Supervisory Board are held as needed, but not fewer than four times per year.

Individual checks, investigations, examinations, and inspections of Company materials, etc., are conducted by members of the
Supervisory Board either individually or in groups authorised by the Supervisory Board in a resolution adopted at a Supervisory Board
meeting or as separately authorised by the Chairman outside of a Supervisory Board meeting. Afterwards, at the immediately following
Supervisory Board meeting, the Supervisory Board is informed of the activities conducted by individual members or groups authorised
by the Supervisory Board and of the results thereof. If any serious findings or circumstances arise from the checks, the Chairman of the
Supervisory Board is informed of such on an on-going basis, even between Supervisory Board meetings.

The composition of the Supervisory Board as at the date the Annual Report was published is presented on page 19 hereof.

Prague, April 2016

Luciano Cirina
Chairman of the Supervisory Board
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Persons Responsible
for the Annual Report

Declaration
We hereby declare that the information presented in this Annual Report is true to the facts and that no material information has been
omitted that could influence an accurate and precise assessment of the issuer and the securities issued by it.

Voic

Marek Jankovic Petr Bohumsky
Chairman of the Board of Directors Vice-Chairman of the Board of Directors

Audit of the Financial Statements
Since 2012, the financial statements have been audited by Ernst & Young Audit, s.ro. The financial statements of Ceskd pojistovna were
audited on 13 March 2017, and the consolidated financial statements of Ceska pojistovna were audited on 25 April 2017.

Registration number: 267 04 153

Registered office: Na Florenci 2116/15, Nové Mésto, 110 00 Praha 1
Statutory audit licence number: 401

Auditor-in-charge: Lenka Bizova

Authorisation number: 2331
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Organisation and Contact Details

Basic Organisation Chart of Ceska poji$tovna as at the Date of the Annual Report

General Meeting

Supervisory | Audit
Board Committee
Board
of Directors
CEO’s Organisational Operations Underwritin Retail Corporate
Units and Finance g Sales Sales
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Directory of Selected Companies
in the Ceska pojistovna Group

Ceska pojistovna ZDRAVI a.s.

Address: Na Pankraci 1720/123, 140 00 Praha 4
Info line: +420 841111132

Telephone: +420 267 222 515

Fax: +420 267 222 936

E-mail: info@zdravi.cz

Website: www.zdravi.cz

Penzijni spole¢nost Ceské pojistovny, a.s.

Address: Na Pankraci 1720/123, 140 21 Praha 4
Info line: +420 840 111 280

Telephone: +420 221109 1M

E-mail: pfcp@pfcp.cz

Website: www.pfcp.cz

Generali Real Estate Fund CEE a.s., investi¢ni spole¢nost
Address: Na Pankraci 1658/121, 140 21 Praha 4

FINHAUS a.s.
Address: Na Pankraci 1720/123, 140 21 Praha 4

Europ Assistance s.r.o.
Address: Na Pankraci 1658/121, 140 21 Praha 4

Acredité s.r.o.
Address: Na Pankraci 1658/121, 140 21 Praha 4

GCP Foundation
Address: Na Pankraci 1658/121, 140 21 Praha 4
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Directory of Ceska pojistovna
Head Office and Regions

Head Office:

Ceska pojistovna a.s.
Registered office:
Head office:

CP Customer Services:

CP Asistent, roadside

Spalena 75/16, 113 04 Praha 1
Na Pankraci 123, 140 21 Praha 4
241 N4 N4

assistance service: +420 224 557 004
Telephone: +420 224 550 444
E-mail: klient@cpoj.cz
Website: www.ceskapojistovna.cz

Regions:

South Bohemia
Address: Prazska 1280,

370 04 Ceské Budgjovice 3
Tel.: +420 387 841 424

South Moravia

Address: Moravské nam. 144/8,
601 24 Brno

Tel.: +420 542 599 132

Hradec Kralové

Address: Nam. 28. ffjna 20/2,
500 02 Hradec Kralové

Tel.: +420 495 076 401

Liberec
Address: V. Klementa 1228,

293 42 Mlada Boleslav
Tel.: +420 326 741 013

Moravia-Silesia

Address: 28. fijna 2764/60,
702 65 Ostrava 1

Tel.: +420 596 271 654

Olomouc

Address: N&bt. Premyslovcti 867/8,
772 00 Olomouc

Tel.: +420 585 571 813

Pardubice

Address: Tf. Miru 2647,
530 02 Pardubice

Tel.: +420 466 677 298

Plzen

Address: Slovanska alej 2442/24,
326 00 Plzen

Tel.: +420 377 170 644

Prague |

Address: Na Pankraci 1720 PC/123,
140 23 Praha &

Tel.: +420 224 558 4711

Prague Il
Address: Dejvicka 52,

160 00 Praha 6
Tel.: +420 224 551 538

Central Bohemia

Address: Wagnerovo nam. 15471,
266 59 Beroun

Tel.: +420 311 741 115

Usti nad Labem

Address: 28. fijna 1515/5,
415 01 Teplice

Tel.: +420 417 543 101

Vysocina

Address: Masarykovo namésti 1102/37,
586 01 Jihlava

Tel.: +420 569 472 925

Zlin

Address: Masarykovo nam. 34,
686 01 Uherské Hradisté

Tel.: +420 57177313
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Supplemental Information
on the Financial Situation
and Information for Investors

Listed Security Issuer Information

Company name
Legal form
Registered office
Registration number
VAT number

Bank details

Account

Date of incorporation

Legal reference

Incorporated in the Commercial Register

Rating

Shareholder Structure

Ceska pojistovna a.s.

Public limited company (akciova spole¢nost)

Spalena 75/16, 113 04 Praha 1

452 72 956

CZ 4527 2956

UniCredit Bank Czech Republic, a.s.

100511/2700

1 May 1992

The Company is formed for an indefinite duration.

The Company was founded (pursuant to Section 11(3) of Act No 92/1991 on conditions
for the transfer of state property to other entities, as amended) by the National Property
Fund of the Czech Republic under a memorandum of association dated 28 April 1992,
and was incorporated by registration in the Commercial Register on 1 May 1992.
Municipal Court in Prague

Register entry: Section B, File 1464

Financial strength rating “A”

Credit rating “@”

A.M. Best Europe - Rating Services Limited (AMBERS),

Address: 6th Floor, 12 Arthur Street, London EC4R 9AB, United Kingdom

Registered in September 2011 to provide rating services according to applicable European
legislation on rating agencies

Since 2006, the Company’s sole shareholder has been CZI Holdings N.V. Ceska pojitovna’s ultimate controlling entity is Assicurazioni

Generali S.p.A.

Controlling entities wield control based on the weight of their votes alone. Information on mutual relations with Group companies is
presented in the notes to the financial statements and in the notes to the consolidated financial statements, as well as in the report on
related-party transactions, which are included in this Annual Report. Ceska pojitovna is not dependent on any other entity in the Group.

Securities Issued by Ceska pojistovna

Shares

As at 31 December 2016, the approved share capital consisted of 40,000 dematerialised, registered ordinary shares totalling

CZK 4,000 million.

Issue (ISIN)

Type of security

Type

Form

Nominal value

Number of shares issued
Total volume

Issue date

Admission to trading

on a regulated (public) market

CZ0009106043
ordinary

registered
dematerialised

CZK 100,000
40,000

CZK 4,000,000,000
15 November 2006

unlisted security (not tradable on public markets)
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Bonds
On 13 December 2012, as part of its bond programme, Ceska pojitovna issued 500,000,000 bonds with a total nominal value of CZK
500 million. The bonds bear interest at a fixed rate of 1.83% p.a.

Issue (ISIN) CZ0003703555
Type of security bond

Type bearer

Form dematerialised
Nominal value per bond CZK1

Number of securities 500,000,000
Total volume CZK 500,000,000
Issue date 13 December 2012
Redeemable 13 December 2017
Admission to trading

on the free market admitted to the Prague Stock Exchange

The lead manager of the bond issue is Raiffeisenbank a.s.

Principal Business according to the Current Articles of Association
and Types of Insurance Written

Ceska pojistovna is a composite insurer offering a wide range of life and non-life insurance classes.

Under Decision of the Ministry of Finance of the Czech Republic Ref. No 322/26694/2002, dated 11 April 2002, which entered into force
on 30 April 2002 and which grants the Company a licence to engage in insurance, reinsurance and related activities, under Decision
of the Ministry of Finance of the Czech Republic Ref. No 32/133245/2004-322, dated 10 January 2005, which entered into force on
14 January 2005 and which expands the Company’s licence to engage in insurance- and reinsurance-related activities, and under
Decision of the Czech National Bank Ref. No 2012/11101/570, amending the scope of licensed activities, the Company’s principal business
objects are as follows:
1. Insurance activities pursuant to Act No 277/2009 on insurance, comprising

- the life insurance classes referred to in Annex 1to the Insurance Act, Part A, I, Il Ill, VI, VIl and IX;

- the non-life insurance classes referred to in Annex 1to the Insurance Act, Part B, 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15,16, 17 and 18.
2. Reinsurance activities, comprising all types of reinsurance activities under the Insurance Act.
3. Insurance- and reinsurance-related activities

- intermediary services related to insurance and reinsurance activities under the Insurance Act;

- consultancy services related to the insurance of natural and legal persons under the Insurance Act;

- investigations into insurance claims pursuant to an agreement with an insurer under the Insurance Act;

- the exercise of rights and fulfilment of obligations for and on behalf of the Czech Insurers’ Bureau pursuant to Act No 168/1999, as

amended;

- the intermediation of financial services referred to in (a) to (j) below:

a) intermediation of the acceptance of deposits and other funds due from the public, including intermediation in building savings
schemes and supplementary pension insurance;

b) intermediation of loans of all types, including, without limitation, consumer loans, mortgage loans, factoring and the financing

of commercial transactions;

) intermediation of finance leases;

d) intermediation of all payments and money transfers, including credit and debit cards, travellers’ cheques and bank drafts;

e) intermediation of guarantees and commitments;

f) intermediation of customer trading on individual customer accounts on the stock exchange or other markets, for cash or
otherwise, concerning negotiable instruments and financial assets;

g) intermediation of the management of assets, such as cash or portfolio management, all forms of collective investment
management, pension fund management, escrow accounts and custodianships;

h) intermediation of payment and clearing services relating to financial assets, including securities, derivatives and other negotiable
instruments;

i) advisory-based intermediation and other ancillary financial services relating to all activities listed in (a) to (h), including
references to loans and analysis thereof, research and consultancy in the field of investments and portfolios, consultancy in the
field of acquisitions and restructuring, and corporate strategy;

j) intermediation of the provision and transmission of financial information, financial data processing, and relevant software from
providers of other financial services.

4. training activities for insurance intermediaries and independent loss adjusters.

The Company also engages in all activities related to its ownership interests in other legal entities.
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Shareholder Rights and Obligations

Holders of the Company’s ordinary shares are entitled to receive dividends approved in individual time periods, and are entitled to
exercise one vote per share held at General Meetings.

The rights and obligations of the Company’s shareholders are set forth in Act No 90/2012 on companies and cooperatives, as amended,
and Ceska pojistovna’s Articles of Association, which are available in the Collection of Instruments of the Commercial Register. These
rights include, most importantly:

- the right to a share in the Company’s earnings;

- the right to attend General Meetings, vote, demand explanations and raise motions and counter-motions at General Meetings;

- the pre-emptive right to subscribe for a part of new Company shares, in a subscription to increase the share capital, to the extent of
that shareholder’s stake in the Company’s share capital in cases where the shares are subscribed by means of contributions in cash.
Conditions applicable to changes in the share capital are set out in the Company’s Articles of Association;

- the right to share in the liquidation surplus remaining upon dissolution of the Company.

Capital gains and other income from shares are taxed in accordance with Czech legislation, i.e. Act No 586/1992 on income tax, as
amended. Profit-sharing is taxed at a special tax rate of 15%. Exceptions to this are possible under international double taxation treaties.
Articles of Association

Ceska pojistovna’s Articles of Association valid in 2016 were approved by the Company’s sole shareholder on 17 June 2014. In addition,
and the Company was subjected to Act No 90/2012 on companies and cooperatives (the Business Corporations Act) as a whole.

Those Articles of Association were subsequently revised on 30 October 2014, 10 June 2015 and 15 December 2016.

Fees Paid to the Audit Firm in 2016

The audit firm’s fees for audit services provided to the CP Group in 2016 totalled CZK 16.83 million.

(CZK million) For Ceska For other entities
pojistovna in the Ceska

pojistovna Group

Audit-related services 136 3.2

The audit firm provided no other services to Ceska pojistovna or Group companies.
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Solvency of Ceska pojistovna

Insurance is a regulated industry and the Company must meet the requirements of Act No 277/2009 on insurance and (as of 2016) EU
Regulation No 306/2016, including capital adequacy requirements. The Company calculates its solvency margin (i.e. the ratio between
the Company’s own resources and the solvency capital requirement to cover quantifiable risks) using an approved Group internal model
defined in accordance with the Solvency Il Regulation.

Preliminary calculations showed that, as at 31 December 2016, the Company met the regulatory solvency margin requirements. The final
solvency margin results will be available after the date of publication of this Annual Report and therefore will be not be released until

the Solvency and Financial Condition Report (SFCR) is published at the end of May 2017.

Developments in solvency indicators according to the previous regulation:

(CZK billions) 31.12. 2015 31.12. 2014 31.12.2013 31.12. 2012
Life insurance

Solvency margin requirement 22 25 27 29
Available solvency capital 44 135 135 133
Non-life insurance

Solvency margin requirement 19 22 22 22
Available solvency capital 74 6.7 6.5 6.5
Adjusted solvency capital requirement 17.6 15.6 15.2 14.6

Remuneration Principles

Remuneration Principles - Members of the Board of Directors and Supervisory Board
In general, the compensation model applied to the Company’s governing bodies and executives reflects the long-term strategy of
simplicity and transparency in the motivation and remuneration of all employees of Ceska pojistovna.

The terms of remuneration for members of the Board of Directors and the Supervisory Board are stipulated in a “Board Membership
Contract”. Certain other benefits beyond those laid down in this Contract are granted by the Company’s internal rules governing further
benefits of members of the Board of Directors. On 1 July 2014, there was a paradigm shift in that members of the Board of Directors
can no longer simultaneously be Company employees. Their only remuneration from the Company therefore stems from the Board
Membership Contract approved by the Company’s sole shareholder. The remuneration of members of the Board of Directors comprises
the following components:
- base monthly remuneration derived from an individual agreement between the member of the Board of Directors and the Company;
- variable remuneration components typically range from 50% to 100% of the total annual remuneration; specific conditions and
amounts are set individually in the Board Membership Contracts approved by the sole shareholder; conditions for the award of
a variable component stem from criteria established by the Company’s sole shareholder in cooperation with the Company’s
Supervisory Board; specific payments hinge on compliance with set targets and the fulfilment of the Company’s economic results.

Other benefits of members of the Board of Directors are regulated either directly in the Board Membership Contract (e.g. compensation
for non-use of Company cars) or by an internal Company regulation granting members of the Board of Directors generally the same
scope of benefits as Company employees.

Members of the Supervisory Board are entitled to regular fixed monthly remuneration derived from their Board Membership Contract
approved in advance by the sole shareholder (the General Meeting). The amount is paid monthly, by the 15th day of the calendar month

following the month in which the board member’s claim arose.

If a member of one of the Company’s bodies holds office only for part of the calendar month (e.g. in cases where he ceases to be
a member of a Company body), he is entitled to remuneration on a pro rata basis.

Members of governing bodies who are concurrently employees of the Company receive remuneration pursuant to principles stipulated
universally for the entire Company in the form of Pay Rules and the Social Programme, which is an integral part of the Collective Agreement.

In total, members of the Board of Directors drew healthcare contributions in an aggregate amount of CZK 146,000; members of the
Supervisory Board did not draw on these contributions.

Three members of the Board of Directors and no members of the Supervisory Board used an executive car.
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Remuneration Principles for Other Employees

Base Pay

Employees’ base pay is governed by the Pay Rules and rules defined by the Collective Agreement. The specific base pay amount for
executive positions is stipulated individually in each executive’s contract, or by a pay assessment, and is in line with standard practice
in the Czech market.

Bonus and Other Variable Pay Components

Variable remuneration at CP follows the guidelines on remuneration for individual departments. The rules in those guidelines are
updated regularly. Employees who have not been set a variable component of remuneration may be granted a special bonus under the
Collective Agreement.

All employees are set targets in financial, business/functional and development areas.

Where employees have a bonus component incorporated into their pay, rules for the granting of the bonus are approved by the
Company management in the directive entitled “Pay Regulation for the Payment of Bonuses to CP Employees”. The bonus base for
employees depends on the importance of their job and its impact on the Company’s earnings (the base wage multiple varies from
three to twelve).

The process of the final evaluation of targets and the subsequent payment of bonuses takes place in accordance with the process
described in the above directive at the end of the year. An employee’s specific bonus amount is subject to approval by the member of
the Board of Directors responsible for the area concerned. The payment of senior employees’ bonuses is conditional on the resulting
performance of selected economic indicators.

Other Benefits
All Company employees, including executives, are entitled to a CZK 333 per month life insurance contribution under the Social
Programme, as provided for in the Collective Agreement. At the same time, they have the option to receive a pension plan contribution

of CZK 300-1,500 per month, according to rules stipulated in the Collective Agreement. Employees may also take part in health-focused
activities under the WE FIT programme, including vaccinations, health days, medical examinations, training and sports events.

Persons with Executive Authority

In 2016, the Company recorded no loans or guarantees extended to members of the Board of Directors or the Supervisory Board.

No member of the Company’s Board of Directors or Supervisory Board is in a conflict of interest due to membership of another
company’s governing bodies.

In 2016, the following changes were made to the Company’s bodies:
Board of Directors:
- Pavol Pitordk was appointed as a member of the Board of Directors on 20 January 2016

- Marie Kovérova ceased to be a member of the Board of Directors on 31 August 2016

There were no changes in the Supervisory Board in 2016.
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Principal activities of members of the Board of Directors and Supervisory Board in other companies, to the extent they are material for
the Company, in 2016:

Luciano Cirina

- member of the governing body of Generali CEE Holding B.V., Netherlands;

- head of the organisational unit Generali CEE Holding B.V,, organizacni slozka, having its registered office in Prague;

- chairman of the supervisory board of Generali Bulgaria Holding EAD, Bulgaria;

- chairman of the supervisory board of Generali Insurance AD and Generali Life Insurance AD, Bulgaria;

— chairman of the supervisory board of Generali Towarzystwo Ubezpieczer S.A. and Generali Zycie Towarzystwo Ubezpieczen S.A,, Poland;

- chairman of the supervisory board of Generali Poistovna, a.s., Slovakia;

- member of the supervisory board of Generali Biztosité Zrt., Hungary;

- member of the supervisory board of SC GENERALI ROMANIA ASIGURARE REASIGURARE SA, Romania;

- chairman of the supervisory board of Generali Pojistovna;

- member of the supervisory board of Europ Assistance a.s. (ended in March 2016);

- head of the organisational unit Generali Shared Services Czech Branch, organizacni slozka (formerly Generali Infrastructure Services
Czech Branch, organizaéni slozka), having its registered office in Prague;

- member of the management board of the Czech Insurers’ Bureau.

Marek Jankovic¢
- member of the management board of the Czech Insurers’ Bureau;
- vice-president of the Czech Insurance Association.

Petr Bohumsky

- member of the governing body of CP ASISTENCE s.r.o. (company was wound up as at 1 January 2016);
- vice-chairman of the board of directors of Generali Pojistovna a.s;

- member of the supervisory board of FINHAUS a.s. (formerly Generali Services CEE a.s.);

- member of the supervisory board of Ceska pojistovna ZDRAV/ a.s;

— member of the supervisory board of Penzijni spole¢nost Ceské pojistovny, a.s,;

- member of the supervisory board of Nadace GCP (GCP Foundation);

- member of the supervisory board of Europ Assistance a.s;

- managing director of CP Distribuce s.r.o. (from 1 December 2016).

Martin Sturzlbaum
- member of the governing body of Generali Belgium S.A.

Gianluca Colocci

- member of the supervisory board of Generali Pojistovna a.s;

- vice-chairman of the supervisory board of Generali Towarzystwo Ubezpieczer S.A. and Generali Zycie Towarzystwo Ubezpieczen S.A,
Poland;

- member of the supervisory board of Generali Powszechne Towarzystwo Emerytalne S.A., Poland;

- chairman of the supervisory board of Generali Finance Sp. Z 0.0, Poland.

Gregor Pilgram

- member of the governing body of Generali CEE Holding B.V., Netherlands;

- member of the supervisory board of Generali Investments CEE, investi¢ni spole¢nost, a.s. (formerly CP INVEST investi¢ni spole¢nost a.s.);
- member of the supervisory board of Generali Investments CEE a.s. (the company was wound up as at 1 January 2016);

- chairman of the supervisory board of Generali Poistovna, a.s., Slovakia;

- member of the supervisory board of Generali Towarzystwo Ubezpieczerr S.A. and Generali Zycie Towarzystwo Ubezpieczen S.A., Poland;
- member of the supervisory board of Generali Biztositd Zrt. and Genertel Biztositd Zrt.,, Hungary;

- member of the board of directors of Akcionarsko drustvo za osiguranje GENERALI OSIGURANJE SRBIJA, Serbia;

- managing director of Akcionarsko drustvo za osiguranje GENERALI OSIGURANJE MONTENEGRO Podgorica, Montenegro;

- member of the supervisory board of Generali osiguranje dionicko drustvo, Croatia;

- member of the supervisory board of Generali Zavarovalnica d.d. Ljubljana, Slovenia;

- member of the supervisory board of Generali Pojistovna a.s.
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Tomas Vysoudil

- member of the board of directors of Ceska pojittovna ZDRAVI a.s,;

— member of the supervisory board of Penzijni spole¢nost Ceské pojistovny, a.s,;

- member of the supervisory board of Nadace GCP;

- managing director of CP Distribuce s.r.o. (formerly Generali Development s.r.0.);

- chairman of the board of directors of FINHAUS a.s. (appointed chairman on 7 April 2016, appointed a member of the board of
directors on 6 April 2016).

Karel Blaha
- member of the board of directors of Generali Pojistovna a.s;
- managing director of Direct Care s.ro.

Pavol Pitornak

- member of the supervisory board of Europ Assistance a.s. (appointed on 1 April 2016);

- chairman of the supervisory board of FINHAUS a.s. (appointed chairman on 7 April 2016, appointed a member of the board of
directors on 6 April 2016).

No member of the Board of Directors or Supervisory Board has been convicted of any fraud-related crime.

Cash Income of Persons with Executive Authority in 2016

(CZK thousands) Cash income Cash income from In-kind income In-kind income from
from the Company entities controlled from the Company entities controlled
by the Company by the Company
Board of Directors
Total: 108,878 - (255) -
of which: - from board membership 108,270 - (255) -
- from employment 608 - - -
Supervisory Board
Total: - - - -

of which: - from board membership - - - _

- from employment - - - -

The Company’s management comprises only the members of the Board of Directors.
Cash income is defined as the sum of all cash income received by the board member for the 2016 accounting period (in particular, board

membership remuneration, executive pay, wages, bonuses, income under other contracts and collective endowment life insurance on
death or survival).

Cash income received by members of the Company’s governing bodies directly from the Company totalled CZK 109 million. This includes
income both from acting as members of the governing body and from acting as Company executives.

In-kind income is defined as the sum of the values of all non-cash (in-kind) income items that the board member received (in particular
executive cars, managerial healthcare programme, and benefits under the Collective Agreement).
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Entities in which Ceska poji$tovna Holds a Participating Interest Exceeding 10%
of its Own Net Current Period Earnings

As at 31 December 2016, on the basis of figures available to Ceska pojistovna as at the compilation date of this Annual Report:

Name Registered office Registration Principal Share Stakein  Acquisition

number business capital share cost

(CZK millions) capital(CZK millions)

Green Point Lamadska cesta 3/A, 36756512 Letting of real estate, provision 1 100.00% 835
Offices a.s. (formerly 841 04 Bratislava of property management services

Apollo Business
Center IV ass.)

Generali Real Estate Na Pankraci 1658/121, 24736694 Collective investment 364 60.16% 3,312
Fund CEE ass,, 140 21 Praha 4 - Nusle
Investi¢ni fond
CP Strategic Diemerhof 42, 1112 XN Diemen, 34124690 Acquisition, management, holding 6 100.00% 317
Investments N.V. Amsterdam, the Netherlands and financing of controlling interests
in insurance

Generali SAF de Pensii  Piata Charles de Gaulle no. 15, J40/13188/2007  Administration of voluntary 310 99.99% 1,077
Private S.A. 6th floor, Sector 1, and mandatory pension

011857 Bucharest, Romania insurance funds
PALAC KRIZIK AS. Radlickd 608/2,150 23 Praha 5 26864614 Letting of real estate, residential 2 50.00% 527

and non-residential premises,

with the provision of no services
other than basic services associated
with the letting. Manufacture, trade
and services not specified in Annexes 1
to 3 to the Trading Act.

Standalone Report on Company Management

I. Internal Process of Control over Compilation of the Financial Statements
The information set forth below concerns internal control principles and procedures and rules governing the Company’s and the Group’s
approach to risks to which the Company and the Ceska pojitovna Group are exposed in relation to the financial reporting process.

Ceska pojistovna has implemented an internal control and management system that minimises the risk of incorrect reporting, which
relates to the ability of the internal information system to provide timely and accurate information for purposes of internal decision-
making and for the purposes of external reporting.

The basic elements of this system are as follows:

1. delegation of authority and responsibility

2. internal policies defining terms and procedures for the processing of information
3. internal procedures defining checks to verify the accuracy of information

4. IT governance system

5. accounting manual defining unified information content

6. internal audit competence

7. external audit of the financial statements by a reputable audit firm

At Group level, responsibility for implementing a commensurate system of internal controls is delegated to individual Group companies.
Thus, each company is directly responsible for managing this risk.

A unified accounting manual is used by all Group companies to compile the consolidated financial statements. All material Group
companies are audited by the same audit firm as Ceskd pojitovna.

Ceska pojistovna systematically works to improve its internal control system in the field of financial reporting; this process has
accelerated since the Company and its subsidiaries became part of the Generali Group.
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Il. Compliance with the Code of Corporate Governance
While no code of corporate governance is legally binding on Ceska pojistovna a.s., it voluntarily complies with the Czech Insurance
Association’s Code of Ethics in Insurance and the Generali Group Code of Conduct.

Compliance with the Generali Group Code of Conduct and the Czech Insurance Association’s Code of Ethics in Insurance is ensured by
the Company’s internal regulations, work directives and the checking processes that have been set up.

In the Generali Group Code of Conduct, a central interest holding the key to the Group’s strategic vision is customer centricity, aimed

at consolidating and increasing the successes achieved over a particular period of time. Contractual relations with customers and all
relevant communications are governed by principles of correctness, conscientiousness, professionalism, transparency and cooperation
in order to find the best solution to satisfy customers’ requirements. The Group attaches paramount importance to maximum customer
satisfaction, which it pursues by providing products and services that are subject to high-quality standards and by constantly adapting
those products and services to new needs and requirements. Internal processes and computer technologies are instrumental in the
attainment of those objectives in tandem with the continuous monitoring of customer satisfaction.

If there is any infringement of the principles laid down by this Code, the Group, where it deems necessary to protect corporate interests,
takes appropriate disciplinary action against persons liable for that infringement. Each breach of the Code is analysed and the Company
then adopts suitable measures.

The above ethical rules relating to the protection of customer interests permeate all CP internal regulations. For example, the work
directive governing the cooperation of distribution channels and portfolio management roles precludes any activity that would have any
adverse effect on customers in the handling of their requirements, brought about by any reprocessing or twisting, or in the event of
technical changes between various traders or managers and distribution channels within CP.

Key points of the Generali Group Code of Conduct are:

- The protection of property and commercial data

- The ban on bribing and corruption

- Financial information

- The ban on money laundering and terrorist financing, and international sanctions

The Generali Group Code of Conduct can be viewed at www.ceskapojistovna.cz/eticky-kodex.

To ensure compliance with the Czech Insurance Association’s Code of Ethics in Insurance, Ceska pojistovna ensures and advocates that
its employees and insurance intermediaries are governed in particular by ethical and legal rules set out in Articles Il and IV of the Code
of Ethics, which establish principles for the proper and diligent representation of the Company and the insurance industry at large, the
elimination of conflicts of interests and abuses of office, compliance with the law, good morals, general principles of polite behaviour,
confidentiality (even after they cease to work for the Company) and self-education. In relation to customers, it is particularly incumbent
on employees and insurance intermediaries to maintain a polite, correct and fair approach with a stress on protecting consumer
interests. Entering into insurance with customers who indicate speculative intent is forbidden.

The Czech Insurance Association’s Code of Ethics in Insurance can be viewed at www.cap.cz/o-nas/kodex-etiky.
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lll. Description of the Principles and Functioning of Company Bodies

Board of Directors of Ceska pojistovna

The Board of Directors is the governing body responsible for managing the Company’s activities and acting in the Company’s name.
The Board of Directors takes decisions on all Company matters that are not reserved by law or the Articles of Association for the
General Meeting or the Supervisory Board. Its authority ensues from Czech legislation and the Company’s Articles of Association.

The Board of Directors has at least three and no more than nine members. Members of the Board of Directors serve for five-year
terms. From among its members, the Board of Directors elects and removes from office one Chairman and one Vice-Chairman.

The composition of the Board of Directors as at the date the Annual Report was published is set forth on page 17 of this Annual Report.

Meetings of the Board of Directors are convened by the Chairman of the Board of Directors by an invitation specifying the place, date,
time and agenda. The invitation must be delivered to members at least three days before the meeting. A meeting may be convened
orally, by telephone or by means of other communication equipment, subject to the approval of all members of the Board of Directors.
The Board of Directors has a quorum if an absolute majority of members is present at a meeting.

Each member of the Board of Directors has one vote. The Board of Directors takes decisions by a majority vote of those members present.

The Board of Directors may take decisions outside of its meetings in writing or by technical means, subject to the approval of all
members of the Board of Directors. In this case, the draft decision is submitted to all members of the Board of Directors for comments,
with a specification of the deadline by which each member is to respond. A member who does not respond by the deadline is
considered to oppose the draft. A decision taken outside of a meeting must be recorded in the minutes of the next ordinary meeting of
the Board of Directors, accompanied by an account of the vote.

A member of the Board of Directors holds such office in person; however, this does not prevent a situation where a member authorises
another member of the same body to vote on his behalf in his absence in any individual case.

Minutes must be taken of meetings of the Board of Directors and of the decisions adopted. The Chairman of the Board of Directors
ensures that minutes are drawn up within 30 days of the end of the corresponding meeting.

In accordance with Section 156 of the Civil Code, the competence of the individual members of the Board of Directors is broken down,
by a decision of the Board of Directors, into designated fields. A member of the Board of Directors has the authority to take decisions
on behalf of the Board within the scope of the field assigned to him. In negotiations within the bounds of his defined field, he may also
use the designation of his position in addition to a designation of his membership of the Board of Directors in internal relations.
However, in external relations, he only presents himself as a member of the Board of Directors.

The breakdown of the competence of individual members of the Board of Directors into different fields does not absolve other
members of the obligation to oversee how the affairs of the legal entity are being managed, nor does it absolve them of the obligation
to legally act and sign on behalf of the Company in the manner laid down in the Articles of Association as reflected in the entry in the
Commercial Register.

Breakdown into fields:

- Finance & operations management - placed in the competence of the member of the Board of Directors, within the scope of the
defined field, who is entitled to use the title of Chief Financial Officer.

- Underwriting - placed in the competence of the member of the Board of Directors, within the scope of the defined field, who is
entitled to use the title of Chief Insurance Officer.

- Retail sales management - placed in the competence of the member of the Board of Directors, within the scope of the defined field,
who is entitled to use the title of Chief Sales Officer.

- Corporate sales management - placed in the competence of the member of the Board of Directors, within the scope of the defined
field, who is entitled to use the title of Chief Corporate Business Officer.

- Organisational units of the Chief Executive Officer - placed in the competence of the member of the Board of Directors, within the
scope of the defined field, who is entitled to use the title of Chief Executive Officer.

The content of the designated fields is defined by the tasks of employees in the direct line of management of the executive assigned,
within the Company’s organisational chart, to the specific field of a member of the Board of Directors.
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Ceska pojitovna Supervisory Board

The Supervisory Board of Ceska pojistovna is the Company’s oversight body. It oversees the exercise of the responsibilities incumbent
upon the Board of Directors and the pursuit of the Company’s business activities. Its competence is derived from Czech legislation and
the Company’s Articles of Association. In particular, the Supervisory Board oversees the functionality and effectiveness of the
Company’s management and control system, as well as matters related to its strategic direction.

The Supervisory Board of Ceska poji$tovna has at least three and no more than five members. Members of the Supervisory Board are
appointed and removed by the Company’s General Meeting. Members of the Supervisory Board serve for terms of five years.

Meetings of the Supervisory Board are convened by the Chairman of the Supervisory Board by an invitation specifying the place, date,
time and agenda. The invitation must be delivered to members at least three days before the meeting. A meeting may be convened
orally, by telephone or by means of other communication equipment, subject to the approval of all members of the Supervisory Board.
The Supervisory Board has a quorum if a majority of members is present.

Each member of the Supervisory Board has one vote. The Supervisory Board takes decisions by a majority of those members present.

The Supervisory Board may take decisions outside of its meetings in writing or by technical means, subject to the approval of all
members of the Supervisory Board. In this case, the draft decision is submitted to all members of the Supervisory Board for comments,
with a specification of the deadline by which each member is to respond. A member who does not respond by the deadline is
considered to oppose the draft. A decision taken outside of a meeting must be recorded in the minutes of the next ordinary meeting of
the Supervisory Board, accompanied by an account of the vote.

Minutes must be taken of meetings of the Supervisory Board and of the decisions adopted. The Chairman of the Supervisory Board
ensures that minutes are drawn up within 30 days of the end of the corresponding meeting.

The Supervisory Board’s activities are governed by an activity plan, which the Supervisory Board approves for each half-year in advance.
Outside of the activity plan, the Supervisory Board may discuss such matters as may arise between its meetings, provided that the
nature of such matters so requires. Meetings of the Supervisory Board are held as needed, but not fewer than four times per year.

Individual checks, investigations, examinations, and inspections of Company materials, etc., are conducted by members of the
Supervisory Board either individually or in groups authorised by the Supervisory Board in a resolution adopted at a Supervisory Board
meeting or as separately authorised by the Chairman outside of a Supervisory Board meeting. Afterwards, at the immediately following
Supervisory Board meeting, the Supervisory Board is informed of the activities conducted by individual members or groups authorised
by the Supervisory Board and of the results thereof. If any serious findings or circumstances arise from the checks, the Chairman of the
Supervisory Board is informed of such on an on-going basis, even between Supervisory Board meetings.

The composition of the Supervisory Board as at the date the Annual Report was published is set forth on page 19 of this Annual Report.

Management Committee

The Management Committee discusses significant matters in the operational management of the Company. The Management
Committee may, on the instructions of the Board of Directors, coordinate the activities of the Company and the companies it manages
in the Czech Republic in accordance with the Generali Group’s holding policy.

The rules on the convening and meetings of the Board of Directors apply mutatis mutandis to the convening and meetings of the
Management Committee. Other persons designated by the Chairman of the Board of Directors may be invited to Management
Committee meetings.
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CP Audit Committee

The Ceskd pojistovna Audit Committee is a Company body that, in particular, monitors the procedure applied in the preparation of
financial statements, the effectiveness of the Company’s internal control, the risk management and internal audit system, and the
process behind the statutory auditing of the financial statements and, where appropriate, consolidated financial statements, assesses
the independence of the statutory auditor and audit firm, and the provision of non-audit services to the auditee, and recommends an
auditor to the supervisory body.

The Audit Committee consists of three members appointed by the General Meeting based on their expertise and qualifications for
carrying out their audit-related responsibilities. Two Audit Committee members are independent and have at least three years’
experience of accounting or statutory auditing.

The competence of the Audit Committee ensues from Czech laws, in particular Act No 93/2009 on auditors, as amended, and the
internal regulations of Ceskd pojistovna. The Committee reports to the Company’s General Meeting and, in certain areas, also operates
as an advisory body to the Board of Directors. Its decisions constitute recommendations to the Board of Directors, which bears final
responsibility for the Company’s system of internal controls, the proper conducting of internal controls, and the risk management
system. The Audit Committee also keeps the Supervisory Board informed of the results of its activities.

The Audit Committee meets at least twice per year, and the Chairman of the CP Board of Directors, the CP Chief Executive Officer, the
CP Internal Audit Director, and, where appropriate, the external auditor have standing invitations to attend the meetings as guests. In
addition, line managers and other Company employees may be invited to Audit Committee meetings as necessary to provide the
Committee with information. Their participation, however, is limited only to the relevant item(s) on the agenda.

The composition of the Audit Commitee as at the date the Annual Report was published is set forth on page 19 of this Annual Report.

General Meeting

The following matters are in the competence of the General Meeting:

- decisions on amendments to the Articles of Association, except where an amendment is made as a result of an increase in the share
capital by the authorised Board of Directors or where an amendment is made pursuant to other legal circumstances;

- the issuance of instructions to the Board of Directors and the approval of principles relating to the activities of the Board of Directors,
if not in conflict with legislation;

- decisions on the leasing of a Company plant or any part thereof;

- discussions on the report on the Company’s business activities and assets;

- decisions on an amendment to the amount of share capital and on the authorisation of the Board of Directors to increase the share
capital;

- decisions on the possibility of setting off a financial receivable from the Company against a receivable in respect of the payment of
the issue price;

- decisions on the issue of convertible or preference bonds;

- the election and removal of members of the Board of Directors or the statutory director;

- the election and removal of members of the Supervisory Board or management board and other bodies appointed by the Articles of
Association, except for members of the Supervisory Board not elected by the General Meeting;

- approval of the ordinary, extraordinary, consolidated and, where other legislation so provides, interim financial statements;

- decisions on the distribution of profit or other own resources or on loss coverage;

- decisions on applications for the admission of the Company’s participating securities to trading on a European regulated market or on
their removal from trading on a European regulated market;

- decisions on the dissolution of the Company with liquidation of assets;

- approval of the proposal for the distribution of the liquidation surplus;

- approval of the transfer or mortgaging of a plant or part thereof entailing a significant change in the existing structure of the plant or
a significant change in the objects of business or activity of the Company;

- decisions to accept the effects of actions taken on behalf of the Company prior to the incorporation thereof;

- the approval of a silent partnership agreement, including approval of amendments thereto or the cancellation thereof;

- other decisions included in the competence of the General Meeting by the Business Corporations Act or the Articles of Association.

The Company’s Annual General Meeting is held at least once per year, no later than six months from the last day of the previous
accounting period. The Board of Directors is entitled to convene an Extraordinary General Meeting at any time. The Supervisory Board
convenes the General Meeting whenever it is in the Company’s interests to do so.
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The General Meeting has a quorum if shareholders are present, the aggregate nominal value of whose shares is at least fifty per cent
(50%) of the Company’s share capital.

After verifying the quorum, the General Meeting elects its chairman, clerk, two verifiers of the minutes, and persons authorised to count
votes. The persons elected by the General Meeting to these offices may or may not be shareholders. Until the chairman is elected, the
General Meeting is chaired by a member of the Board of Directors authorised to do so by the Board of Directors. If the General Meeting
has been convened by the Supervisory Board, until election of the chairman it is chaired by a person authorised to do so by the
Supervisory Board. If the General Meeting has been convened on the basis of a court order and the court has not designated a General
Meeting chairman, it may be chaired by any shareholder until such time as the General Meeting elects a chairman.

Should a shareholder at the General Meeting make a motion in a matter that is to be discussed in the agenda set for the General
Meeting in question (an “original motion”), an entirely new motion of the shareholder’s own (a “new motion”) or a motion revising

or otherwise amending an original motion (a “counter-motion”), then he is required - in the case of counter-motions to motions the
content of which is set forth in the invitation to the General Meeting or in the General Meeting announcement, or in the event that

a notarial record must be made of the General Meeting’s decision - to deliver his motion or counter-motion in writing to the Company
at least five working days prior to the date of the General Meeting. This rule does not apply to motions for election of specific persons
to Company bodies.

The Board of Directors is required to publish its counter-motion along with its opinion, if possible, at least three days prior to the date
announced for the General Meeting.

Should a shareholder wish to make a new motion or counter-motion during the General Meeting, he must submit it to the General
Meeting chairman.

The chairman of the General Meeting:

1. examines new motions and counter-motions submitted (shareholder counter-motions submitted to the Company prior to the General
Meeting are also deemed to be new motions and counter-motions) without unnecessary delay;

2. acquaints the General Meeting with their contents;

3. notifies the General Meeting of the General Meeting agenda item under which a vote will be taken on the new motion or counter-
motion submitted, or that the new motion or counter-motion submitted has been rejected because it does not relate to any item on
the General Meeting agenda and for this reason no vote can be held on it, unless all shareholders are present and all shareholders
agree with the decision on the submitted new motion or counter-motion;

4. enables shareholders and members of the Company’s Board of Directors and Supervisory Board to acquaint themselves with such
new motion or counter-motion and express opinions thereon prior to a vote;

5. holds a vote on the motion, provided the new motion or counter-motion was not rejected on the grounds that it does not relate to
any item on the General Meeting agenda - in all cases, the General Meeting votes in the following order:

a) first on the original motion;

b) if the original motion is not passed, then on counter-motions, if any, in the order in which said counter-motions were submitted to
the General Meeting chairman, and then on the original motion as a whole, as amended by the approved counter-motions;

¢) if the original motion is not passed even after being amended by approved counter-motions, then and only then on any new
motions (in the order in which they were submitted to the General Meeting chairman).

Voting at the General Meeting takes place by ballot.
If the General Meeting does not have a quorum within one (1) hour of the time set forth in the invitation as the beginning of the
General Meeting, the convener convenes a compensatory General Meeting under the conditions and in the manner set forth in the

Business Corporations Act.

Ceska pojistovna currently has a sole shareholder, who wields the authority of the General Meeting in accordance with the Business
Corporations Act and the relevant procedures above.
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Independent Auditor’s Report
EY

Building a better
working world

To the Shareholder of Ceska pojistovna a.s.:

Opinion

We have audited the accompanying consolidated financial statements of Ceska pojistovna a.s. and its subsidiaries (hereinafter also the
“Group”) prepared in accordance with International Financial Reporting Standards as adopted by the European Union (EU-IFRS), which
comprise the consolidated statement of financial position as at 31 December 2016, and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies and other
explanatory information. For details of the Group, see Note Al to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2016, and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance EU-IFRS.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Auditing Standards of the Chamber of Auditors of the Czech
Republic, which are International Standards on Auditing (ISAs), as amended by the related application clauses. Our responsibilities under
this law and regulation are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the Act on Auditors and the Code of Ethics adopted by the
Chamber of Auditors of the Czech Republic and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor‘s responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly, our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

A member firm of Ernst & Young Global Limited

Ernst & Young Audit, s.ro. with its registered office at Na Florenci 2116/15, 110 00 Prague 1 - Nove Mesto,
has been incorporated in the Commercial Register administered by the Municipal Court in Prague,
Section C, entry no. 88504, under Identification No. 26704153.
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Fair value of Level 2 and Level 3 financial instruments

The Group's investment portfolio, including derivatives, disclosed in Note F.3 to the consolidated financial statements, represents

a major part of the Group's total assets. These investments are either valued at fair value in accordance with IAS 39 or such fair value is
disclosed in the Notes to the consolidated financial statements. A significant part of the investment portfolio consists of illiquid or
non-quoted instruments, classified under EU-IFRS as Level 2 and Level 3. Fair values of these instruments are based on valuation
models that use inputs and assumptions other than quoted prices included within Level 1 that are either observable or unobservable
(as described in Note C1.30.7 Fair value measurement). The determination of the fair value of these investments involves higher degree
of management judgment and estimate applied in the valuation models and due to this fact this area requires significant audit effort
and was assessed as a key matter for our audit.

Our audit procedures considered both the positions that are presented at fair value in the consolidated statement of financial position
and those positions carried at amortized cost in the consolidated statement of financial position but for which the fair value is required
to be disclosed.

We assessed the management of and process over the valuation of Level 2 and Level 3 financial instruments. We tested design and
operating effectiveness of the Group’s internal controls over the valuation process. With the assistance of our valuation specialists

we evaluated the models, inputs and assumptions used by the Group in determining fair values. We compared the observable market
inputs into valuation models, such as quoted prices, to externally available market data to assess whether appropriate inputs were
used in the valuation. In case of non-observable inputs we performed an expert assessment of their reasonableness. For a sample

of instruments, we compared the fair values derived from our internal valuation model to the fair values determined by the Group. We
also considered the adequacy of the Group’s disclosures about the valuation basis, methodologies and inputs used in the fair value
measurement in accordance with EU-IFRS.

Estimates used in calculation of insurance liabilities and Liability Adequacy Test

The Group’s insurance contract liabilities, disclosed in Note F11in the consolidated financial statements represent a significant part of
the Group’s total liabilities. Insurance contract liabilities are valued in accordance with IFRS 4. Consistent with the insurance industry, the
Group uses actuarial models to support the valuation of the insurance contract liabilities. The complexity of the models may give rise to
errors as a result of inadequate/incomplete data or design or application of the models. Economic and actuarial assumptions, such as
investment return, costs, interest rates, mortality, morbidity, claims settlement expectations and patterns and customer behavior

(as disclosed in Note E.7 in the consolidated financial statements) are key inputs used to estimate these long-term liabilities.

This area involves significant management estimate and judgement over uncertain future outcomes, including primarily the timing and
ultimate full settlement of long term policyholder liabilities, which requires involvement of our internal actuarial specialists and
significant audit effort. As a consequence we considered it a key audit matter for our audit.

We used our internal actuarial specialists to assist us in performing our audit procedures. Our audit focused on the models considered
more complex and/or requiring significant judgement in the setting of assumptions such as mortality, morbidity and claims development.

We assessed the design and tested the operating effectiveness of internal controls over the actuarial process including governance and
approval process for setting of economic and actuarial assumptions.

We also assessed the process over the Group's actuarial analyses including estimated versus actual results and experience studies.
For the assumption setting process, we assessed the experience analyses performed by the Group. Our assessments also included, as
necessary, review of specified economic and actuarial assumptions considering management's rationale for the actuarial judgments
applied along with comparison to applicable industry experiences.

We evaluated actuarial judgements used in the models, which may vary depending on the product and/or the specifications of the
product, and also the compliance of the models with the applicable accounting standards. Furthermore we performed audit procedures
to determine the models were calculating the insurance contracts liabilities accurately and completely.

We verified the validity of management's liability adequacy testing which is a key test performed to check that the liabilities are adequate
as compared to the expected future contractual obligations. Our work on the liability adequacy tests included review of the projected
cash flows and of the assumptions adopted in the context of both the Group and industry experience and specific product features.

Review of documentation for actuarial assumptions and expert judgment involved is an essential and integral part of our assessment.

We also assessed the adequacy of the disclosures regarding these liabilities in the consolidated financial statements to determine they
were in accordance with EU-IFRS.

A member firm of Ernst & Young Global Limited

Ernst & Young Audit, s.ro. with its registered office at Na Florenci 2116/15, 110 00 Prague 1 - Nove Mesto,
has been incorporated in the Commercial Register administered by the Municipal Court in Prague,
Section C, entry no. 88504, under Identification No. 26704153.
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First time implementation of Solvency |l

In 2016 the Group had to comply, for the first time, with the requirements of Solvency Il framework. In the Note E101 to the
consolidated financial statements, the Group disclosed compliance of it’s subsidiaries with regulatory capital requirement under the
Solvency Il framework. This statement is based on the preliminary calculation as the final solvency position according to the Solvency II
requirements will be available after the date of the consolidated financial statements and will be published as a part of the Solvency and
Financial Condition Report (SFCR) at the end of May 2017.

The Group uses Solvency Il internal model. Consistently with the Solvency Il framework, the Group uses specific valuation models and
assumptions to calculate Solvency Capital Requirement and Market Value Balance Sheet of it’s subsidiaries, in particular insurance
contract liabilities. With respect to the complexity of the models, significant judgment applied and the importance to meet the capital
requirement we considered this area as a key audit matter.

We verified that the local supervisor approved the use of internal model for Solvency Il purposes and this model was used by the Group.
We have performed, in cooperation with our actuarial specialists, additional procedures on Market Value Balance Sheets of Group’s
subsidiaries which included among others evaluation of key assumptions used. The procedures were designed to verify whether the
Solvency position meets the requirement as disclosed in the Note E.10.1 to the consolidated financial statements.

Other Information
Other information comprises information included in the consolidated annual report other than the consolidated financial statements
and our auditor’s report thereon. Management is responsible for the other information.

Our opinion on the consolidated financial statements does not cover the other information. In connection with our audit of the
consolidated financial statements, our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. In addition, we assess whether the other information has been prepared, in all material respects, in
accordance with applicable law or regulation, in particular, whether the other information complies with law or regulation in terms of
formal requirements and procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance
with these requirements could influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

- The other information describing the facts that are also presented in the consolidated financial statements is, in all material respects,
consistent with the consolidated financial statements; and

- The other information is prepared in compliance with applicable law or regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Group obtained in the audit, on whether
the other information contains any material misstatement. Based on the procedures we have performed on the other information
obtained, we have not identified any material misstatement.

Responsibilities of Board of Directors and Audit Committee of Ceska Pojistovna a.s. for the Consolidated Financial Statements
The Board of Directors of Ceska Pojidtovna a.s. (hereinafter also the “Board of Directors”) is responsible for the preparation and fair
presentation of the consolidated financial statements in accordance with EU-IFRS and for such internal control as the Board of
Directors determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
Board of Directors either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

The Audit Committee of Ceska Pojiétovna a.s. (hereinafter also the “Audit Committee”) is responsible for overseeing the Group’s
financial reporting process.

A member firm of Ernst & Young Global Limited

Ernst & Young Audit, s.ro. with its registered office at Na Florenci 2116/15, 110 00 Prague 1 - Nove Mesto,
has been incorporated in the Commercial Register administered by the Municipal Court in Prague,
Section C, entry no. 88504, under Identification No. 26704153.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with above regulations will always detect

a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with the above law or regulation, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by the Board of Directors.

- Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

- Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for the audit option.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with the Audit Committee all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in the audit of
the consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Ernst & Young Audit, s.ro.
License No. 401

Lenka Bizova
Auditor
License No. 2331

Tomas Némec
Partner

25 April 2017
Prague, Czech Republic

A member firm of Ernst & Young Global Limited

Ernst & Young Audit, s.ro. with its registered office at Na Florenci 2116/15, 110 00 Prague 1 - Nove Mesto,
has been incorporated in the Commercial Register administered by the Municipal Court in Prague,
Section C, entry no. 88504, under Identification No. 26704153.
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The financial statements have been prepared in Czech language and in English. In all matters of interpretation of information, views

or opinions, the Czech version of the financial statements takes precedence over the English version.
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Acronyms

Acronym

AFS Available for sale

AGG Property and CASCO aggregate X/L

ALM Asset-liability management

CASCO Casualty and Collision car insurance

CAT Catastrophic excess of loss reinsurance contract
Ccs Cross currency swap

CDO Credit default option

DS Credit default swap

ccu Cash-generating unit

D&O Directors and officers liability

DPF Discretionary participation features

EBS Economic balance sheet model

ECL Expected credit loss

FVH Fair value hierarchy

FVO Fair value option

FVOC Fair value through other comprehensive income
FVTPL Financial assets at fair value through profit or loss
IBNR Incurred but not reported

IFRIC Interpretation of International Financial Reporting Interpretations Committee
IRS Interest rate swap

LAT Liability adequacy test

MCEEV Market Consistent European Embedded Value
MTPL Motor Third Party Liability

MVaR Market Value at Risk

odl Other comprehensive income

PPE Property, plant and equipment

PVFP Present value of future profits

RBNS Reported but not settled

SAA Strategic asset allocation

UPR Unearned premium reserves

X/L Excess of Loss reinsurance
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Consolidated Statement of Financial Position

Amounts as at 31 December

(CZK million) Note 2016 2015
restated

Total assets 219,551 208,154
of which Total assets attributable to the Transformed fund D11 102,033 96,140
Intangible assets Fa 2,312 2,369
Goodwill F11 1,286 1,289
Other intangible assets F1.2 1,026 1,080
Tangible Assets F.2 194 224
Land and buildings (self used) F.21 135 142
Other tangible assets F22 59 82
Investments F.3 193,187 183,267
Investment properties F.31 10,214 8,381
Investments in associates F3.2 L4k 104
Loans and receivables F33 8,902 6,431
Available for sale financial assets F34 156,612 150,058
Financial assets at fair value through profit or loss F35 17,015 18,293
of which financial assets relating to unit-linked policies F35 7,926 7,798
Reinsurance assets F4 9,732 9,820
Receivables F.5 6,716 7,073
Receivables arising out of direct insurance operations 1,896 1,901
Receivables arising out of reinsurance operations 2,206 2191
Trade and other receivables 2,577 2,922
Current income tax receivables 37 59
Other assets F.6 1,716 1,258
Deferred acquisition costs F6.1 993 79
Deferred tax assets F.261 199 47
Other assets - other 524 417
Cash and cash equivalents F.7 5,694 4,143
Total Shareholder’s equity and liabilities 219,551 208,154
of which Total Shareholder’s equity and liabilities attributable to the Transformed fund D11 102,033 96,140
Shareholder’s equity F.9 38,386 34,636
Shareholder’s equity attributable to the Group 35,829 33,282
Share capital 4,000 4,000
Other reserves 31,829 29,282
Shareholder’s equity attributable to non-controlling interests 2,557 1,354
Other provisions F.10 557 634
Insurance liabilities F1 65,286 68,165
Financial liabilities Fa2 104,822 94,490
Financial liabilities through profit or loss 2,570 2,073
Other financial liabilities 102,252 92417
Payables Fa3 8,094 8,035
Payables arising out of direct insurance operations 2,079 2,138
Payables arising out of reinsurance operations 4,528 4428
Current income tax payables 60 86
Other payables 1427 1,383
Other liabilities Fl4 2,406 2,194
Deferred tax liabilities F.261 190 144
Other liabilities — other F14 2,216 2,050
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(CZK million) Note 2016 2015
restated
Total income 25,936 26,019
Net earned premiums revenue F15 18,181 18,697
Insurance premium revenue 28,098 28,652
Insurance premium ceded to reinsurers (9917) (9,955)
Fee and commission income and income from financial service activities F16 36 246
Net income/(losses) from financial instruments at fair value through profit or loss Fa7 317 (145)
of which net income from financial investments relating to unit-linked policies 357 85
Share of results of associates accounted for using the equity method 20 3
Net income related to associates and disposal of subsidiaries F18 5 686
Income from other financial instruments and investment properties F19 6,112 5,461
Interest income 3,555 3,717
Income - other 1,078 822
Realised gains 1,375 792
Unrealised gains 76 10
Reversal of impairment losses 28 120
Other income F.20 1,265 1,071
Total expenses (19,893) (19,717)
Net insurance benefits and claims F.21 (11,003) (10,881)
Gross insurance benefits and claims (15,293) (15,745)
Reinsurers' share 4,290 4,864
Fee and commission expenses and expenses from financial service activities F.22 (31 (129)
Expenses from other financial instruments and investment properties F.23 (1,756) (2,057)
Interest expense (920) (1,205)
Expense - other (163) (173)
Realised losses (297) (235)
Unrealised losses 37 42)
Impairment losses (339) (402)
Acquisition and administration costs F.24 (4,920) (4,760)
Commission and other acquisition costs (2,849) (2,687)
Investment management expenses (170) (226)
Other administration costs (1,9071) (1,847)
Other expenses F.25 (2,183) (1,890)
EARNINGS BEFORE TAXES 6,043 6,302
Income taxes F.26 (787) (867)
Loss from discontinued operations after tax - (1,187)
NET PROFIT OF THE YEAR 5,256 4,248
Result of the period attributable to the equity holders of the Parent Company 5140 4,207
of which Net profit of the year attributable to the Transformed fund D13 126 251
Result of the period attributable to non-controlling interests 16 41
Basic and Diluted earnings per share for net profit attributable to the equity holders of the Parent Company during the year:
(CZK thousand) 2016 2015
restated
- From continuing operations 129 134
- From discontinued operations - (30)
Total 129 104
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Consolidated Statement
of Comprehensive Income

For the year ended 31 December

(CZK million) Note 2016 2015
restated
Net profit of the year 5,256 4,248
Other comprehensive income items that may be recycled to profit or loss
Available for sale financial assets’ revaluation in equity F9 1,955 2,097
Available for sale financial assets’ revaluation in income statement F19, F23 (1,071) (571)
Available for sale impairment losses F.23 327 338
Currency translation differences 31 36)
Changes in cash flow hedge reserve 5 53
Other comprehensive expenses from discontinued operations - Q)
Total gains and losses recognised directly in equity 1,247 1,880
Tax on items taken directly to or transferred into equity (144) (269)
Tax on items taken directly to or transferred into equity - AFS F9 (143) (260)
Tax on items taken directly to or transferred into equity - CF hedge reserve F9 ©) ©)
Other comprehensive income, net of tax 1,103 1,611
Total comprehensive income 6,359 5,859
Attributable to:
- equity holders of the Parent Company 6,247 5,806
of which Total comprehensive income attributable to the Transformed fund D13 572 647
- non-controlling interests 12 53
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Balance as at beginning of reporting period 4,000 206 1,514 1,139 39 (78) 549 13,387 30,756 657 31,413
Net profit for the year - - - - - - 4207 4207 41 4248
Available for sale financial assets’
revaluation in equity - - 2,097 - - - 2,097 2,097
Available for sale financial asset’ revaluation
in income statement - - (57) - - - - - (57) - (57)
Available for sale impairment losses - - 338 - - - - - 338 - 338
Currency translation differences - - - - 36) - - - 36) - 36)
Changes in cash flow hedge reserve - - - - - 39 - - 39 14 53
Other comprehensive expenses
from discontinued operations - - 23) - 22 - - - ©) - [©)
Tax on items of other compehensive income - - (260) - - @ - - (267) 2 (269
Total comprehensive income (restated) - - 1,581 - (14) 32 - 4,207 5,806 53 5,859
Changes in ownership interests in subsidiaries
that do not result in a change in control Fo.2 - - - - - ®3) - (14) a7) 658 641
Allocation to reserve for share-based payments - - - - - - - 9 9 - 9
Dividends to shareholders Fo1 - - - - - - - (3272) (3272 (14) (3,286)
Change in equalisation reserve fund - - - - - - (512 512 - - -
Balance as at end of reporting period (restated) F.9 4,000 206 13,095 1,139 25  (49) 37 14,829 33,282 1,354 34,636

" The equalisation reserve was required under local insurance legislation and was classified as a separate part of equity within these accounts as it did not meet the
definition of a liability under IFRS. The change in the equalisation reserve is captured as a transfer between distributable retained earnings and the non-distributable
equalisation reserve fund in equity. The decrease in the equalization reserve in 2015 is connected to the calculation method prescribed by legislation. The last year

with a very significant amount of this premium was 2009.
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Balance as at beginning of reporting period 4,000 206 13,095 1,139 25  (49) 37 14,829 33,282 1,354 34,636
Net profit for the year - - - - - 5140 5140 116 5256
Available for sale financial assets’
revaluation in equity - - 1,955 - - - - 1,955 1,955
Available for sale financial assets’ realised
revaluation in income statement - - (1,071 - - - - - (1,071 - (1,07)
Available for sale impairment losses - - 327 - - - - - 327 - 327
Currency translation differences - - - - 37 - - - 37 6) 31
Changes in cash flow hedge reserve - - - - - 3 - - 3 2 5
Other comprehensive expense
from discontinued operations - - - - - - - - - - -
Tax on items of other compehensive income - - (43) - - ) - - (144) - (144)
Total comprehensive income - - 1,068 - 37 2 - 5140 6,247 12 6,359
Changes in ownership interests in subsidiaries
that do not result in a change in control Fo.2 - - - - - (5) - @7 32 17002 1,070
Changes in equalisation reserve fund1 - - - - - - 37 37 - - -
Allocation to reserve for share-based payments - - - - - - - 16 16 - 16
Dividends to shareholders Fo1 - - - - - - (3,684) (3,684) 1) (3,695)
Balance as at end of reporting period F.9 4,000 206 14,163 1,139 62 (52) - 16,311 35,829 2,557 38,386

" The equalisation reserve was required under local insurance legislation until 2015 and was classified as a separate part of equity within these accounts as it does not
meet the definition of a liability under IFRS. It was not available for distribution. The change in the equalisation reserve was captured as a transfer between
distributable retained earnings and the non-distributable equalisation reserve in equity. Since 2016, the equalisation reserve is not allowed under local insurance

legislation, and that is why it was released as at 31 December 2076.
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(CZK million) Note 2016 2015
Cash flow from operating activities
Earnings before taxes from continuing operations 6,043 6,302
Earnings before taxes from discontinued operations - (1,187)
Earnings before taxes including loss from discontinued operations 6,043 5,115
Adjustments for:
Depreciation and amortisation F.25 333 382
Amortisation of PVFP and impairment losses on goodwill and PVFP F.25 M 16
Impairment and reversal of impairment of current and non-current assets F19, F.23 3N 315
(Gains)/losses on disposal of PPE, intangible assets and investment property F.20 (©) [©)
(Gains)/losses from revaluation of financial securities, investment property
and financial liabilities at FVTPL F17,F19, F.23 (1,664) 32
(Gains)/losses on disposal of subsidiaries, associates and joint ventures F18 - (681)
Interest expense F.23 920 1,205
Interest income F19 (3,555) (3,795)
Dividend income F18, F19 (219) (215)
Net interest income from financial instruments at FVTPL F17 233 292
Income/(expenses) not involving movements of cash 576 (1,317)
Share-based payments reserve 16 9
Change in loans and receivables (2465) (401)
Change in receivables 196 2,068
Change in reinsurance assets F4 88 140
Change in other assets, prepayments and accrued income (305) 83
Change in payables 154 (2,530)
Change in financial liabilities for investment contract with DPF 4,736 6,872
Change in liabilities to banks 5185 -
Change in insurance liabilities (2459) (9104)
Change in other liabilities, accruals and deferred income 164 267
Change in other provisions F10 77 (191)
Interest received 2448 2,021
Dividends received F19 214 210
Purchase of financial assets at FVTPL (1,577) (1,664)
Purchase of financial assets available for sale (29,235) (27,745)
Proceeds from financial assets at FVTPL 3,362 6,911
Proceeds from financial assets available for sale 24,278 25443
Cash flows arising from taxes on income (935) (1,198)
Net cash flow from operating activities 6,774 2,539
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(CZK million) Note 2016 2015
Cash flow from investing activities

Purchase of tangible assets and intangible assets (333) (323)
Purchase of investment property (1,637) (949)
Net cash flow from acquisition of subsidiaries, associates and joint ventures, net of cash acquired B1 @ 45
Provided loans ©) -
Proceeds from disposal of tangible and intangible assets - 15
Proceeds from sale of investment property F.31 54 -
Proceeds from disposals and other proceeds from subsidiaries, associates and joint ventures,

net of cash disposed - 750
Net cash flow from investing activities (1,924) (462)
Cash flow from financing activities

Proceeds from capital increases by non-controlling interests 1,075 671
Repayment of capital to non-controlling interests (4) (44)
Drawing of loans - 898
Repayment of loans (604) (1170)
Interest paid 7 (67)
Dividend received F18 5 5
Dividends paid to shareholders Fo1 (3,684) (3,272)
Net cash flow from financing activities (3,293) (2,979)
Net increase (decrease) in cash and cash equivalents 1,557 (902)
Cash and cash equivalents as at beginning of reporting period F.7 4143 5,050
Effect of exchange rate changes on cash and cash equivalents (6) (5)
Cash and cash equivalents as at end of reporting period F.7 5,694 4,143
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Notes to the Consolidated Financial
Statements

A. General information

A.1. Description of the Group

Ceska pojistovna a.s. (*Ceska pojistovna” or “CP” or “the Parent Company” or the “Company”) is a composite insurer offering a wide
range of life and non-life insurance products and is domiciled in the Czech Republic. The Parent Company was incorporated on

1 May 1992 as a joint stock company and is the successor to the former state-owned insurance company Ceska statnf pojistovna.

In 2012, the Company established a branch in Poland. Economic data of the branch were, in accordance with the legislation of the Czech
Republic, an integral part of the financial statements of the Company. Following a decision to domesticate the Polish branch’s
operations, the insurance portfolio and all related business activities of the branch were sold to another GCEE entity operating in Poland
GENERALI TOWARZYSTWO UBEZPIECZEN S.A. The sale was completed as at 31 December 20715.

The consolidated financial statements of the Parent Company for the year ended 31 December 2016 (“the financial statements”)
comprise the Parent Company and its subsidiaries (together referred to as “the Group”).

See Section B of these financial statements for a listing of significant Group entities and changes to the Group in 2015 and 20716.

Structure of Shareholders

The Parent Company's sole shareholder is CZI Holdings N.V,, registered office Diemerhof 42, 1112XN, Diemen, the Netherlands; registered
on 6 December 2006, identification number 34245976.

CZI Holdings is an integral part of Generali CEE Holding B.V. (GCEE), a company owned by Assicurazioni Generali S.p.A. (‘Generali®),
which is the ultimate parent company of the Company. The financial statements of Generali Group are publicly available on
www.generali.com.

Registered Office of Ceska pojitovna
Spalend 75/16

113 04 Prague 1

Czech Republic

ID number: 45 27 29 56

The Board of Directors authorised the financial statements for issue on 24 April 2017.

A.2. Statutory bodies
Board of Directors as at the end of the reporting period:

Chairman: Marek Jankovi¢, Bratislava
Vice Chairman: Petr Bohumsky, Prague
Member: Tomas$ Vysoudil, Ricany
Member: Karel Blaha, Prague
Member: Pavol Pitorak, Bratislava

During the year 2016, there were the following changes in the Board of Directors:

On 20 January 2016, Pavol Pitonak became a member of the Board of Directors. Marie Kovarova resigned from her post as a member of
the Board of Directors as at 31 August 2016.

At least two members of the Board of Directors must act together in the name of the Company.
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Supervisory Board as at the end of the reporting period:

Chairman: Luciano Cirina, Prague
Member: Martin Sturzlbaum, Vienna
Member: Gianluca Colocci, Trieste
Member: Gregor Pilgram, Prague

There were no changes in the Supervisory Board during 2016.

A.3. Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the
European Union.

The management has reviewed those standards and interpretations adopted by the EU as at the date of issuance of the financial
statements, but which were not effective as at that date. An assessment of the expected impact of these standards and interpretations
on the Group is shown in C6.5.

A.4. Basis of preparation

Local accounting legislation requires that the Group prepares these consolidated financial statements in accordance with IFRS (as
adopted by the EU). The Parent Company also prepares separate financial statements for the same period in accordance with IFRS as
adopted by the EU.

The consolidated financial statements are presented in Czech koruna (“CZK”), which is the Parent Company’s functional currency. The
other functional currencies within the Group are Polish Zloty (“PLN”) and Euro (“EUR”).

The Group will present the consolidated annual report on its website www.ceskapojistovna.cz in April 2017.

The financial statements have been prepared on a historical cost basis except for the following assets and liabilities which are stated at
their fair value: derivative financial instruments, financial instruments at fair value through profit or loss, financial instruments classified
as available for sale and investment properties.

The preparation of the financial statements in accordance with IFRS requires that management makes judgements, estimates and
assumptions that affect the application of policies and the reported amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgements about the carrying values of assets and
liabilities that cannot readily be determined from other sources. The actual values may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision only affects that period, or in both the period of the revision and future periods if
the revision affects both the current and future periods.

More information about assumptions and judgements is described in Note C.3.

B. General criteria for drawing up the consolidated financial statements

B.1. Group entities
The consolidated financial statements are made up of those of the Parent Company and of its directly or indirectly controlled
subsidiaries. All companies satisfying the requisites of control as required by IFRS standards are included in the consolidation.

IFRS 10 defines control by describing three conditions which have to be met for considering an entity as controlled:
(@) power over the investee;

(b) exposure, or right to variable returns; and

() the ability to affect those returns through power over the investee.
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The Group structure and the changes as compared to the previous year are presented below.

For the year ended 31 December 2016 Country Proportion Proportion
of ownership of voting
Company interest rights
City Empiria a.s. Czech Republic 60.2 60.2
Ceska pojistovna ZDRAV/ ass. Czech Republic 100.0 100.0
CP Distribuce s.ro.* Czech Republic 100.0 100.0
Generali Real Estate Fund CEE a.s., investi¢ni fond
(former Generali Real Estate Fund CEE ass.) Czech Republic 60.2 60.2
FINHAUS a.s. (former Generali Services CEE a.s.) Czech Republic 100.0 100.0
Acredité s.ro. (former REFICOR s.r.0.) Czech Republic 804 804
PALAC KRIZIK a.s. Czech Republic 80.1 801
Namésti Republiky 3a, s.ro.* Czech Republic 60.2 60.2
MUSTEK PROPERTIES, s.ro.* Czech Republic 60.2 60.2
Parizska 26, s.ro. Czech Republic 100.0 100.0
Penzijni spole¢nost Ceské pojistovny, a.s. including Transformovany fond
Penzijni spole¢nosti Ceské pojistovny, a. s. Czech Republic 100.0 100.0
Solitaire Real Estate, a.s. Czech Republic 60.2 60.2
IDEE s.ro. Czech Republic 60.2 60.2
Generali CEE Fond ropy a energetiky Ireland 484 484
Generali CEE Fond novych ekonomik Ireland 455 455
Generali GCEE Vychodoevropsky akciovy fond Ireland 63.0 63.0
Generali GCEE Vychodoevropsky dluhopisovy fond Ireland 774 774
CP Strategic Investments N.V. Netherlands 100.0 100.0
Generali SAF de Pensii Private S.A. Romania 99.9 999
PL Investment Jerozolimskie | SP. Z o.o. Poland 60.2 60.2
PL Investment Jerozolimskie Il SP. Z o.o. Poland 60.2 60.2
Green Point Offices a.s. (former Apollo Business Center IV a. s.) Slovakia 100.0 100.0

* Entity acquired in 2016

For the year ended 31 December 2015 Country Proportion Proportion
of ownership of voting
Company interest rights
City Empiria, a.s. Czech Republic 701 701
Ceska pojistovna ZDRAV/ ass. Czech Republic 100.0 100.0
Generali Real Estate Fund CEE as.
(former CP INVEST Realitni Uzavfeny Investi¢ni Fond, a.s.) Czech Republic 701 701
Generali Services CEE a.s. (former Generali PPF Services, a.s.) Czech Republic 80.0 80.0
PALAC KRIZIK a.s. Czech Republic 85.0 85.0
Patizska 26, s.ro. Czech Republic 100.0 100.0
Penzijni spole¢nost Ceské pojidtovny, a.s. including including Transformovany fond
Penzijni spole¢nosti Ceské pojistovny, a. s. Czech Republic 100.0 100.0
REFICOR s.ro. Czech Republic 804 804
Solitaire Real Estate a.s. Czech Republic 701 701
IDEE s.ro* Czech Republic 701 701
Generali Invest CEE Fond ropy a energetiky Ireland 479 479
Generali Invest CEE Fond novych ekonomik Ireland 455 455
Generali Invest CEE Komoditni fond Ireland 533 533
Generali Invest CEE Vlychodoevropsky akciovy fond Ireland 701 701
Generali Invest CEE Vlychodoevropsky dluhopisovy fond Ireland 775 775
CP Strategic Investment N.V. Netherlands 100.0 100.0
Generali SAF de Pensii Private S.A. Romania 99.9 99.9
PL Investment Jerozolimskie | SP. Z 0.0. * Poland 701 701
PL Investment Jerozolimskie Il SP. Z o.0. * Poland 701 701
Apollo Business Center IV a. s. Slovakia 100.0 100.0

* Entity acquired in 2015
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The tables below present the list of associates and participation in investment funds that are considered associates accounted for using
the equity method for the purposes of the consolidated financial statements.

For the year ended 31 December 2016

Company Country
Direct Care s.ro. Czech Republic
Generali Fond nemovitostnich akcif Czech Republic

For the year ended 31 December 2015

Company Country
Direct Care s.ro. Czech Republic
Generali Fond Zivé planety Czech Republic

More detailed information about significant transactions with subsidiaries of the Group is provided below.

1. Capital increase of Generali Real Estate Fund CEE a.s., investi¢ni fond

At their meeting on 10 March 2016, the shareholders of Generali Real Estate Fund CEE a.s., investi¢ni fond resolved to increase the share
capital by CZK 100 million, issuing 100 shares with nominal value of CZK 1 million each. The subscription price of 1 share was

CZK 16.29 million. Ceska pojistovna a.s. subscribed for 34 newly issued shares of the fund with total subscription price of CZK 554 million.

As a result of the transaction, the Group’s direct participation interest in the fund decreased from 70.1% to 60.2%. Consequently, the
indirect interest in the subsidiaries owned by the fund decreased by the same proportion. See Notes F.3.1and F.9.2 for further details.

2. Acquisition of FINHAUS a.s.

On 26 September 2016, the Group signed an agreement with Generali Pojistovna, a.s. (a company of the GCEE Group) to buy 20% of
the shares that Generali Pojistovna, a.s. held in FINHAUS a.s. The purchase price amounted to CZK 4.9 million and, as a result of this
transaction, the Group has become the sole shareholder of FINHAUS a.s.

3. Sale of Finansovyj servis 0.0.0.
On 14 April 2016, the Group signed an agreement to transfer 100% of the shares it held in Finansovyj servis 0.0.0. The net book value of
Finansovyj servis 0.0.0. was nil and the sale price amounted to RUB 10,000.

4. Acquisition of Generali Development s.r.o. (CP Distribuce s.r.0.)

On 20 September 2016, the Group signed an agreement with Generali Pojistovna, a.s. (a company of the GCEE Group) to buy 100% of
the shares that Generali Pojistovna, a.s. held in Generali Development s.ro. (later renamed to CP Distribuce s.ro.). The purchase price
amounted to CZK 404 million.

5. Renaming of subsidiaries

The following companies were renamed during the year 2016:

- Generali Services CEE a.s. was renamed FINHAUS as.

- REFICOR s.ro. was renamed Acredité s.ro.

Apollo Business Center IV a.s. was renamed Green Point Offices a.s.

Generali Real Estate Fund CEE a.s. was renamed Generali Real Estate Fund CEE a.s., investi¢ni fond
- Generali Development s.ro. was renamed CP Distribuce s.ro.

6. Acquisition of real estate assets in Prague
The Group acquired two real estate properties in the downtown of Prague, in 2016.

Mustek properties, s.r.o.

In June 2016, the Group completed a transaction whereby it acquired an entity owning a historical building located in the commercial
heart of Prague - 28. fijna street in the lower part of Wenceslas square - with approximately 1,800 sqm of gross lettable area. The
property usage reflects the needs for a top tourist and retail destination and includes premises with mixed usage - ground floor high
street retail area (20% of total area) and a boutique hotel premises in the above ground level floors.

The transaction is regarded as an acquisition of a group of assets, as the transferred set of activities and assets does not meet the
definition of IFRS 3 for a business.
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Banking House - Namésti republiky

In March 2016, the Group acquired an office building - UniCredit Banking House - located at Namésti republiky in Prague, next to the
well recognised office and retail complex Palladium. The building was completed in the late 90’s under the baton of architect Bernhard
Winking and SIAL architects providing its neofunctionalist shape, and refurbished in 2011. It provides gross lettable area of 4,575 sqm
split as follows: 82% office, 12% retail and 6% storage used as a banking facility.

Upon the transfer of the ownership, the Group concluded a long-term lease agreement with Unicredit Bank, the prior owner of the
property. This transaction underlines the Group focus on investment properties located in prime locations with high potential for stable
income generation underlined by high occupancy.

B.2. Consolidation methods and accounting for associates
Investments in subsidiaries are consolidated line by line.

Translation from functional to presentation currency
The items in the statement of financial position in functional currencies different from the presentation currency of the Group were
translated into Czech koruna (CZK) based on the exchange rates as at the end of the year.

The income statement items were instead translated based on the average exchange rates of the year. They reasonably approximate the
exchange rates as at the dates of the transactions.

The exchange rate differences arising from the translation were accounted for in other comprehensive income in an appropriate reserve
and are recognised in the income statement only at the time of the disposal of the investments.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as the foreign entity’s assets and liabilities
and are translated at the closing rate.

The exchange rates used for the translation of the main foreign currencies of the Group into Czech koruna (“CZK”) are the ones
published by the Czech National Bank.

B.2.1. Consolidation procedures
The subsidiaries where the requisites of control are applicable are consolidated.

The new standard IFRS 10 introduces a new single control model for all entities. Under the new guidance, control is the sole basis for
consolidation. The structure of the investee is not relevant. An investor is required to consolidate an investee if it has all of the following:
- power over the investee;

- exposure, or rights, to variable returns from its involvement with the investee; and

- the ability to use its power to affect the amount of the investor’s returns.

The consolidation of a subsidiary ceases commencing from the date when the Parent Company loses control.

If the Group loses control over a subsidiary, it:

- derecognises the assets (including goodwill) and liabilities of the subsidiary;

- derecognises the carrying amount of any non-controlling interest;

- derecognises the cumulative translation differences recorded in equity;

- recognises the fair value of the consideration received;

- recognises the fair value of any investment retained;

- recognises any surplus or deficit in profit or loss; and

- reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or loss or retained
earnings, as appropriate.

In preparing the consolidated financial statements:

- the financial statements of the Group and its subsidiaries are consolidated. The financial year-end date of each subsidiary is identical
with the one of the Group, 31 December of each financial year;

- the carrying amount of the Group’s investment in each subsidiary and the Group’s portion of equity of each subsidiary are eliminated
as at the date of acquisition;

- non-controlling shareholder’s interests are shown as separate items of equity; and

- intra-group balances, transactions, unrealised gains and losses resulting from intra-group transactions and dividends are eliminated
in full.
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The Group uses the acquisition method of accounting to account for business combinations. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred and the equity interests issued by the group.
The consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are recognised as expenses in the period in which they are incurred. Identifiable assets acquired and liabilities
assumed in a business combination are measured initially at their fair values as at the acquisition date. On an acquisition-by-acquisition
basis, the group recognises any non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired is recorded as goodwill. If
this is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is recognised
directly in the income statement.

Changes to contingent consideration classified as a liability as at the acquisition date are recognised in the income statement.

Accounting for business combinations under IFRS 3 only applies if it is considered that a business has been acquired. Under IFRS 3,
‘Business combinations’, a business is defined as an integrated set of activities and assets conducted and managed for the purpose of
providing a return to investors or lower costs or other economic benefits directly and proportionately to policyholders or participants.

A business generally consists of inputs, processes applied to those inputs, and resulting outputs that are, or will be, used to generate
revenues. In the absence of such criteria, a group of assets is deemed to have been acquired. If goodwill is present in a transferred set of
activities and assets, the transferred set is presumed to be a business. For acquisitions meeting the definition of a business, the
purchase method of accounting is used.

For acquisitions not meeting the definition of a business, the Group allocates the cost between the individual identifiable assets and liabilities
in the Group based on their relative fair values as at the date of acquisition. Such transactions or events do not give rise to goodwill.

Transactions with non-controlling interests

The Group is treating the transactions with non-controlling interests as equity transactions not affecting profit or loss. For purchases
from non-controlling interests, the difference between any consideration paid and the relevant share acquired of the carrying value of
net assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

Non-controlling interests are shown in the consolidated balance sheet as a separate component of equity, which is distinct from the
Group’s Shareholder’s equity. The net income attributable to non-controlling interests is separately disclosed on the face of the
consolidated income statement and statement of comprehensive income.

Reorganisations and mergers involving companies under common control are accounted for using consolidated net book values,
consequently no adjustments are made to carrying amounts in the consolidated accounts and no goodwill arises on such transactions.

B.2.2. Using the equity method for associates

IAS 28 defines an associate as an entity over which the investor has significant influence. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but is not control or joint control over those policies. If an investor holds,
directly or indirectly through subsidiaries, 20% or more of the voting power of the investee, it is presumed that the investor has
significant influence.

Under the equity method, the investment in an associate is initially recognised at cost (including goodwill) and the carrying amount is
increased or reduced to recognise the change in the investor’s share of the equity of the investee after the date of acquisition. The
Group’s share of the profit or loss of the investee, net of dividends, is recognised in its income statement.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred. The accounting
policies of associates have been changed where necessary in order to ensure consistency with the policies adopted by the Group.
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B.2.3. Consolidation of investment funds
The Group manages open-ended investment funds through the management companies Generali Investment CEE and Generali Invest
CEE Plc. The Group invests the assets related to unit-linked products in these investment funds as well as its own direct investments.

For each fund, the Group considers if the power over that investment fund exists and if the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect those returns through its power over the investee.

Based on the assessment, the control over the investment fund exists and the fund is consolidated in case that the direct interests held
by the Group in the investment fund are more than 40%. Unit-linked products where the financial risk related to the investment is
borne by the policyholders should not be taken into consideration since the exposure to variable returns and ability to affect those
returns through power over the investee is only limited or do not exist.

The non-controlling interests in open investment funds are reported within financial liabilities, because of their puttable nature. The
non-controlling interests in the funds where the puttable nature is limited or does not exist are shown in the consolidated balance sheet
as a separate component of equity, which is distinct from the Group’s Shareholder’s equity.

The Funds where the Group‘s control does not exist but the direct share interests add up to significant influence are considered
associates and are reported within the financial investments using the equity method (see note B.2.2).

C. Significant accounting policies and assumptions

C.1. Significant accounting policies
The accounting standards adopted in preparing the consolidated financial statements, and the contents of the items in the financial
statements, are presented in this section.

C12. Intangible assets
In accordance with IAS 38, an intangible asset is recognised if, and only if, it is identifiable and controlled by the Group, it is probable that
the expected future economic benefits attributable to the asset will flow to the Group and the cost of the asset can be measured reliably.

This category includes goodwill and other intangible assets, such as software and purchased insurance portfolio.
The Group owns no software with indefinite useful life.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised in the income statement when the asset is derecognised.

C111. Goodwill
The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired is recorded as goodwill.

After initial recognition, goodwill is measured at cost less any impairment losses and it is not amortised. Goodwill is tested at least
annually in order to identify any impairment losses.

The purpose of the impairment test of goodwill is to identify the existence of any impairment losses on the carrying amount presented
as an intangible asset. In this context, cash-generating units to which the goodwill is allocated are identified and tested for impairment.
The impairment loss is equal to the difference, if negative, between the recoverable amount and carrying amount. The former is the
higher of the fair value less costs of disposal of the cash-generating unit and its value in use, ie. the present value of the future cash
flows expected to be derived from the cash-generating units.

The fair value of the cash-generating unit is determined on the basis of current market quotations or commonly used valuation
techniques. The value in use is based on the present value of future cash inflows and outflows, considering projections on
budgets/forecasts approved by management and covering a maximum period of five years. Should any previous impairment losses
allocated to goodwill no longer exist, they cannot be reversed.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of, the goodwill
associated with the disposed operation is included in the carrying amount of the operation when determining the gain or loss on
disposal. Goodwill disposed in these circumstances is measured based on the relative values of the disposed operation and the portion
of the cash-generating unit retained.
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C11.2. Present value of future profits

On acquisition of a portfolio of long-term insurance contracts or investment contracts, either directly, or through the acquisition of an
enterprise, the net present value of the expected after-tax cash flows of the portfolio acquired is capitalised as an asset. This asset,
which is referred to as the Present Value of Future Profits (‘PVFP”), is calculated on the basis of an actuarial computation taking into
account assumptions for future premium income, contributions, mortality, morbidity, lapses and investment returns.

The PVFP is amortised over the effective life of the contracts acquired, by using an amortisation pattern reflecting the expected future
profit recognition. Assumptions used in the development of the PVFP amortisation pattern are consistent with the ones applied in its
initial measurement. The amortisation pattern is reviewed on a yearly basis to assess its reliability and to verify its consistency with the
assumptions used in the valuation of the corresponding insurance provisions.

For the life portfolio, the recoverable amount of the in-force business acquired is determined annually through the liability adequacy
test (LAT) of the insurance provisions — mentioned in note C3.3.1 - taking into account, if any, the deferred acquisition costs recognised
in the statement of financial position. If any, the impairment losses are recognised in the income statement.

C1.1.3. Other intangible assets
Intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and impairment losses.

Intangible assets with finite useful lives are amortised on a straight-line basis over an average period of 3 - 5 years. The amortisation
methods, useful lives and residual values, if not insignificant, are reassessed annually. If a material additional investment is made to an
asset during the year, its useful life and residual value are reassessed at the time the cost of the investment is added to the carrying
amount of the asset.

C1.2. Investment property

Investment properties are properties that are held either to earn rental income or for capital appreciation or for both. A property owned
by the Group is treated as an investment property if it is not occupied by the Group or if only an insignificant portion of the property is
occupied by the Group.

Property that is being constructed or developed for future use as an investment property is classified as investment property.

Subsequent to initial recognition, all investment properties are measured at fair value. Fair value is determined annually. The best
evidence of fair value is current market prices in an active market. If unavailable, an alternative valuation technique is used. Valuation is
based on reliable estimates of future cash flows, discounted at rates that reflect current market assessments of the uncertainty in the
amount and timing of the cash flows, and supported by evidence of current prices or rents for similar properties in the same location
and condition.

Any gain or loss arising from a change in fair value is recognised in the income statement. Rental income from investment property is
accounted for over the term of the lease. Investment properties are derecognised either when they have been disposed of or when they
are permanently withdrawn from use and no future economic benefit is expected from their disposal. The difference between the net
disposal proceeds and the carrying amount of the asset is recognised in the income statement in the period of derecognition.

When an item of property, plant and equipment becomes an investment property following a change in its use, any difference arising as
at the date of transfer between the carrying amount of the item and its fair value, and related deferred tax thereon, is recognised
directly in other comprehensive income if it is a gain. Upon disposal of the item, the gain is transferred to retained earnings. Any loss is
recognised in the income statement immediately.

Subsequent expenditures relating to investment properties are capitalised if they extend the useful life of the asset, otherwise they are
recognised as an expense.
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CA.3. Property and equipment
Property and equipment are measured at the purchase price or production cost, less accumulated depreciation and any accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.

Depreciation is provided on a straight-line basis using the following rates:

Item Depreciation rate (%)
Buildings 10.00 - 20.00
Other tangible assets and equipment 5.88 -33.33

The leasehold improvements (technical appreciation) performed on a leased asset is depreciated over the rental period.

Component parts of an asset that have different useful lives or provide benefits in a different pattern are recognised as separate assets
with different depreciation rates.

The depreciation methods, useful lives and residual values, if not insignificant, are reassessed annually. If a material additional
investment is made to an asset during the year, its useful life and residual value are reassessed at the time the cost of the investment is
added to the carrying amount of the asset.

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases.
Property and equipment acquired by way of finance leasing are stated at an amount equal to the lower of the fair value and the present
value of the minimum lease payments at the inception of the lease, less accumulated deprecation and impairment losses.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount. These are included in the income
statement in “Other income”.

C14. Financial assets
Financial assets include financial assets at fair value through profit or loss, financial assets available for sale, financial assets held-to-
maturity, loans and receivables, cash and cash equivalents.

Financial assets are recognised on the statement of financial position when the Group becomes a party to the contractual provisions of
the instrument. For standard purchases and sales of financial assets, the Group’s policy is to recognise them using settlement-date
accounting. Any change in the fair value of an asset to be received during the period between the trade date and the settlement date is
accounted for in the same way as would be accounted for subsequent measurement. Financial instruments are measured initially at fair
value plus, with the exception of financial instruments at fair value through profit or loss, transaction costs directly attributable to the
acquisition or issue of the financial instrument.

Subsequent measurement is described in notes C14.1 and C144.

A financial asset is derecognised when the Group transfers the risk and rewards of ownership of the financial assets or loses control
over the contractual rights that comprise that asset. This occurs when the rights are realised, expired or surrendered.

C14.1. Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market,
other than classified at fair value through profit or loss or classified as available for sale.

After initial recognition, loans and receivables are measured at amortised cost using the effective interest rate method, less provision for
impairment.

C14.2. Financial assets held-to-maturity

Held-to-maturity assets are non-derivative financial assets with fixed or determinable payments and fixed maturities that are quoted in
an active market (other than those that meet the definition of loans and receivables) and the Group has the positive intent and ability
to held to maturity.

Financial assets held-to-maturity are measured at amortised cost using an effective interest rate method less any impairment losses.
The amortisation of premiums and discounts is recorded as interest income or expense using the effective interest rate.

The fair value of an individual security within the held-to-maturity portfolio may temporarily fall below its carrying value, but, provided
there is no risk resulting from significant financial difficulties of the debtor, the security is not considered to be impaired.
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C1.4.3. Financial assets available for sale
Available for sale financial assets are those non-derivative financial assets that are not classified as loans and receivables, held-to-
maturity investments, or financial assets at fair value through profit or loss.

After initial recognition, the Group measures financial assets available for sale at their fair values, without any deduction for transaction
costs that it may incur upon sale or other disposal, with the exception of AFS equity securities that do not have a quoted market price
on an active market and whose fair value cannot be reliably measured which are stated at cost, including transaction costs, less
impairment losses.

Any revaluation gain or loss on a financial asset available for sale is recognised in other comprehensive income with the exception of
impairment losses (see note C1.30.2) and, in the case of monetary items such as debt securities, foreign exchange gains and losses.

When available for sale assets are derecognised, the cumulative gain or loss previously recognised in other comprehensive income is
recognised in the income statement. Where these instruments are interest-bearing, interest calculated using the effective interest rate
method is recognised in the income statement. Dividend income is recognised in the income statement as other investment income -
see note C1.22.

C144. Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held-for-trading and non-trading financial assets which are
designated upon initial recognition as at fair value through profit or loss.

Financial assets held-for-trading are acquired or incurred principally for the purpose of generating a profit from short-term fluctuations
in the price or dealer’s margin. Financial assets are classified as held-for-trading if, regardless of the reason they were acquired, they are
part of a portfolio for which there is evidence of a recent actual pattern of short-term profit taking.

Financial assets held-for-trading include investments and certain purchased loans and derivative contracts that are not designated as
effective hedging instruments. All trading derivatives in a net receivable position (positive fair value), as well as options purchased, are
reported as trading assets. All trading derivatives in a net payable position (negative fair value), as well as options written, are reported
as financial liabilities at fair value through profit or loss.

If a financial asset is no longer held for the purpose of selling or repurchasing it in the near term (notwithstanding that the financial
asset may have been acquired or incurred principally for the purpose of selling or repurchasing it in the near term), the financial assets
can only be reclassified out of the fair value through profit or loss category in rare circumstances.

The Group designates non-trading financial assets according to its investment strategy as financial assets at fair value through profit or
loss if there is an active market and the fair value can be reliably measured.

The fair value option is only applied in any one of the following situations:

- It results in more relevant information, because it significantly reduces a measurement or recognition inconsistency (“accounting
mismatch”) of securities covering unit-linked policies;

- A group of financial assets is managed and its performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy, with information being provided to key management personnel on this basis;

- When a contract contains one or more substantive embedded derivatives, unless the embedded derivative does not significantly
modify the cash flows that otherwise would be required by the contract or it is clear that separation of embedded derivatives is
prohibited.

Subsequent to initial recognition, all financial assets at fair value through profit or loss are measured at their fair values (see note
€1.30.7). Gains and losses arising from changes in the fair values are recognised in the income statement as “Other income”/”Other
expenses” (FX derivatives other than unit-link investments derivatives) or as “Net income/loss from financial instruments at fair value
through profit or loss”.

Swaps

Swaps are over-the-counter agreements between the Group and other parties to exchange future cash flows based upon agreed
notional amounts. Swaps most commonly used by the Group are interest rate and cross-currency interest rate swaps. Under interest
rate swaps, the Group agrees with other parties to exchange, at specified intervals, the difference between fixed-rate and floating-rate
interest amounts calculated by reference to an agreed notional amount. Cross-currency interest rate swaps require an exchange of
interest payment flows and capital amounts in different currencies. The Group is subject to credit risk arising from default of the
respective counter parties.

Market risk arises from potentially unfavourable movements in interest rates relative to the contractual rates of the contract, or from
movements in foreign exchange rates. Credit default swaps are also used by the Group. Under the credit default swap agreement,
a credit risk is transferred from a protection buyer to a protection seller.
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Futures and forwards

Forward contracts are commitments to either purchase or sell a designated financial instrument, currency, commodity or an index at
a specified future date for a specified price and may be settled in cash or another financial asset. Forward contracts result in credit
exposure to the counter party and exposure to market risk based on changes in market prices relative to the contracted amounts.

A futures contract is a standardised contract, traded on a futures exchange, to buy or sell a standardised quantity of a specified
commodity of standardised quality at a certain date in the future, at a price determined by the instantaneous equilibrium between the
forces of supply and demand among competing buy and sell orders on the exchange at the time of the purchase or sale of the contract.
Futures contracts bear considerably lower credit risk than forwards and, as forwards, result in exposure to market risk based on changes
in market prices relative to the contracted amounts.

Options

Options are derivative financial instruments that give the buyer, in exchange for a premium payment, the right (but not the obligation)
to either purchase from (call option) or sell to (put option) the writer a specified underlying instrument at a specified price on or before
a specified date. The Group enters into interest rate options, foreign exchange options, equity and index options and credit failure
options (swaps). Interest rate options, including caps and floors, may be used as hedges against a rise or fall in interest rates. They
provide protection against changes in the interest rates of floating rate instruments above or below a specified level. Foreign currency
options may also be used (commensurate with the type of option) to hedge against rising or falling currency rates.

The Group as a buyer of over-the-counter options is subject to market risk and credit risk since the counter party is obliged to make
payments under the terms of the contract if the Group exercises the option. As the writer of over-the-counter options, the Group is
subject to market risk, as it is obliged to make payments if the option is exercised by the counterparty or credit risk from a premium
due from a counterparty.

C1.5. Reinsurance assets
Reinsurance assets comprise the actual or estimated amounts, which, under contractual reinsurance arrangements, are recoverable
from reinsurers in respect of technical provisions.

Reinsurance assets relating to technical provisions are established based on the terms of reinsurance contracts and valued on the same
basis as the related reinsured liabilities. The Group records an allowance for estimated irrecoverable reinsurance assets, if any.

C1.6. Receivables
This item includes receivables arising out of direct insurance and reinsurance operations, and other receivables.

C1.61. Insurance receivables
Receivables on premiums written in the course of collection and receivables from intermediates, co-insurers and reinsurers are included
in this item. They are initially recognised at fair value and then at their presumed recoverable amounts if lower.

C1.6.2. Other receivables
Other receivables include all other receivables not of an insurance or tax nature. They are recognised initially at fair value and
subsequently measured at amortised cost reflecting their presumed recoverable amounts.

Cash flow hedge
For some of the expected foreign currency receivables, the cash flow hedge by foreign currency loan is being applied in the Group to
minimise its exposure to changes in the cash flows denominated in foreign currencies.

The effective portion of the gains and losses on the hedging instrument is recognised in other comprehensive income and is recognised
in the income statement only in periods during which the hedged forecasted transaction affects profit or loss.

The gain or loss relating to the ineffective portion is recognised immediately in the income statement and reported within lines “Other
income” or “Other expenses”.

At the inception of the transaction, the Group documents the relationship between hedging instruments and hedged items, as well as
its risk management objective and strategy for undertaking hedging transactions. The Group also documents its assessment, both at
hedge inception and on an ongoing basis of the hedging effectiveness.

CA.7. Cash and cash equivalents

Cash consists of cash on hand, demand deposits with banks and other financial institutions and term deposits due within 15 days. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and are subject to an
insignificant risk of changes in value.
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C1.8. Lease transactions

Property and equipment holdings used by the Group under operating leases, whereby the risks and benefits relating to ownership of
the assets remain with the lessor, are not recorded on the Group’s statement of financial position. Payments made under operating
leases to the lessor are charged to the income statement on a straight-line basis over the lease term.

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the arrangement at the
inception date and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset
(or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset is (or those assets are) not explicitly
specified in an arrangement.

C1.9. Non-current assets held-for-sale and discontinued operations

Non-current assets are classified as held-for-sale if their carrying amount will be recovered through a sale transaction rather than
through continuing use. This condition is regarded as met only when the sale is highly probable and the asset is available for immediate
sale in its present condition, subject to terms that are usual and customary for sales of such assets.

Management must be committed to the sale and must actively market the property for sale at a price that is reasonable in relation to
the current fair value. The sale should be expected to qualify for recognition as a completed sale within one year from the date of
classification.

Immediately before being classified as held-for-sale, the assets (or components of a disposal group) are measured in accordance with
the applicable IFRS. Thereafter, generally, the assets (or disposal group) are measured at the lower of their carrying amount and fair
value less cost to sell. Any impairment loss on a disposal group is allocated to assets and liabilities on a pro rata basis, except that no
loss is allocated to inventories, financial assets, deferred tax assets, employee benefit assets and investment property, which continue to
be measured in accordance with the Company’s accounting policies. Impairment losses on initial classification as held-for-sale and
subsequent gains or losses on re-measurement are recognised in profit or loss. Gains are not recognised in excess of any cumulative
impairment loss.

C110. Equity

C110.2. Share capital issued
Ordinary shares are classified as equity. The share capital is the nominal amount approved by a shareholder’s resolution.

C110.2. Retained earnings and other reserves
This item comprises the following reserves:

Statutory reserve fund
The creation and use of the statutory reserve fund is limited by legislation. The statutory reserve fund is not available for distribution to
the shareholders, but it can be used to cover losses. The reserve comprises the amounts of reserve funds of all entities in the Group.

Equalisation reserve fund
The equalisation reserve was required under local insurance legislation until 2015 and was classified as a separate part of equity within
these accounts as it does not meet the definition of a liability under IFRS. The equalisation reserve is not available for distribution.

Retained earnings
The item includes retained earnings or losses adjusted for the effect due to changes arising from the first application of IFRS, and
reserves for share-based payments.

Revaluation - financial assets AFS

The item includes gains or losses arising from changes in the fair value of available for sale financial assets, as previously described in
the corresponding item of financial investments. The amounts are presented net of the related deferred taxes and deferred
policyholders’ liabilities.

Cumulative currency translation differences
The item comprises the exchange differences recognised in other comprehensive income in accordance with IAS 21, which arise from
translating the balances and transactions from functional to presentation currency.

Cash flow hedge reserve
This item includes the effective portion of gains or losses arising from changes in exchange rates and interest rates on the instruments
used for cash-flow hedges. The amounts are presented net of the related deferred taxes.

Result of the period
This item refers to the Group’s result for the period.
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C110.3. Dividends
Dividends are recognised as a liability provided they are declared before the end of the reporting period. Dividends declared after the
end of the reporting period are not recognised as a liability but are disclosed in the notes.

CAM. Insurance classification

C1M.2. Insurance contracts

In accordance with IFRS 4, policies of the life segment are classified as insurance contracts or investment contracts based on the
significance of the underlying insurance risk. As a general guideline, the Group defines as significant insurance risk the possibility of
having to pay benefits on the occurrence of an insured event that are at least 5% more than the benefits payable if the insured event
did not occur.

Premiums, payments and changes in the insurance provisions related to products whose insurance risk is considered significant

(e.g. term insurance, whole life and endowment with annual premiums, life contingent annuities and contracts containing an option to
elect at maturity a life contingent annuity at rates granted at inception, long-term health insurance and unit-linked with sum assured in
case of death significantly higher than the value of the fund) are recognised in the income statement.

Classification requires the following steps:

- identification of the characteristics of products (option, discretionary participation feature, etc.) and services rendered;
- determination of the level of insurance risk in the contract; and

- determination of classification in accordance with IFRS 4.

C11.2. Investment contracts with Discretionary participation feature (DPF)

A discretionary participation feature (DPF) represents a contractual right to receive, as a supplement to guaranteed benefits, additional
benefits that constitute a significant portion of the total contractual benefits, whose amount or timing is at the discretion of the Group
and are based on the performance of pooled assets, profit or loss of the Group or investment returns.

As the amount of the bonus to be allocated to policyholders has been irrevocably fixed as at the end of the reporting period, the
amount is presented as a guaranteed liability in the financial statements, i.e. within the life insurance provision in the case of insurance
contracts or within the Guaranteed liability for investment contracts with DPF in the case of investment contracts.

Premiums, payments and change in the Guaranteed liability of investment contracts with discretionary participation feature (e.g. policies
linked to segregated funds, contracts with additional benefits that are contractually based on the result of the company) are recognised
in the income statement with the exception of investment contracts with DPF issued by Czech pension companies’ subsidiaries.

C11.3. Investment contracts with DPF issued by Czech pension funds

Investment contracts with DPF issued by the Group relate primarily to pension insurance policies written by its Czech subsidiary Penzijni
spole¢nost Ceské pojistovny including the Transformed fund. Under these investment contracts, the policyholders are entitled to receive
gains generated by the Transformed fund based on Czech GAAP decreased by asset management and performance fees.

The DPF for these contracts is represented by the possibility to give up the portion of fees under Czech GAAP and increase the profit to
be distributed to the policyholders. This is subject to the decision of the Board of Directors.

These pension insurance contracts are classified as investment contracts with DPF but - in contrast to the general rule described in
note C111.2 - no premiums, payments and change in liabilities are recognized in the income statement. Such products are accounted for
under the deposit accounting, which foresee that the financial liabilities are recorded at an amount equal to the clients’ cash received.

Such exemption is given as IFRS 4.35 gives the option - but not the obligation - to treat investment contracts with DPF as insurance
contracts the Group has taken the advantage of exemption available under IFRS 4.25(c) and continues to use non-uniform accounting
policies for insurance contracts (and investment contracts with DPF) of subsidiaries (see note C.2).

C114. Investment contracts without DPF
Investment contracts without DPF mainly include unit/index-linked policies and pure capitalisation contracts. The Group did not classify
any contracts as being investment contracts without DPF in 2016 and 20715.

C112. Insurance liabilities

C1122. Provision for unearned premiums

The provision for unearned premiums comprises that part of gross written premiums that are attributable to the following financial year
or to subsequent financial years, computed separately for each insurance contract using the pro rata temporis method, adjusted to
reflect any variation in the incidence of risk during the period covered by the contract. The provision for unearned premiums is created
for both life insurance and non-life insurance.
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C112.2. Mathematical provision

The mathematical provision comprises the actuarially estimated value of the Group’s liabilities under life insurance contracts. The
amount of the mathematical provision is calculated by a prospective net premium valuation, taking into account all future liabilities as
determined by the policy conditions for each existing contract and including all guaranteed benefits, bonuses already declared and
proposed, expenses and after deducting the actuarial value of future premiums.

The mathematical provision is initially measured using the assumptions used for calculating the corresponding premiums and remain
unchanged except where a liability inadequacy occurs. A liability adequacy test (LAT) is performed as at each end of the reporting
period by the Group’s actuaries using current estimates of future cash flows under its insurance contracts (see note C3.3). If those
estimates show that the carrying amount of the provision is insufficient in the light of the estimated future cash flows, the difference is
recognised in the income statement with a corresponding increase to the other life insurance technical provision.

C112.3. Claims provision

The provision for outstanding claims represents the total estimated ultimate cost of settling all claims arising from events which have
occurred up to the end of the financial year, whether reported or not, less amounts already paid in respect of such claims, including the
related internal and external claims settlement expenses as estimated based on historical experience and specific assumptions about
future economic conditions.

The provision includes claims reported by policyholders but not settled (RBNS) and claims incurred but not reported (IBNR).

Where benefits resulting from a claim are paid in the form of an annuity, the provision is calculated by recognised actuarial methods.
With the exception of annuities, the Group does not discount its provisions for outstanding claims.

Where applicable, provisions are disclosed net of the prudent estimates for salvage and subrogation recoveries.

The provision for outstanding claims in respect of life insurance policies is included within the life insurance provision.

Whilst the Board of Directors considers that the gross provision for claims and the related reinsurance recoveries are stated fairly, the
ultimate liability may differ as a result of subsequent information and events and may result in significant adjustments to the amounts
provided. Adjustments to the amounts of the provisions are reflected in the financial statements for the period in which the
adjustments are made. The methods used and the estimates made are reviewed regularly.

C1.124. Other insurance liabilities

Other insurance liabilities contain all other insurance technical provisions that are not mentioned above, such as the provision for
unexpired risks (also referred to as “premium deficiency” see also note C3.3.3) in non-life insurance, the ageing provision in health
insurance, provision for contractual non-discretionary bonuses in non-life business.

The provision for contractual non-discretionary bonuses in non-life business covers future benefits in the form of additional payments
to policyholders or a reduction in policyholder payments, which are a result of past performance. This provision is not recognised for
those contracts, where future premiums are reduced by bonuses resulting from favourable past policy claim experiences and such
bonuses being granted irrespective of whether the past claim experience was with the reporting entity. In such a situation, the reduction
of the premium reflects the expected lower future claims, rather than a distribution of past surpluses.

C112.5. Liabilities for investment contracts with DPF

Financial liabilities for investment contracts with DPF represent liabilities for contracts which do not meet the definition of insurance
contracts, because they do not lead to the transfer of significant insurance risk from the policyholder to the Group, but contain DPF (as
defined in note C1.11.2).

Financial liabilities arising from investment contracts with DPF are accounted for in the same way as insurance contracts, with the
exception of investment contracts with DPF issued by Czech pension funds, which are accounted for under deposit accounting, as
financial liabilities are recorded at an amount equal to the clients’ cash received (see note C1.11.3).

CA.12.6. DPF liability for insurance contracts

DPF liability represents a contractual liability to provide significant benefits in addition to the guaranteed benefits at the discretion of
the issuer over the timing and amount of benefits and which are based on performance of defined contracts, investment returns or the
profit or loss of the issuer.

CA.13. Other provisions

A provision is recognised in the statement of financial position when the Group has a legal or constructive obligation as a result of

a past event, it is probable that an outflow of economic benefits will be required to settle the obligation, and a reasonable estimate can
be made of the amount of the obligation. If the effect is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to
the liability.
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C114. Bonds issued
Bonds issued are initially recognised at fair value, net of transaction costs incurred, and subsequently measured at amortised cost.
Amortisation of discounts or premiums and interest are recognised in “Interest expense” using the effective interest rate method.

CA.15. Financial liabilities to banks and non-banks

Financial liabilities to banks and non-banks are recognised initially at fair value, net of transaction costs incurred, and subsequently
measured at amortised cost. Amortised cost of a financial liability is the amount at which the financial liability was measured upon initial
recognition minus principal repayments, plus or minus the cumulative amortisation of any difference between that initial amount and
the maturity amount.

CA.16. Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss are liabilities classified as held-for-trading, which include primarily derivative
liabilities, that are not hedging instruments. Related transaction costs are immediately expensed. Financial liabilities at fair value through
profit or loss are measured at fair value and the relevant gains and losses from this revaluation are included in the income statement.
Financial liabilities are removed from the Statement of financial position when, and only when, they are extinguished - i.e. when the
obligation specified in the contract is discharged, cancelled or expires.

CA.17. Payables
Accounts payable are when the Group has a contractual obligation to deliver cash or another financial asset. Accounts payable are
measured at amortised cost, which will normally equal their nominal or repayment value.

C118. Net insurance premium revenue
Net insurance premium revenue includes gross earned premiums from direct insurance business and assumed (inwards) reinsurance
business, net of premiums ceded to reinsurers.

The above amounts do not include the amounts of taxes or charges levied with premiums.

Written premiums are recognized by each subsidiary of the Group following the treatment prescribed by their respective local
accounting standards, as under IFRS 4 it is possible to continue using local existing accounting standards for insurance contracts and
investment contracts with DPF.

Premiums are recognised when an unrestricted legal entitlement is established. For contracts where premiums are payable in
instalments, such premiums are recognised as written when the instalment becomes due.

Premiums are recognised as earned on a pro-rata basis over the term of the related policy coverage via the provision for unearned
premiums. For those contracts for which the period of risk differs significantly from the contract period, premiums are recognised over
the period of risk in proportion to the amount of insurance protection provided.

For investment contracts without DPF and investment contracts with DPF issued by Transformed fund no premiums are recorded, and
amounts collected from policyholders under these contracts are recorded as deposits balance of the provision for unearned premium as
at the beginning of the year and the balance as at the year end.

The change in the unearned premium provision is represented by the difference in the balance of the provision for unearned premium
as at the beginning of the year and the balance as at the year-end.

C129. Net insurance claims and benefits
Insurance technical charges include claims (benefit) expenses, the change in technical provisions and rebates and profit sharing.

Claims (benefits) expenses are represented by benefits and surrenders net of reinsurance (life) and claims paid net of reinsurance
(non-life). Benefits and claims comprise all payments made in respect of the financial year. These amounts include annuities, surrenders,
entries and withdrawals of loss provisions to and from ceding insurance enterprises and reinsurers, and external and internal claims
management costs. Sums recovered on the basis of subrogation or salvage are deducted. Claims paid are recognised at the moment
that the claim is approved for settlement.

The change in technical provisions represents change in provisions for claims reported by policyholders, change in the provision for
IBNR, change in mathematical and unit-linked provisions and change in other technical provisions.

Bonuses comprise all amounts chargeable for the financial year representing an allocation of surplus or profit arising from business as
a whole or from a section of business, after the deduction of amounts provided in previous years which are no longer required. Rebates
comprise such amounts to the extent that they represent a partial refund of premiums resulting from the experience of individual
contracts.
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C1.20. Benefits from investment contracts with DPF (investment contract benefits)
Investment contract benefits represent changes in financial liabilities resulting from investment contracts with DPF (for definition see
note C112.5).

The change in financial liabilities from investment contracts with DPF involves guaranteed benefits credited, change in DPF liabilities
from investment contracts with DPF and change in liability resulting from a liability adequacy test of investment contracts with DPF.

C1.21. Interest and similar income and interest and similar expense

Interest income and interest expense are recognised in the income statement on an accrual basis, taking into account the effective yield
of the asset or liability, or an applicable floating rate. Interest income and interest expense include the amortisation of any discount or
premium or other differences between the initial carrying amount of an interest-bearing instrument and its amount at maturity
calculated using the effective interest method.

Interest on financial assets at fair value through profit or loss is reported as a part of Net income from financial instruments at fair value
through profit or loss. Interest income and Interest expense on other assets or liabilities is reported as Interest and other investment
income or as Interest expense in the income statement.

C1.22. Other income and expense from financial assets
Other income and expenses from financial assets comprise realised and unrealised gains/losses, dividends, net trading income and
impairment loss or reversals of impairment (see note C1.30.2).

A realised gain/loss arises on derecognition of financial assets other than financial assets at fair value through profit or loss. The
amount of the realised gain/loss represents the difference between the carrying value of a financial asset and the sales price adjusted
for any cumulative gain or loss that had been recognised directly in the equity.

Net fair value gains on financial assets and liabilities at fair value through profit or loss not held-for-trading represent the amount of the
subsequent measurement of financial assets and liabilities designated at fair value through profit or loss to their fair value or the
gain/loss from disposal thereof.

Dividends from investments are recorded when declared and approved by the shareholder’s meeting of the respective company.

Net trading income represents the subsequent measurement of the “Trading assets” and “Trading liabilities” to fair value or the
gain/loss from disposal of the “Trading assets” or “Trading liabilities”. The amount of the trading income to be recorded represents the
difference between the latest carrying value and the fair value as at the date of the financial statements or the sale price.

C1.23. Income and expense from investment property
Income and expense from investment property comprise realised gains/losses triggered by derecognition, unrealised gains/losses from
subsequent measurement at fair value, rental income and other income and expense related to investment property.

C1.24. Other income and other expense

The main part of other income arises from gains and losses on foreign currency and administration services relating to the Employer’s
liability insurance provided by the Group for the state. For this type of insurance, the Group bears no insurance risk; it only
administrates the fee collection and claims settlement. The revenue is recognised in the period when the services are provided and in
the amount stated by law.

Operating lease payments are recognised in the income statement on a straight-line basis over the term of the lease. Lease incentives
granted are recognised as an integral part of the total lease expense.
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C1.25. Acquisition costs

Acquisition costs are costs arising from the conclusion of insurance or investment contracts with DPF and include direct costs, such as
acquisition commissions or the cost of drawing up the insurance document or including the insurance contract in the portfolio, and
indirect costs, such as advertising costs or the administrative expenses connected with the processing proposals and issuing policies.
A portion of the acquisition costs is deferred, such as agents’ commissions and other variable underwriting and policy issue costs.
General selling expenses and line-of-business costs as well as the commission for servicing a portfolio are not deferred unless they are
related to the acquisition of new business.

In non-life insurance, a proportion of the related acquisition costs are deferred and amortised commensurate with the unearned
premiums provision. The amount of any deferred acquisition costs is established on a similar basis as that used for unearned premiums
for a relevant line of business (product). Deferred acquisition costs are reported as other assets in the statement of financial position.

The recoverable amount of deferred acquisition costs is assessed as at each end of the reporting period as part of the liability adequacy
test.

Acquisition costs in respect of life insurance contracts and investment contracts with DPF (Discretionary Participation Feature) are
charged directly to the income statement as incurred and are not deferred.

For the investment contracts with DPF the incremental acquisition costs directly attributable to the issue of a related financial liability
carried at amortised cost are deducted from the fair value of the consideration received and included within the effective interest rate
calculation.

C1.26. Administration costs

Administration costs include costs relating to the administration of the Group. This includes personnel costs, office rental expenses and
other operating expenses. Staff costs include expenses arising from employee benefits, such as salaries and wages, management
remuneration and bonuses, social insurance. Other operating expenses include costs of premium collection, portfolio administration and
the processing of inwards and outwards reinsurance.

C1.27. Reinsurance commissions and profit participations

Reinsurance commissions and profit participations include commissions received or the receivable from reinsurers and profit
participations based on reinsurance contracts. Non-life reinsurance commissions are deferred in a manner consistent with the deferral
of acquisition costs in non-life insurance.

C1.28. Income tax
Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the income statement
except to the extent that it relates to items recognised in equity, in which case it is also recognised in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted as at the
end of the reporting period, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the liability method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Temporary differences from the initial
recognition of assets or liabilities outside of business combinations that affect neither accounting nor taxable profit are not provided
for. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets
and liabilities, using tax rates that are expected to apply in the year when the asset is realised or the liability is settled, based on tax
rates enacted or substantially enacted as at the end of the reporting period.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available, against which the asset
can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax assets against current
income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

C1.29. Employee benefits

C1.291. Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve months
of the end of the period in which the employees render the related service. Short-term employee benefits mainly include wages and
salaries, management remuneration and bonuses, remuneration for membership in Group boards and non-monetary benefits. The
Group makes contributions to the government pension scheme at the statutory rates in force during the year, based on gross salary
payments. The benefits are recognised in an undiscounted amount as an expense and as a liability (accrued expense).
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C1.29.2. Other long-term employee benefits

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that are not
due to be settled within twelve months after the end of the period in which the employees render the related service. The benefits are
measured at present value of the defined obligation as at the balance sheet date using the projected unit credit method.

C1.29.3. Post-employment benefits

Post-employment benefits are employee benefits (other than termination benefits) that are payable after the completion of
employment. The Group makes contributions to the government health, accident and guarantee insurance and unemployment schemes
at the statutory rates in force during the year, based on gross salary payments. Throughout the year, the Group made contributions
defined by relevant laws to such schemes. The cost of these Group-made contributions is charged to the income statement in the same
period as the related salary cost as this is a defined contribution plan. There are no further obligations of the Group in respect of
employees’ post employment benefits.

C1.294. Termination benefits

Termination benefits are employee benefits payable as a result of the Group’s decision to terminate an employee’s employment before
the normal retirement date, or as a result of an employer’s decision to provide benefits upon termination of employment as an offer
made to employees in order for them to accept voluntary redundancy.

The Group recognises termination benefits when it is demonstrably committed to either: terminating the employment of current
employees according to a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of an offer
made to encourage voluntary redundancy. Benefits falling due more than 12 months after the balance sheet date are discounted to
present value.

C1.30. Other accounting policies

C1.30.1. Foreign currency translation

A foreign currency transaction is a transaction that is denominated in or requires settlement in a currency other than the functional
currency. The functional currency is the currency of the primary economic environment in which the entity operates. A foreign currency
transaction is recorded, on initial recognition in the functional currency, by applying the exchange rate effective as at the date of the
transaction to the foreign currency amount.

Translation from functional to presentation currency

The items in the statement of financial position in functional currencies that are different from the presentation currency of the
Company (the entities in Poland, Slovakia and Romania) were translated into Czech Crowns (CZK) based on the exchange rates as at the
end of the year.

Income statement items were translated based on the actual exchange rates as at the dates of the transactions.

The exchange rate differences arising from the translation are accounted for in other comprehensive income in an appropriate reserve
and are recognised in the income statement only at the time of the disposal of the investments.

At each end of the reporting period:

- Foreign currency monetary items are translated using the closing foreign exchange rate; and

- Available for sale equity financial assets denominated in a foreign currency, which are carried at fair value, are translated using the
foreign exchange rates ruling as at the dates the fair values were determined.

Exchange differences arising from the settlement of monetary items or from translation of the Group’s monetary items at rates
different from those at which they were initially recorded or reported in previous financial statements are recognised as “Other income’
or as “Other expenses” in the period in which they arise (see note C1.24). Translation differences on non-monetary items, such as
equities held at fair value through profit or loss, are reported as part of the fair value gain or loss. Translation differences on non-
monetary items, such as equity instruments classified as available for sale financial assets, are included in the caption “Revaluation -
financial assets AFS” in the shareholders’ equity unless fair value hedge accounting is applied.

»

Translation of balances and transactions from functional currencies to presentation currency is described in Note B.2.
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C1.30.2. Impairment

The carrying amounts of the Group’s assets, other than investment property (see note C1.2), deferred acquisition costs (C1.25),
inventories, goodwill (C111) and deferred tax assets (C1.28), are reviewed as at each end of the reporting period to determine whether
there is any indication of impairment. This determination requires judgement. If any such indication exists, the asset’s recoverable
amount is estimated. The recoverable amount is measured annually regardless of any indication of impairment for intangible assets not
yet available for use.

An impairment loss is recognised to the extent that the carrying amount of an asset exceeds its recoverable amount. Impairment losses
are recognised in the income statement; net impairment losses are the main part of other expense for financial instruments and other
investments, net reversals of impairment are part of other income from financial instruments and other investment (C1.24).

Individual impairment losses are losses that are specifically identified. Collective impairment losses are losses that are present in
a portfolio of loans or receivables but not specifically identified.

Impairment of financial assets

A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably
estimated.

Evidence of impairment includes, for example, significant financial difficulties of the issuer, default or delinquency in interest or principal
payments, the probability that the borrower will enter bankruptcy or other financial reorganisation and the disappearance of an active
market for the financial asset.

In all these cases, any impairment loss is recognised only after a careful analysis of the type of loss has established that the conditions
exist to proceed with the corresponding recognition. The analysis includes considerations of the recoverable value of the investment,
checks on the volatility of the stock versus the reference market or compared to competitors, and any other possible quality factor. The
analytical level and detail of the analysis varies based on the significance of the latent losses of each investment.

A significant or prolonged decline in the fair value of an investment in an equity instrument below its cost is considered to be objective
evidence of impairment. The Group considers prolonged decline to be 12 months. Significant decline is assessed to be for unrealised loss
higher than 30 %. The recoverable amount of the Group’s investments in held-to-maturity securities is calculated as the present value
of expected future cash flows, discounted at the original effective interest rate inherent in the asset. Receivables with a short duration
are not discounted.

Loans and advances are reported net of allowances for loan losses to reflect the estimated recoverable amounts. Receivables are stated
at their cost less impairment losses.

The recoverable amount of an available for sale asset is the current fair value. When there is objective evidence that it is impaired, the
decline in fair value that had been recognised directly in other comprehensive income is reclassified to the income statement.

An impairment loss in respect of a held-to-maturity security, loan, advance or receivable, available for sale debt instrument is reversed
through the income statement (up to the amount of the amortised cost) if the subsequent increase in recoverable amount can be
attributed objectively to an event occurring after the impairment loss was recognised.

An impairment loss in respect of available for sale equity instruments is not reversed through the income statement and any
subsequent increase in fair value is recognised in other comprehensive income.

Impairment of non-financial assets

The recoverable amount of other assets is the greater of their fair value less costs of disposal and the value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

In respect of other assets, an impairment loss is reversed through the income statement if there has been an increase in the recoverable
amount and the increase can be objectively related to an event occurring after the date of the impairment. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount of the asset that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

The carrying amount of subsidiaries is tested for impairment annually. The Group observes if events or changes in subsidiaries’ business
indicate that it might be impaired. The Group considers the decreasing equity of a subsidiary as a key indicator of potential impairment.

Goodwill impairment testing is disclosed in notes C1.1.1 and F1.1.
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C1.30.3. Segment reporting

A segment is a component of the Group that engages in business activities from which the Group may earn revenues and incur
expenses and whose operating results are regularly reviewed by the chief operations decision maker of the Group to make decisions
about resources to be allocated to the segment and assess its performance and for which discrete financial information is available
(business segment).

Measurement of segment assets and liabilities and segment revenues and results is based on the accounting policies set out in the
accounting policy notes.

The reportable segments are strategic Group activities that offer different services. They are managed separately and have different
marketing strategies.

C1.304. REPO/reverse REPO transactions

Securities sold under agreements to repurchase at a specified future date are not derecognised from the statement of financial position
as the Group retains substantially all of the risks and rewards of ownership. The corresponding cash received is recognised in the
statement of financial position as an asset with a corresponding obligation to return it, including accrued interest as a liability within
cash collateral on securities lent and repurchase agreements, reflecting the transaction’s economic substance as a loan to the Group.
The difference between the sale and repurchase prices is treated as interest expense and is accrued over the life of agreement using the
effective interest rate.

When the counterparty has the right to sell or re-pledge the securities, the Group reclassifies those securities in its statement of
financial position to financial assets held for trading pledged as collateral or to financial investments available for sale pledged as
collateral, as appropriate.

Conversely, securities purchased under agreements to resell at a specified future date are not recognised in the statement of financial
position. The consideration paid, including accrued interest, is recorded in the statement of financial position, within cash collateral on
securities borrowed and reverse repurchase agreements, reflecting the transaction’s economic substance as a loan by the Group. The
difference between the purchase and resale prices is recorded in net interest income and is accrued over the life of the agreement using
the effective interest rate.

If securities purchased under an agreement to resell are subsequently sold to third parties, the obligation to return the securities is
recorded as a short sale within financial liabilities held for trading and measured at fair value with any gains or losses included in net
trading income.

C1.30.5. Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the Statement of financial position only when there is an
unconditional and legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

C1.30.6. Share-based payments

Employees of the Group receive remuneration in the form of share-based payments, whereby employees render services as
consideration for equity instruments (equity-settled transactions). The Group has no obligation to settle the share-based transaction,
transaction will be settled by shares issued by Assicurazioni Generali S.p.A. (ultimate parent company).

Equity-settled transactions

The cost of equity-settled transactions is determined by the fair value at the date when the grant is made using an appropriate
valuation model. That cost is recognised together with a corresponding increase in retained earnings in equity, over the period in which
the performance and/or service conditions are fulfilled. The cumulative expense recognised for equity-settled transactions at each
reporting date until the vesting date reflects the extent to which the vesting period has expired and the best estimate of the number of
equity instruments that will ultimately vest. The statement of profit or loss expense or credit for a period represents the movement in
cumulative expense recognised as at the beginning and end of that period and is recognised in other expenses.

No expense is recognised for awards that do not ultimately vest, except for equity-settled transactions for which vesting is conditional
upon a market or non-vesting condition. These are treated as vesting irrespective of whether or not the market or non-vesting
condition is satisfied, provided that all other performance and/or service conditions are satisfied.

When the terms of an equity-settled award are modified, the minimum expense recognised is the expense had the terms had not been
modified, if the original terms of the award are met. An additional expense is recognised for any modification that increases the total
fair value of the share-based payment transaction, or is otherwise beneficial to the employee as measured at the date of modification.
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C1.30.7. Fair value measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. A fair value measurement assumes that the asset or liability is exchanged in an orderly
transaction between market participants to sell the asset or transfer the liability at the measurement date under current market
conditions.

The fair value of financial instruments and other assets and liabilities is based on their quoted market price as at the end of the
reporting period without any deduction for transaction costs. If a quoted market price is not available or if the market for an asset or
liability is not active, the fair value is estimated using pricing models or discounted cash-flow techniques.

A quoted instrument is an instrument that is negotiated on a regulated market or on a multilateral trading facility. To assess whether
the market is active or not, the Group carefully determines whether the quoted price really reflects the fair value, i.e. in cases where the
price has not changed for a long period or the Group has information about an important event but the price did not change
accordingly, the market is not considered active. An active market for the asset or liability is a market in which transactions for the asset
or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.

Discounted cash flow techniques use estimated future cash flows, which are based on management estimates, and the discount rate,
which is constructed from risk-free rates adjusted by risk margin (credit spread). This is usually derived from an instrument with similar
terms and conditions (ideally from the same issuer, similar maturity and seniority) which reflects the market price in the best way.

In general, if pricing models are used, inputs are based on market-related measures as at the end of the reporting period which limits the
subjectivity of the valuation performed by the Group, and the result of such a valuation best approximates the fair value of an instrument.

The fair value of derivatives that are not exchange-traded is as at the end of the reporting period estimated using appropriate pricing
models as described in the previous paragraph taking into account current market conditions and the current creditworthiness of the
counterparties. In the case of options, Black-Scholes models are applied. Also, for any other over-the-counter instruments (CDS, IRS,
CCS, etc.), widely recognized models are applied and, again, the parameters of the valuation intend to reflect the market conditions.

Valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and minimising the use of unobservable inputs are used.

The fair value hierarchy (defined by IFRS 13) into three levels has been used. The fair value hierarchy categorises the inputs to valuation

techniques used to measure fair value:

- Level Tinputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the
measurement date;

- Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
or indirectly;

- Level 3 inputs are unobservable inputs for the asset or liability.

The fair value of financial instruments traded in active markets is based on quoted market prices at the end of the reporting period.
These instruments are included in level 1.

The fair value assets or liabilities that are not traded in an active market (for example, over-the-counter derivatives or unquoted bonds)
is determined by using valuation techniques. If all significant inputs required to fair value an instrument are observable on the market,
the instrument is included in level 2. Specific valuation techniques used in valuation include mainly quoted market prices or over-the-
counter offers for similar instruments, cash flow estimation and risk-free curves.

If one or more of the significant inputs is not based on observable market data, the instrument is included in Level 3.
Level 3 contains the assets and liabilities where market prices are unavailable and entity specific estimates are necessary.

Assets and liabilities are considered Level 3 when their values are determined using pricing models, discounted cash flow methodologies

or similar techniques and at least one significant model assumption or input is unobservable. Level 3 instruments also include those for

which the determination of fair value requires significant expert judgment or estimation. A general description of the valuation

techniques used for Level 3 assets and liabilities is provided below.

- Independent evaluation of third party - the adequacy of the price results from evaluations, reports or fairness opinions issued by
independent third parties;

- Price based on the amount of Shareholder’s equity;

- Price that incorporates additional information about the value of an instrument (insufficient value of illiquid underlying assets in case
of funds/hedge funds, not enough resources to finance junior tranches in case of structured products like CDO, default of an
issuer,...).
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The following table provides a description of the valuation techniques and the inputs used in the fair value measurement:

Level 2

Level 3

Equities

The fair value is mainly determined using independent
evaluation provided by third party or is based on the
amount of shareholders’ equity.

Investment funds

The fair value is mainly based on the information about
value of underlying assets. Valuation of underlying
assets requires significant expert judgment or
estimation.

Bonds, Loans

Bonds are valued using discounted cash flow technique.
It uses estimated future cash flows and the discount rate,
which is constructed from risk-free rates adjusted

by credit spread. The spread is usually derived

from an instrument with similar terms and conditions
(ideally from the same issuer, similar maturity and
seniority) which reflects the market price in the best way.

Indicative price is provided by third party or significant
expert judgment is incorporated in discounted cash flow
technique used for Level 2.

Derivatives

Derivatives are valued using discounted cash flow
technique. An estimated future cash flows and market
observable inputs like the risk free rates and foreign
exchange rates are used.

Deposits, Reverse REPO
operations, Deposits
under reinsurance business

These instruments are valued using discounted cash flow
technique. An estimated future cash flows and market
observable inputs like the risk free rates, foreign
exchange rates and swap spreads are used.

Financial liabilities
at amortised costs

The fair value of debt instruments issued by the Group
are valued using discounted cash flow models based
on the current marginal rates of funding of the Group
for similar types of loans, with maturities consistent
with the maturity of the debt instruments subject

to valuation.

Investment properties

The fair value is determined using independent valuation
provided by third party and is based on the market value
of the property. The independent valuator is adopting

2 valuation techniques: Income approach (Discounted
cash flows) technique and Comparison method
(comparing recent sales of similar properties in the
surrounding or competing area to the subject property).

The table below shows Level 3 unobservable inputs (million CZK):

Description Fair value Valuation Non-market Range
as at 31 December 2016 technique(s) observable input(s)

Equities 4 net asset value n/a n/a

Investment funds 157 expert judgment  value of underlying instruments n/a

Bonds Government 1,759 discounted cash flow technique level of yield 35-50 bps

Bonds Corporate 788 discounted cash flow technique level of credit spread 160-1,050 bps

Investment property

10,214 external valuation expert

similar transactions 2,643-3244:0 CZK/sqm

Where possible, the Group tests the sensitivity of the fair values of Level 3 investments to changes in unobservable inputs to
reasonable alternatives. Where possible, valuations for Level 3 investments are sourced from independent third parties and, where
appropriate, validated against internally-modelled valuations, third-party models or broker quotes.

Where third-party pricing sources are unwilling to provide a sensitivity analysis for their valuations or where no third-party pricing

source is available, the Group undertakes, where feasible, sensitivity analysis on the following basis:

- For third-party valuations validated against internally-modelled valuations using significant unobservable inputs, the sensitivity of the
internally modelled valuation to changes in unobservable inputs to a reasonable alternative is determined.

- For third-party valuations either not validated or validated against a third-party model or broker quote, the third-party valuation in its
entirety is considered an unobservable input. Sensitivities are determined by flexing inputs of internal models to a reasonable
alternative, including the yield, NAV multiple, IRR or other suitable valuation multiples of the financial instrument implied by the third-
party valuation. For example, for a fixed income security the implied yield would be the rate of return which discounts the security’s

contractual cash flows to equal the third-party valuation.
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On the basis of the methodology outlined above and the ranges specified in the table with unobservable inputs the Group is able to
perform a sensitivity analysis for CZK 2.5 billion of the Group’s Level 3 investments. For these Level 3 investments, changing
unobservable valuation inputs to a reasonable alternative would result in a change in fair value by CZK + 01 billion.

The policy on the timing of recognising transfers, which is based on the date of the event or changes in circumstances that caused the
transfer, is the same for transfers into the levels as for transfers out of the levels.

C1.30.8. Fair value hedge

The Group designates certain derivatives as hedges of the fair value of recognised assets. From 1 October 2008, hedge accounting has
been applied to derivatives hedging a currency risk on all non-derivative financial assets denominated in or exposed to foreign
currencies (equities, bonds, investment funds, etc.). As of 1July 2011, hedge accounting has also been applied to derivatives hedging an
interest rate exposure of interest-bearing financial assets.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income statement,
together with any changes in the fair value of the hedged assets or a portion of fair value, of the hedged assets that are attributable to
the hedged risk.

At the inception of the transaction, the Group documents the relationship between hedging instruments and hedged items, as well as
its risk management objective and strategy for undertaking hedging transactions.

The Group also documents its assessment of the hedging effectiveness, (compliance with the 80-125% rule), both at hedge inception
and on an ongoing basis, of whether the derivatives that are used in hedging transactions are expected to be and have been highly
effective in offsetting changes in the fair values of hedged items.

C1.30.9. Cash flow hedge
The Group designates certain derivatives as hedges of the cash flow of future interest payments.

At the inception of the transaction, the Group documents the relationship between hedging instruments and hedged items, as well as
its risk management objective and strategy for undertaking hedging transactions.

The hedging instrument is remeasured at fair value attributable to the hedged interest rate risk as at the balance sheet date. The
appropriate part of this revaluation attributable to the effective hedging is recognized through other comprehensive income in the
revaluation reserve within the Group’s equity.

The Group also documents its assessment of the hedging effectiveness, both at hedge inception and on an on-going basis, of whether
the derivatives that are used in hedging transactions are expected to be and have been highly effective in offsetting changes in the fair
values of hedged items.

If the change in fair value of the hedging instrument is larger than the change in fair value of the hedged item, then the equity accounts
reflect only the change in fair value of the derivative in the amount of change in fair value of the hedged item. Identified hedge
ineffectiveness is recognized in the income statement within line Net income / (losses) from financial instruments at fair value through
profit and loss.

C1.30.10. Embedded derivatives
Certain financial instruments include embedded derivatives, where economic characteristics and risks are not closely related to those of
the host contract. The Group designates these instruments at fair value through profit or loss.

The Group does not separately measure embedded derivatives that meet the definition of an insurance contract. No derivatives that are
not closely related and are embedded in insurance contracts were identified.

C.2. Non uniform accouting policies of subsidiaries
The Group has taken the advantage of the exemption available under IFRS 4.25(c) to continue using non-uniform accounting policies for
insurance contracts (and investment contracts with DPF) of its subsidiaries.

As a result, the amounts received from policyholders under investment contracts with DPF issued by Czech pension funds subsidiaries
continue to be recognised as deposits, in contrast to the Group’s accounting policy of recognising premium income under such
contracts (see note C1.11.3).
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C.3. Principal assumptions

C.32. Life insurance liabilities

Actuarial assumptions and their sensitivities underlie the insurance calculation. The life insurance liability (mathematical provision) is
calculated by a prospective net premium valuation (see note C112.2) using the same statistical data and interest rates used to calculate
premium rates (in accordance with the relevant national legislation). The assumptions used are locked in at policy inception and remain
in-force until expiry of the liability. The adequacy of insurance liabilities is tested with a liability adequacy test (see note C3.3).

The guaranteed technical rate of interest included in policies varies from 1.3% to 6% according to the actual technical rate used in
determining the premium.

As a part of the life insurance provision, an additional provision is established in respect of bonuses payable under certain conditions,
referred to as “special bonuses”. This provision corresponds to the value of special bonuses calculated using the prospective method
and using the same interest rate and mortality assumptions used to calculate the basic life insurance provision. No allowance is made
for lapses.

C.3.2. Non-life insurance liabilities
As at the end of the reporting period, a provision is made for the expected ultimate cost of settling all claims incurred in respect of
events up to that date, whether reported or not, together with related claims handling expenses, less the amounts already paid.

The liability for reported claims (RBNS) is assessed on a separate case-by-case basis with due regard to the claim circumstances,
information available from loss adjusters and historical evidence of the size of similar claims. Case reserves are reviewed regularly and
are updated as and when new information arises.

The estimation of claims incurred but not reported (IBNR) is generally subject to a greater degree of uncertainty than reported claims.
IBNR provisions are predominantly assessed by the Group’s actuaries using statistical techniques such as chain ladder methods,
whereby historical data is extrapolated in order to estimate ultimate claims costs.

To the extent that these methods use historical claims development information, they assume that the historical claims development
pattern will occur again in the future. There are reasons why this may not be the case, which, insofar as they can be identified, have
been allowed for by modifying the methods. Such reasons include:

a) economic, legal, political and social trends (resulting in different than expected levels of inflation);

b) changes in the mix of insurance contracts incepted;

c) random fluctuations, including the impact of large losses.

IBNR provisions are initially estimated at a gross level and a separate calculation is carried out to estimate the size of reinsurance recoveries.

The assumptions that have the greatest effect on the measurement of non-life insurance liabilities are as follows:

“Tail” factors

For long-tail business, the level of provision is significantly influenced by the estimate of the development of claims from the latest
development year for which historical data is available to ultimate settlement. These tail factors are estimated prudently using
mathematical curves, which project observed development factors.

Annuities
In motor third party liability insurance (MTPL) and other third party liability lines, part of the claims payment may be in the form of an
annuity. The provision for such claims is established as the present value of expected future claims payments.

The key assumptions involved in the calculation are the discount rate, the expected increase in wages and disability pensions which
influence the amount of annuities to be paid. The Group follows guidance issued by the Czech Insurers’ Bureau and similar bodies in
other countries in setting these assumptions.

Under current legislation, future increases in disability pensions are set by governmental decree and may be subject to social and
political factors beyond the Group’s control. The same applies to the real future development of annuity inflation (it is also dependent
on governmental decrees).
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Discounting
With the exception of annuities, non-life claims provisions are not discounted. For annuities, discounting is used as described in the
table below.

2016-2019 from 2020

Discount rate 1% pa. 1% p.a.
Annuity inflation

Wages inflation 4.5% pa. 35% pa.

Pensions inflation 1.5% p.a. 3.5% pa.

The rates shown above reflect the economic situation in the Czech Republic and are bound to the Czech Crown.

In addition, the Group takes mortality into account through the use of mortality tables recommended by the Czech Insurers’ Bureau.
C.3.3. Liability adequacy test (LAT)

C3.31. Life insurance

The life insurance liabilities are tested as at the end of each reporting period against a calculation of the minimum value of the liabilities
using explicit and consistent assumptions of all factors. Input assumptions are updated regularly based on recent experience. The
principle of LAT is a comparison of the minimum value of the liabilities (the risk adjusted value of the cash-flows discounted by risk
free-rate) arising from lines of business with the corresponding statutory provision.

Due to the levels of uncertainty in the future development of the insurance markets and the Group’s portfolio, the Group uses margins
for risk and uncertainty within liability adequacy tests. Margins are calibrated to be consistent with the result of risk valuation in the
Internal Model (FV Liabilities calculation for Solvency Il purpose).

The principal assumptions used (see notes C34.1 and C51) are:

Segmentation

The LAT is performed separately on the different lines of business. There is no interaction between different lines of business in the
model and no offset of the LAT results between individual lines of business is allowed. Segmentation is currently based on the main risk
drivers as follows:

- Protection - includes all the products classified as Accident and Disability and Pure Risk;

- Unit Linked - products where policyholder bear the investment risk;

- Saving - all of the other products not already included in the previous classes

Mortality
For mortality assumptions, the analyses of the Group’s portfolio past experience and population mortality is used. The experience
portfolio mortality rates are calculated separately for each portfolio group, age, and gender.

Persistency
Future contractual premiums are included without any allowance for premium indexation. Estimates for lapses and surrenders are based
on the Group’s past experience and future expectations.

Expense
The expenses assumptions are derived from the latest forecasts, following the internal guidance on unit costs. The expenses are
increased by the inflation rate.

Discount rate
The discount rate is equal to risk-free yield curve reported by EIOPA for the Czech Republic. We consider this curve appropriate for the
LAT test and portfolio of the Company.

Interest rate guarantee

The interest rate guarantee is calculated using an internal model calibrated to MCEEV valuation of financial options and guarantees
(FO&G), which includes a comprehensive view on the assets and liabilities of the Group. The calibration is based on the last known time
value of FO&G arising from the stochastic model in MCEEV and the expected development of volatilities. The model reflects the actual
yield curve.
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Profit sharing

Whilst for most life insurance policies the amount and timing of the bonus to policyholders is at the discretion of the Group, the
assessment of liability adequacy takes future discretionary bonuses, calculated as a fixed percentage of the excess of the risk-free rate
over the guaranteed technical interest rate on individual policies, into account. The percentage applied is consistent with the Group’s
current business practices and expectations for bonus allocation.

Annuity option

The option to choose between a lump sum payment and an annuity is available to policyholders under annuity insurance. For the
purposes of the liability adequacy test, the Group assumes an annuity option take-up rate increasing from the level of 2% - 4% (current
level based on internal analysis) to 5% - 10% (future expected market development) in the long-term horizon for all eligible
policyholders.

C.3.3.2. Investment contracts with Discretionary Participation Features (DPF)
Investments contracts with DPF are included within the liability adequacy test for life insurance as described above.

C.3.3.3. Non-life insurance
In contrast to life insurance, insurance liabilities connected with non-life insurance are calculated by using current (not historical)
assumptions and therefore no additional liabilities are established for outstanding claims as a result of a liability adequacy test.

The liability adequacy test for non-life insurance is therefore limited to the unexpired portion of existing contracts. It is performed by
comparing the expected value of claims and expenses attributable to the unexpired periods of policies in force at the end of the
reporting period with the amount of unearned premiums in relation to such policies after deducting deferred acquisition costs. Expected
cash flows relating to claims and expenses are estimated by reference to the experience during the expired portion of the contract,
adjusted for significant individual losses which are not expected to recur.

The test is performed by product groups which comprise insurance contracts with a similar risk profile.

For annuities, the assumptions used to establish the provision include all future updated cash flows with changes being recognised
immediately in the income statement. As such, no separate liability adequacy test is required to be performed.

In case of a negative result of the non-life liability adequacy test, the deferred acquisition costs are decreased. If the result is still
negative, a provision for unexpired risk is created.

C34. Significant variables
Profit or loss recognised on insurance contracts and insurance liabilities are mainly sensitive to changes in mortality, lapse rates,
expense rates, discount rates and annuities which are estimated for calculating adequate value of insurance liabilities during the LAT.

The Group has estimated the impact on profit for the year and equity as at the year end for changes in key variables that have
a material impact on them.

C341. Life insurance
According to the Liability Adequacy Test, life statutory reserves are sufficiently adequate in comparison to minimum value of the
liabilities and the changes in variables other than the discount rate has no impact on profit for the year and equity.

Life insurance liabilities as at 31 December 2016 according to the Liability Adequacy Test were not sensitive to a change in any variable.
Life insurance liabilities as at 31 December 2015 were also not sensitive to a change in any variable.

The decrease and increase by 10% in mortality rate, lapse rate, expense rate and 100 bp decrease and increase in the discount rates
were tested. Changes therein represent reasonably possible changes in a variable which represent neither expected changes in variable
nor worst-case scenarios. The analysis has been prepared for a change in a variable with all other assumptions remaining constant and
ignores changes in the values of the related assets.

C.34.2. Non-life insurance
In non-life insurance, variables that would have the greatest impact on insurance liabilities relate to annuities.

In CZK million, for the year ended 31 December 2016 Change Change in insurance Change in insurance
Variable in variable liabilities (gross) liabilities (net)
Discount rate (100) bp 302 190
Pension growth rate 100 bp 296 187
In CZK million, for the year ended 31 December 2015 Change Change in insurance Change in insurance
Variable in variable liabilities (gross) liabilities (net)
Discount rate (100) bp 379 239
Pension growth rate 100 bp 37 235




Ceska pojistovna a.s. = Annual Report 2016 = Notes to the Consolidated Financial Statements 93

C.4. Terms and conditions of insurance and investment contracts with DPF that have a material impact on the amount, timing
and uncertainty of future cash flows

C4. Non-life insurance contracts

The Group offers many forms of general insurance, mainly motor insurance, property insurance and liability insurance. Contracts may be
concluded for a fixed term of one year or on a continuous basis with either party having the option to cancel at 8 weeks’ notice. The
Group is therefore generally able to re-price the risk by revising the premium at intervals of not more than one year. It also has the
ability to impose deductibles and reject fraudulent claims.

Future insurance claims are the main source of uncertainty influencing the amount and the timing of future cash flows.
The amount of particular claim payments is limited by the sum insured, which is established in the insurance policy.

The other significant source of uncertainty connected with non-life insurance arises from legislative regulations which entitle the
policyholder to report a claim before the time of expiration, which usually lasts 3-4 years from the date, when the policyholder becomes
aware of the claim. This feature is particularly significant in the case of permanent disability arising from accident insurance, because of
the difficulty in estimating the period between occurrence and confirmation of permanent effects.

The following statements describe characteristics of particular types of insurance contracts if they are significantly different from the
above-mentioned features.

Motor insurance

The Group motor portfolio comprises both motor third party liability insurance (MTPL) and motor (CASCO) insurance. MTPL insurance
covers bodily injury claims and property claims in the Czech Republic as well as claims caused abroad by insured motorists under the
Green Card system.

Property damage under MTPL and CASCO claims are generally reported and settled within a short period of the accident occurring.
Payments relating to bodily injury claims, however, take longer to finalise and are more difficult to estimate. Such claims may be settled
in the form of a lump-sum settlement or an annuity.

For claims relating to bodily injury and related losses of earnings, the amount of the related claim payments is derived from
governmental decree. This requirement may have a retrospective effect on claims incurred before the effective date of this requirement.

Policyholders are entitled to a no-claims-bonus on renewal of their policy where the conditions are fulfilled.

The amount of claim payment for damage of property and compensation for losses of earnings does not exceed CZK 100 million per
claim, as well as compensation for damage to health.

Casco insurance represents standard insurance against damage; claim payment is limited by the sum insured and the amount of
participation.

Property insurance

This is broadly split into Industrial and Personal lines. For Industrial lines, the Group uses risk management techniques to identify and
evaluate risks and analyses possible losses and hazards and also cooperates with reinsurers. Risk management techniques include
primarily inspection visits in the industrial areas performed by risk management team which consist of professionals with a long term
experience and deep safety rules knowledge. Personal property insurance consists of the standard buildings and contents insurance.

Claims are normally notified promptly and can be settled without delay.

Liability insurance

This covers all types of liabilities and includes commercial liabilities, directors and officers and professional indemnity as well as personal
liability.

While the majority of general liability coverage is written on a "claims-made basis", certain general liability coverage is typically insured
on an "occurrence basis".

Accident insurance
Accident insurance is traditionally sold as a rider to the life products offered by the Group and belongs to the life insurance segment.
Only a small part of accident insurance is sold without life insurance.
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C4.2. Life insurance contracts

Bonuses

Over 90% of the Group’s life insurance contracts include an entitlement to receive a bonus. Bonuses to policyholders are granted at the
discretion of the Group and are recognised when proposed and approved by the Board of Directors in accordance with the relevant
legal requirements. Once allocated to policyholders, bonuses are guaranteed (see note C111.2).

Premiums

Premiums may be payable in regular instalments or as a single premium at the inception of the policy. Most endowment-type insurance
contracts contain a premium indexation option which may be exercised at the discretion of the policyholder annually. Where the option
is not exercised, premiums are not increased with inflation.

Term life insurance products

Traditional term life insurance products comprise the risk of death, a waiver of premium in case of permanent disability and accident
rider. Premiums are paid regularly or as a single premium. Policies offer fixed or decreasing sum insured in case of death. The policies
offer protection from a few years up to medium long-term. Death benefits are only paid if the policyholder dies during the term of
insurance. The waiver of a premium arises only in case of an approved disability pension of the policyholder.

The period of disability is the main source of uncertainty connected with life insurance products. It is limited by the contractual
minimum duration of the insurance policy and by the end of the insurance period.

Endowment products

These are also traditional term life insurance products providing life-long financial protection. Many long-term policies have tax
advantages and give the insured the possibility to finance their needs in retirement. Capital life insurance products for regular or single
premium offers covering risk of death, endowment, dread diseases, waiver of premium in case of disability and accident rider. Insurance
benefits are usually paid as a lump-sum.

Variable capital life insurance products

Variable capital life insurance products offer all types of insurance risk as traditional capital life insurance products. In addition, they
offer the policyholder the possibility to pay an extra single premium during the term of the insurance. The policyholder can ask to
interrupt payment for regular premium, to withdraw a part of the extra single premium, to change the term of insurance, risks, sum
insured and premium.

Children’s insurance products

These products are based on traditional life risk: the death or endowment of assured, a waiver of the premium with a disability and
accident rider. They are paid regularly. The term of insurance is usually limited to the 18th birthday of the child for which the policy is
negotiated. Benefits may be in the form of a lump-sum or annuity payment.

Unit-linked life insurance
Unit-linked are those products where the policyholders carry the investment risk.

The Group earns management, administration fees and mortality results on these products.

Unit-linked life insurance combines traditional term life insurance, with risks of death or serious diseases together with a waiver of the
premium in the event of permanent disability, with the possibility of investing a regular premium or extra single premium to some
investment funds. The policyholder defines funds and the ratio of premium where payments are invested and can change the funds and
ratio during the contract. They can also change sums assured, regular premium, and insurance risks. They can pay an additional single
premium or withdraw a part of the extra single premium.

Retirement insurance for regular payments (with interest rates)

Life-long retirement programme products include all kinds of pensions paid off in the event of death, dread diseases or maturity of
agreed age of assured, options for variable combination of component. The policyholder can pay the premium regularly or in a single
payment. Basic types of pension are short-term pension and lifetime pension.

C4.3. Investment contracts with DPF

Adult deposit life or accident insurance with returnable lump-sum principal

These types of life or accident products allow policyholders to pay a single returnable deposit at the beginning of the policy. The interest
earned on the deposit is used to pay the annual premiums. The deposit is returned at the end of insurance or on death or other claim
event. These contracts also entitle the policyholder to a discretionary bonus, determined as under life insurance contracts.

For further details on contracts with DPF, see note C111.2.
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C.5. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

C.5.1. Assumptions used to calculate insurance liabilities

The Group uses certain assumptions when calculating its insurance liabilities. The process used to determine the assumptions that have
the greatest effect on the measurement of the items in the Group’s financial statements, and the effects of changes in the assumptions
that would have a material effect on the recognised amounts, are discussed in note C34.

C.5.2. Fair value of derivatives and other financial instruments

The fair value of financial instruments that are not traded on an active market (for example, over-the-counter derivatives) is determined
using valuation techniques. The Group uses its judgement to select a variety of methods and makes assumptions that are mainly based
on the market conditions existing as at each end of the reporting period (see also note C14).

C.6. Changes in accounting policies and prior year period restatement
C.6.1. Changes in financial statements presentation

Presentation of FX derivatives

In order to improve the presentation of financial instruments performance, the Group decided to adjust and unify the presentation of
gains/losses from FX derivatives, other than unit-link investments derivatives, in the Income statement. The overall result from these FX
derivatives previously presented as a part of realised and unrealised gains and losses from derivatives is now presented as a gains and
losses in foreign currency.

The Group has performed retrospective restatements of the Income statement.
The following table shows the impact of the change in the presentation:

(CZK miillion) 2015 2015
restated

Net income / losses from financial assets at fair value through profit of loss

Financial assets 7 972
Interest income and other income 291 291
Realised gains 122 2,743
Realised losses (204) (2,198)
Unrealised gains 354 516
Unrealised losses (492) (380)

Financial liabilities (216) (1,804)
Interest expenses (629) (629)
Other income 45 45
Realised gains 75 1,289
Realised losses (5) (2,564)
Unrealised gains 37 380
Unrealised losses (73) (325)

Total (145) (832)

Other income

Gains on foreign currencies - 591

Other expenses

Losses on foreign currencies (96) -
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Of which relates to the Transformed fund:

(CZK million) 2015 2015
restated

Net income / losses from financial assets at fair value through profit of loss

Financial assets 29 102
Interest income and other income 74 7t
Realised gains 22 1179
Realised losses (30) (17176)
Unrealised gains 35 98
Unrealised losses (72) (73)

Financial liabilities 77) (521)
Interest expenses (220) (220)
Realised losses - (325)
Unrealised gains 143 143

Unrealised losses - (119)
Total (48) (419)
Other income

Gains on foreign currencies 35 406

Presentation of other income and other expense

The volume of services, which the Group acquires and further reinvoices to other GCEE group companies has increased. In prior years
these reinvoiced services were presented net in the Income statement of the Group. In order to improve presentation of the financial
statements, the Group decided to change the presentation and the expense related to the shared services acquired is presented as

a part of “Other expense” and the income from these services reinvoiced to other companies is presented as a part of “Other income”.

The Group has performed retrospective restatements of the Income statement.

The following table shows the impact of the change in the presentation:

(CZK million) 2016 2015 2015
restated

Other income

Income from service and assistance activities and recovery of charges 730 530 288

of which change in presentation of other income and other expense 403 242 -

Other expenses

Expenses from service and assistance activities and charges incurred
on behalf of third parties (935) 773) (531)

of which change in presentation of other income and other expense (403) (242) -

C.6.2. Comparative period restatement

In 2015, the Group made an error in the calculation of a remuneration for the Employer’s Liability Insurance, which the Parent company
provides on behalf of the state. The correction of the error in Income statement for the year ended 31 December 20715 resulted in

a decrease of the item “Other income” of CZK 68 million and a corresponding increase of “Other payables” in the Statement of financial
position as at 31 December 2015.

The error has affected the 2015 Statement of financial position. There is no impact on the 2014 Statement of financial position and
therefore the 2014 statement of financial position is not presented.

(CZK miillion) 2015 2015
restated

Other payables 1,383 1,315

of which correction of prior year error 68 -

Other income

Income from service and assistance activities and recovery of charges 142 210

of which correction of prior year error (68) -
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C.6.3. Standards, interpretations and amendments to existing standards relevant for the Group and applied in the reporting period
There are no published amendments and interpretations of existing standards mandatory and relevant to the Group which should have
been applied by the Group starting from 1 January 2016. The Group has not adopted early any other standard, interpretation or
amendment that has been issued but is not yet effective.

C.64. Standards, interpretations and amendments to existing standards that are effective in the reporting period but not relevant for
the Group’s financial statements

Amendments to IFRS 17 Joint Arrangements: Accounting for Acquisitions of Interests

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an interest in a joint operation, in which the
activity of the joint operation constitutes a business, must apply the relevant IFRS 3 Business Combinations principles for business
combination accounting. The amendments also clarify that a previously held interest in a joint operation is not remeasured on the
acquisition of an additional interest in the same joint operation if joint control is retained. In addition, a scope exclusion has been added
to IFRS 11 to specify that the amendments do not apply when the parties sharing joint control, including the reporting entity, are under
common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the acquisition of any additional interests in
the same joint operation and are applied prospectively. These amendments do not have any impact on the Group as there has been no
interest acquired in a joint operation during the period.

Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation

The amendments clarify the principle in IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets that revenue reflects

a pattern of economic benefits that are generated from operating a business (of which the asset is a part) rather than the economic
benefits that are consumed through use of the asset. As a result, a revenue-based method cannot be used to depreciate property, plant
and equipment and may only be used in very limited circumstances to amortise intangible assets.

The amendments are applied prospectively and do not have any impact on the Group, given that it has not used a revenue-based
method to depreciate its non-current assets.

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants
The amendments change the accounting requirements for biological assets that meet the definition of bearer plants and do not have
any impact on the Group.

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions

IAS 19 requires an entity to consider contributions from employees or third parties when accounting for defined benefit plans. Where
the contributions are linked to service, they should be attributed to periods of service as a negative benefit. These amendments clarify
that, if the amount of the contributions is independent of the number of years of service, an entity is permitted to recognise such
contributions as a reduction in the service cost in the period in which the service is rendered, instead of allocating the contributions to
the periods of service. This amendment is effective for annual periods beginning on or after 1 July 2014 (EU: 1 February 2015). This
amendment is not relevant to the Group, since none of the entities within the Group has defined benefit plans with contributions from
employees or third parties.

Amendments to IAS 27: Equity Method in Separate Financial Statements

The amendments allow entities to use the equity method to account for investments in subsidiaries, joint ventures and associates in
their separate financial statements. Entities already applying IFRS and electing to change to the equity method in their separate financial
statements must apply that change retrospectively.

These amendments do not have any impact on the Group’s consolidated financial statements.

Annual Improvements 2012-2074 Cycle
These improvements include:

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

Assets (or disposal groups) are generally disposed of either through sale or distribution to the owners. The amendment clarifies that
changing from one of these disposal methods to the other would not be considered 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. This amendment must be applied
prospectively.
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IFRS 7 Financial Instruments: Disclosures

(i) Servicing contracts

The amendment clarifies that a servicing contract that includes a fee can constitute continuing involvement in a financial asset. An
entity must assess the nature of the fee and the arrangement against the guidance for continuing involvement in IFRS 7 in order to
assess whether the disclosures are required. The assessment of which servicing contracts constitute continuing involvement must be
done retrospectively. However, the required disclosures need not be provided for any period beginning before the annual period in
which the entity first applies the amendments.

(i) Applicability of the amendments to IFRS 7 to condensed interim financial statements

The amendment clarifies that the offsetting disclosure requirements do not apply to condensed interim financial statements, unless
such disclosures provide a significant update to the information reported in the most recent annual report. This amendment must be
applied retrospectively.

IAS 34 Interim Financial Reporting

The amendment clarifies that the required interim 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 interim financial report (e.g., in the
management commentary or risk report). 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 time. This amendment must be applied retrospectively.

These amendments do not have any impact on the Group’s consolidated financial statements.

Amendments to IAS 1 Disclosure Initiative

The amendments to IAS 1 clarify, rather than significantly change, existing IAS 1 requirements. The amendments clarify:

- the materiality requirements in IAS 1,

~ that specific line items in the statement(s) of profit or loss and OCl and the statement of financial position may be disaggregated;

- that entities have flexibility as to the order in which they present the notes to financial statements;

- presented in aggregate as a single line item, and classified between those items that will or will not be subsequently reclassified to
profit or loss

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in the statement of financial
position and the statement(s) of profit or loss and OCl. These amendments do not have any impact on the Group.

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities: Applying the Consolidation Exception

The amendments address issues that have arisen in applying the investment entities exception under IFRS 10 Consolidated Financial
Statements. The amendments to IFRS 10 clarify that the exemption from presenting consolidated financial statements applies to

a parent entity that is a subsidiary of an investment entity, when the investment entity measures all of its subsidiaries at fair value.

Furthermore, the amendments to IFRS 10 clarify that only a subsidiary of an investment entity that is not an investment entity itself and
that provides support services to the investment entity is consolidated. All other subsidiaries of an investment entity are measured at
fair value. The amendments to IAS 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 to its interests in subsidiaries.

These amendments are applied retrospectively and do not have any impact on the Group as the Group does not apply the
consolidation exception.

C.6.5. Standards, interpretations and amendments to existing standards that are not yet effective but are relevant for the Group’s
financial statements

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s financial statements
are disclosed below. The Group intends to adopt these standards, if applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three aspects of the accounting for financial instruments
project: classification and measurement, impairment and hedge accounting. IFRS 9 is effective for annual periods beginning on or after
1January 2018, with early application permitted. Except for hedge accounting, retrospective application is required but providing
comparative information is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with some
limited exceptions.

The group plans to defer the application of IFRS 9 until the earlier of the effective date of the new insurance contracts standard (IFRS 17)
or 1January 2021, applying the temporary exemption from applying IFRS 9 as introduced by the amendments (see below).
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Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
In September 2016, the IASB issued amendments to IFRS 4 to address issues arising from the different effective dates of IFRS 9 and the
upcoming new insurance contracts standard (IFRS 17).

The amendments introduce two alternative options for entities issuing contracts within the scope of IFRS 4, notably a temporary
exemption and an overlay approach. The temporary exemption enables eligible entities to defer the implementation date of IFRS 9 for
annual periods beginning before 1 January 2021 at the latest. An entity may apply the temporary exemption from IFRS 9 if:

(i) it has not previously applied any version of IFRS 9 before; and

(ii) its activities are predominantly connected with insurance on its annual reporting date that immediately precedes 1 April 2016.

The overlay approach allows an entity applying IFRS 9 to reclassify between profit or loss and other comprehensive income an amount
that results in the profit or loss at the end of the reporting period for the designated financial assets being the same as if an entity had
applied IAS 39 to these designated financial assets.

An entity can apply the temporary exemption from IFRS 9 for annual periods beginning on or after 1 January 2018. An entity may start
applying the overlay approach when it applies IFRS 9 for the first time.

During 2016, the Group performed an assessment of the amendments and reached the conclusion that its activities are predominantly
connected with insurance as at 31 December 2015. The Group intends to apply the temporary exemption in its reporting period starting
on 1 January 2018.

IFRS 15 Revenue from Contracts with Customers (including clarifications issued on 12 April 2016)

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts with customers. Under
IFRS 15, revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full retrospective application
or a modified retrospective application is required for annual periods beginning on or after 1 January 2018. Early adoption is permitted.

The Group expects to apply IFRS 15 fully retrospective. Given insurance contracts are scoped out of IFRS 15, the Group expects the main
impact of the new standard to be on the accounting for income from administrative and investment management services. The Group
does not expect the impact to be significant.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15
Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. IFRS 16 sets out
the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees to account for all leases
under a single on-balance sheet model similar to the accounting for finance leases under IAS 17.

The standard includes two recognition exemptions for lessees - leases of ’low-value’ assets (e.g., personal computers) and short-term
leases (i.e, leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee will recognise a liability to
make lease payments (i.e, the lease liability) and an asset representing the right to use the underlying asset during the lease term
(i.e, the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability and the
depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g, a change in the lease term,
a change in future lease payments resulting from a change in an index or rate used to determine those payments). The lessee will
generally recognise the amount of the remeasurement of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will continue to classify all
leases using the same classification principle as in IAS 17 and distinguish between two types of leases: operating and finance leases.
IFRS 16 also requires lessees and lessors to make more extensive disclosures than under I1AS 17.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted, but not before an entity
applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a modified retrospective approach. The
standard’s transition provisions permit certain reliefs.

In 2017, the Group plans to assess the potential effect of IFRS 16 on its consolidated financial statements.
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IFRS 2 Classification and Measurement of Share-based Payment Transactions — Amendments to IFRS 2

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-based payment transaction with net
settlement features for withholding tax obligations; and accounting where a modification to the terms and conditions of a share-based
payment transaction changes its classification from cash settled to equity settled.

On adoption, entities are required to apply the amendments without restating prior periods, but retrospective application is permitted if
elected for all three amendments and other criteria are met. The amendments are effective for annual periods beginning on or after

1 January 2018, with early application permitted. The Group is assessing the potential effect of the amendments on its consolidated
financial statements.

IAS 7, Disclosure Initiative (effective for annual periods beginning on or after 1 January 2017)
The amendments come with the objective that entities shall provide disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

The Company is considering the implications of the above standards, the impacts on the Company and the timing of their adoption by
the Company. The Company is not considering early application of the above standards.

IAS 12, Recognition of Deferred Tax Assets for Unrealised Losses (effective for annual periods beginning on or after 1 January 2017 - not
yet endorsed by the EU).

The amendments clarify the accounting treatment of deferred tax assets related to debt instruments measured at fair value.

IAS 40 Transfers of Investment Property (effective for annual periods beginning on or after 1january 2018)

The amendments clarify when an entity should transfer property, including property under construction or development into, or out of
investment property. The amendments state that a change in use occurs when the property meets, or ceases to meet, the definition of
investment property and there is evidence of the change in use. A mere change in management’s intentions for the use of a property
does not provide evidence of a change in use.

Entities should apply the amendments prospectively to changes in use that occur on or after the beginning of the annual reporting
period in which the entity first applies the amendments. An entity should reassess the classification of property held at that date and, if
applicable, reclassify property to reflect the conditions that exist at that date. Retrospective application in accordance with IAS 8 is only
permitted if that is possible without the use of hindsight. Early application of the amendments is permitted and must be disclosed.

Annual Improvements 2014-2016

In the 2014-2016 annual improvements cycle, the IASB issued, in December 2016, amendments to three standards (IFRS 12, IFRS 1 and
IAS 28). The changes are effective 1 January 2017 for IFRS 12 and 1 January 2018 for the amendments to the other two standards. Earlier
application is permitted for the amendments to IAS 28 and must be disclosed.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods beginning on or after 1january 2018)
The interpretation clarifies that in determining the spot exchange rate to use on initial recognition of the related asset, expense or
income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the
date of the transaction is the date on which an entity initially recognises the nonmonetary asset or non-monetary liability arising from
the advance consideration. If there are multiple payments or receipts in advance, then the entity must determine a date of the
transactions for each payment or receipt of advance consideration.

Entities may apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the interpretation prospectively to
all assets, expenses and income in its scope that are initially recognised on or after: (i) The beginning of the reporting period in which
the entity first applies the interpretation; or (ii) The beginning of a prior reporting period presented as comparative information in the
financial statements of the reporting period in which the entity first applies the interpretation. Early application of interpretation is
permitted and must be disclosed.
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D. Segment reporting

D.1. Transformovany fond Penzijni spole¢nosti Ceské pojistovny
According to local regulatory requirements, the Group has to provide the users of the consolidated financial statements separately the
positions attributable to Transformovany fond Penzijni spole¢nosti Ceské pojistovny (TF).

The users of the Group’s consolidated financial statements will therefore obtain the information about all the positions of the Group’s
consolidated financial statements as it would not include the Transformovany fond Penzijni spole¢nosti Ceské pojistovny as entity.

DA.1. Statement of financial position of Transformovany fond Penzijni spole¢nosti Ceské pojistovny

(CZK miillion) Note 2016 2015
Total assets 102,033 96,140
Intangible assets F1 45 55
Other intangible assets F1.2 45 55
Investments F.3 100,582 94,724
Loans and receivables F33 1,000 2,750
Available for sale financial assets F34 95,705 87,535
Financial assets at fair value through profit or loss F35 3,877 4439
Receivables F.5 381 729
Trade and other receivables 381 729
Cash and cash equivalents F.7 1,025 632
(CZK miillion) Note 2016 2015
Total Shareholder’s equity and liabilities 102,033 96,140
Shareholder’s equity F.9 7,930 7,358
Shareholders equity attributable to the Group 7,930 7,358
Retained earnings and other reserves 7,930 7,358
Insurance liabilities F1 55 50
Financial liabilities F12 93,834 88,453
Financial liabilities through profit or loss 1,027 805
Other financial liabilities 92,807 87,648
Payables Fa3 121 80
Other payables 121 80
Other liabilities F14 93 199
Other liabilities 93 199
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DA1.2. Income statement of Transformovany fond Penzijni spole¢nosti Ceské pojistovny

102

( CZK million) Note 2016 2015

restated
Total income 1,944 2,218
Net income / (losses) from financial instruments at fair value through profit or loss F17 (69) (48)
Income from other financial instruments and investment properties F19 1,993 2,223
Interest income 1,935 1,926
Income - other 42 29
Realised gains 16 268
Other income F.20 20 43
Total Expenses (1,818) (1,967)
Net insurance benefits and claims F.21 ) )
Fee and commission expenses and expenses from financial service activities F.22 (847) (742)
Expenses from other financial instruments and investment properties F.23 (855) (1,203)
Interest expense (833) (1)28)
Realised losses O] (75)
Impairment losses @n -
Acquisition and administration costs F.24 (14) (5)
Other administration costs (14) ©)
Other expenses F.25 97) (16)
EARNINGS BEFORE TAXES 126 251
Income taxes F.26 - -
NET PROFIT / (LOSS) OF THE YEAR 126 251

D1.3. Assets, Liabilities, Gains and Losses of the Transformed fund which were eliminated in the Group consolidated Statements
of financial position and consolidated Income statements

The table below shows, which of the Assets, Liabilities, Gains and Losses of the Transformed fund were eliminated within the

consolidated financial statements of the Group. This table provides users with complex information about the Transformed fund and
consolidated financial statements of the Group if the Transformed fund is not included.

Balance sheet

(CZK million) Note 2016 2016 2016 2015
Elimination Net Net

of intercompany

transactions
Total assets 102,033 27 102,006 96,139
Intangible assets Fa 45 - 45 55
Other intangible assets F12 45 - 45 55
Investments F.3 100,582 - 100,582 94,724
Loans and receivables F3.3 1,000 - 1,000 2,750
Available for sale financial assets F34 95,705 - 95,705 87,535
Financial assets at fair value through profit or loss F3.5 3,877 - 3,877 4439
Receivables F.5 381 (27) 354 728
Trade and other receivables 381 [en) 354 728
Cash and cash equivalents F.7 1,025 - 1,025 632
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(CZK million) Note 2016 2016 2016 2015
Elimination Net Net

of intercompany

transactions

Total Shareholder’s equity and liabilities 102,033 (688) 102,721 96,636
Shareholder’s equity F.9 7,930 - 8,777 8,100
Shareholders equity attributable to the Group 7,930 847 8,777 8,100
Retained earnings and other reserves 7,930 847 8,777 8,100
Insurance liabilities F1 55 - 55 50
Financial liabilities F12 93,834 - 93,834 88,453
Financial liabilities through profit or loss 1,027 - 1,027 805
Other financial liabilities 92,807 - 92,807 87,648
Payables F13 121 (66) 55 33
Other payables 121 (66) 55 33
Other liabilities F4 93 (93) - -
Other liabilities 93 (93) - -
Income statement
(CZK million) Note 2016 2016 2016 2015
Elimination Net Net
of intercompany restated
transactions
Total income 1,944 - 1,944 2,218
Net income/ (losses) from financial instruments
at fair value through profit or loss F17 (69) - (69) (48)
Income from other financial instruments
and investment properties F.19 1,993 - 1,993 2,223
Interest income 1,935 - 1,935 1,926
Income - other 42 - 42 29
Realised gains 16 - 16 268
Other income F.20 20 - 20 43
Total Expenses (1,818) 847 (971) (1,225)
Net insurance benefits and claims F.21 (5) - (5) ()
Fee and commission expenses and expenses
from financial service activities F.22 (847) 847 - -
Expenses from other financial instruments
and investment properties F.23 (855) - (855) (1,203)
Interest expense (833) - (833) (17128)
Realised losses Q) - ©) (75)
Impairment losses 1) - (@) -
Acquisition and administration costs F.24 (14) - (14) (5)
Other administration costs (14) - (14) (5)
Other expenses F.25 (C2) - 97) (16)
EARNINGS BEFORE TAXES 126 847 973 993
Income taxes F.26 - - - -
NET PROFIT OF THE YEAR 126 847 973 993

All the eliminated positions represent transactions with the Pension company of Ceskd pojitovna.
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D:4. Statement of Comprehensive Income for Transformovany fond Penzijni spole¢nosti Ceské pojistovny

(CZK million) Note 2016 2015
Net profit of the year 126 251
Other comprehensive income items that may be recycled to profit or loss

Available for sale financial assets revaluation in equity F9 440 589
Available for sale financial asset realised revaluation in income statement F19, F23 (15) (193)
Available for sale impairment losses F.23 21 -
Subtotal 446 396
Other comprehensive income items that may never be recycled to profit or loss - -
Subtotal - -
Total gains and losses recognised directly in equity 446 396
Tax on items taken directly to or transferred into equity - -
Other Comprehensive income, net of tax 446 396
Total comprehensive income 572 647
D.2. Segment reporting

The Board of Directors, as the Group’s chief operating decision maker makes decisions on how to allocate resources and assesses the

performance of the following operating segments: the Ceskd poji$tovna life insurance operating segment, Ceska poji$tovna non-life

insurance operating segment and pension funds and pension company. Data presented to the Board of Directors are as reported by the

individual entities, therefore before consolidation adjustments. These segments represent a component of the Group:

- that engages in business activities from which the Group may earn revenues and incur expenses;

- whose operating results are regularly reviewed by the management of the Group to make decisions about resources to be allocated
to the segment and assess its performance; and

- for which discrete financial information is available.

The Group comprises Non-life insurance, Life insurance, Pension funds and a pension company as the main business segments. Note C4
of the financial statements provides further information about significant terms and conditions of insurance products.

Products offered by the reported business segments brought the following segment revenues:

Gross earned premiums revenue and investment income for the year ended 31 December

(CZK miillion) 2016 2015
CP Life 8,790 9,624
Traditional life insurance 7,214 7,989
Unit link insurance 1,576 1,635
CP Non-life 18,805 18,562
Motor 8,254 7,995
Accident, Health and Disability 630 638
Marine, Aviation and Transport 287 261
Property 7,379 7,509
General liability 2,169 2,096
Other 86 63
Discontinued operations - Proama - 3,045
Gross earned premium - 3,045
Pension funds and pension company 1,959 1,952
Investment income 1,959 1,952
29,554 33,183

Management has determined the operating segments based on the reports, periodically reviewed by the Board of Directors, that are
used to make the main strategic decisions. The Board of Directors assesses the performance of the operating segments based on
a measure of profit after taxes for all segments and for insurance segments the results are also measured based on net technical results.
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The segment information provided to the Board of Directors for the reportable segments for the year ended 31 December 2016 is as follows:

(CZK million) CP Life CP Non-life Pension funds Total
and Pension
company
Gross
Insurance premiums 8,790 18,805 - 27,595
Technical benefits and claims (4 p78) (9,280) - (13,754)
Total costs (1,788) (4,919) - (6,707)
Commissions and other acquisition costs (1,703) (3,889) - (4,992)
Administration expenses (685) (1,030) - (1,715)
Other technical items (62) (%6) - (158)
Gross technical result 2,466 4,510 - 6,976
Reinsurance
Premiums ceded to reinsurers (1,234) (8,597) - (9,831)
Reinsurer's share on claims 442 3,791 - 4,233
Total costs 308 1,911 - 2,219
Commissions and other acquisition costs 308 1,911 - 2,219
Other technical items - - - -
Reinsurance technical result (484) (2,895) - (3,379)
Net
Insurance premiums 7,556 10,208 - 17,764
Technical benefits and claims (4,032) (5489) - (9,521)
Total costs (1480) (3,008) - (4488)
Commissions and other acquisition costs (795) (1,978) - (2773)
Administration expenses (685) (1,030) - (1,715)
Other technical items (62) (%6) - (158)
Net technical result 1,982 1,615 - 3,597
Total financial investments income 1,639 94 2,553
Acquisition expenses relating to investment contracts - @m @m)
Total other income and expenses (323) 33 (290)
Income taxes (732) 91 (641)
Profit after taxes 4,181 827 5,008
Contribution of other segments - - - 808
Elimination of dividends - - - (766)
Other consolidation adjustments - - - 90
Reconciliation to the income statement - - - (676)
Result of the period attributable to equityholders of the parent - - - 5,140
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The segment information provided to the Board of Directors for the reportable segments for the year ended 31 December 2015

(restated) is as follows:

(CZK million) CP Life CP Non-life Pension funds Total
and Pension
company
Gross
Insurance premiums 9,624 18,562 - 28,186
Technical benefits and claims (4,932) (9443) - (14,375)
Total costs (1,844) (4,617) - (6,461)
Commissions and other acquisition costs (1,185) (3,606) - (4,791)
Administration expenses (659) 1,011) - (1,670)
Other technical items (115) (76) - 191)
Gross technical result 2,733 4,426 - 7,159
Reinsurance
Premiums ceded to reinsurers (1,275) (8,599) - (9,874)
Reinsurer's share on claims 438 4,367 - 4,805
Total costs 320 1,871 - 2191
Commissions and other acquisition costs 320 1,871 - 2191
Other technical items - - - -
Reinsurance technical result (517) (2,361) - (2,878)
Net
Insurance premiums 8,349 9,963 - 18,312
Technical benefits and claims (4494) (5,076) - (9,570)
Total costs (1,524) (2,746) - (4,270)
Commissions and other acquisition costs (865) (1,735) - (2,600)
Administration expenses (659) 1,011) - (1,670)
Other technical items (115) (76) - 191)
Net technical result 2,216 2,065 - 4,281
Total financial investments income 2,019 931 2,950
Acquisition expenses relating to investment contracts - (207) (207)
Total other income and expenses (335) 37 (372)
Income taxes (754) an (765)
Profit after taxes 5,211 676 5,887
Contribution of other segments - - - 663
Elimination of dividends - - - (743)
Gains/losses relating to disposal of subsidiaries - - - (204)
Other consolidation adjustments - - - (209)
Loss from discontinued operations - - - (1,187)
Reconciliation to the income statement - - - (2,343)
Result of the period attributable to equityholders of the parent - - - 4,207

Nearly all segment revenues in 2016 and 2015 were generated from sales to external customers. There is no single external customer

that would amount to 10 percent or more of the Group’s revenues.

The following table represents the reconciliation of gross earned insurance premiums reported in the segment report and the income

statement:
Gross direct insurance
(CZK million) 2016 2015
CP Life 8,790 9,624
CP Non-life 18,805 18,562
Other segments 504 467
Elimination of intragroup transactions ©) @)
Insurance premium in income statement 28,098 28,652
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The following table shows the key figures per business segment:

2016 CP Life CP Non-life  Pension funds Others  Intersegment
and Pension eliminations
(CZK million) company
Segment revenue 8,790 18,805 1,959 504 ©)
Capital expenditure (107) (126) 22) (10) -
Interest income 1,277 455 1,188* 7 39)
Interest expense (13) (14) - (99) 39
Depreciation and amortization (120) (188) 29) @ -
Impairment losses recognized (300) (39) [€2) 21 -
Reversal of impairment losses - 20 8 - -
2015 CP Life CP Non-life  Pension funds Others Intersegment
and Pension eliminations
(CZK million) company
Segment revenue 9,624 18,562 1,952 467 ©)
Capital expenditure (100) (144) (60) ®) -
Interest income 1489 515 889* 9 (@)
Interest expense (5) (15) - (98) 41
Depreciation and amortization (127) (202) 37 ©) -
Impairment losses recognized (304) (96) - (@) -
Reversal of impairment losses 3 101 2 14 -

* Interest income by Pension funds and Pension company is presented net from interest assigned to the clients.

Segment assets and liabilities are not regularly included in the reports provided to the Board of Directors.

Geographical information
Total assets are allocated as follows:

(CZK million) 31.12. 2016 31.12. 2015
Czech Republic 215,733 204,526
Poland 821 725
Others 3,360 3,266
Elimination of transactions between countries (363) (363)
Total 219,551 208,154

The Group mainly operated in the Czech Republic and in other EU countries in 2016.

The geographical structure of total costs incurred to acquire segment assets that are expected to be used during more than one period
is highly concentrated in the Czech Republic, the share of other countries is not significant.

Gross earned premiums from insurance business (including both life and non-life) are set out below by country:

(CZK million) 2016 2015
Czech Republic 28,098 28,652
Poland* - 3,045
Total 28,098 31,697

* Gross earned premiums attributable to Poland are classified as discontinued operations in the consolidated income statement for the period ended 31 December 2015.
For details please refer to Note F.8.
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E. Risk report

In the risk report, the Group presents further information in order to enable an assessment of the significance of financial instruments
and insurance contracts for an entity's financial position and performance. Furthermore, the Group provides information about its
exposure to risks arising from financial instruments and insurance contracts, and it discloses the management's objectives, policies and
processes for managing those risks, in accordance with IFRS 7.

E.1. Risk Management System

The Group is a member of the Generali Group and is part of its risk management structure. The Generali Group has implemented a Risk
Management System that aims at identifying, evaluating and monitoring the most important risks to which the Generali Group and the
Group are exposed, which means the risks whose consequences could affect the solvency of the Generali Group or the solvency of any
single business unit, or negatively hamper any Group goals.

The risk management processes apply to the whole Generali Group, in all the countries where it operates and for each business unit.
However, the degree of integration and depth varies with the complexity of the underlying risks. Integration of processes within the
Generali Group is fundamental to assure an efficient system of risk management and capital allocation for every business unit.

The main objectives of the risk management processes of Generali Group is to maintain the identified risks below an acceptable level, to
optimise the capital allocation and to improve the risk-adjusted performance.

Risk management policies and guidelines of the Group are in place treating the management of all significant risks the Group is exposed
to (incl. methodologies to identify and assess risks, risk preferences and tolerances, escalation process etc.).

Risk Management System is based on three main pillars:

a) risk measurement process: aimed at assessing the solvency of the Group as well as all individual units;

b) risk governance process: aimed at defining and controlling the managerial decisions in relation with relevant risks;
c) risk management culture: aimed at increasing the value creation.

E.2. Roles and responsibility

The system is based on three levels of responsibility:

a) Assicurazioni Generali (Generali Group) - for every country, it sets the targets in terms of solvency, results and risk exposure,
moreover it defines the risk management policies and guidelines for treating the main risks. The Generali Group has developed the
Enterprise Risk Management Policy to align the risk measurement methodology, the governance and the reporting of each company
of the Generali Group.

b) Generali CEE Holding (GCEE) - defines strategies and objectives for every Company within the CEE region , taking into account the
local features and regulations, providing methodological support and controlling the results. In particular, in order to ensure a better
solution to the specific features of local risks and changes in local regulation, risk management responsibility and decisions are
delegated to the Chief Risk Officer (CRO) of GCEE, respecting the Generali Group policy framework. Generali Group and GCEE Group
are also assigned performance targets for their respective areas.

¢) Business Unit - defines strategies and targets in respect of the policies and guidelines established by GCEE. Risk management
involves the corporate governance of the Group entities and the operational and control structure, with defined responsibility levels,
and aims to ensure the adequacy of the entire Risk Management System at every moment. Group Risk Management reports on
a regular basis on the exposure to all of the main risks (e.g. monthly reporting on the investment exposure and on both market and
credit risks).

E.3. Risk measurement and control

Through its insurance activity, the Group is naturally exposed to several types of risks, which are related to the movements of the
financial markets, to the adverse developments of insurance-related risks, both in life and non-life business, and generally to all the risks
that affect ongoing organised economic operations.

These risks can be grouped in the following five main categories which will be detailed later in this report: market risk, credit risk,
liquidity risk, insurance risk and operational risk.

Along with the specific measures for the risk categories considered by the Generali Group, the calculation of the Economic Capital
represents a comprehensive measure of risk that can be aggregated at the different organisational levels (Group, country and operative
entity) and at the main business lines (life, non-life and asset management).

The Economic Capital is a risk measure that corresponds to the amount of capital to be held so that the market value of assets is
greater than the market value of liabilities in twelve months’ time, with a confidence level.

The internal models of risk measurement are constantly being improved, in particular those relating to calculation of the Economic
Capital and Asset Liability Management (ALM) approaches have been harmonised at all different organisational levels within the
Generali Group.
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E.4. Market risk
Unexpected movements in prices of equities, real estate, currencies and interest rates might negatively impact the market value of the
investments.

These assets are invested to meet the obligation towards both life and non-life policyholders and to earn a return on capital expected
by the shareholder. The same changes might affect both assets and the present value of the insurance liabilities.

The market risk of the Group’s financial asset and liability trading positions is monitored and measured on a continuing basis, using
Standard Formula pre-defined by EIOPA and other methods (cash-flow matching, duration analysis, etc.).

Risks are monitored on a fair value basis so that some accounting categories with insignificant risks are omitted from further chapters.
Investment portfolios therefore include all Investments except for Investments in subsidiaries, Unit-linked policies, Receivables and some
specific immaterial investments. It also includes Cash and cash equivalents and Financial liabilities.

Trade receivables face mainly risk of credit default. Due to the short-term pattern of trade receivables the Group considers a market risk
of trade receivables as insignificant.

At the 2016 year-end, those investments with market risk affecting the Group totalled CZK 164.2 billion at market value'.

Market risk exposure

31.12. 2016 31.12. 2015
(CZK million) Total fair value Weight (%) Total fair value Weight (%)
Equities 10,850 6.6 12,075 7.6
Bonds 155,662 94.8 149145 934
Derivatives (2,276) 4) (1,632) 1.0)
Total 164,236 100.0 159,588 100.0

Of which the Transformed fund

31.12. 2016 31.12. 2015
(CZK miillion) Total fair value Weight (%) Total fair value Weight (%)
Equities 3,041 31 2,673 29
Bonds 96,458 979 89,226 979
Derivatives (944) 1.0) (730) (0.8)
Total 98,555 100.0 91,169 100.0

E41. Interest rate risk

The Group’s operations are subject to the risk of interest rate fluctuations to the extent that interest-earning assets (including
investments) and interest-bearing liabilities mature or reprice at different times or in differing amounts. In the case of floating rate
assets and liabilities the Group is also exposed to an interest rate cash flow risk, which varies depending on the different repricing
characteristics of the various floating rate instruments.

Interest rate derivatives are primarily used to bridge the mismatch in the repricing of assets and liabilities. In some cases derivatives are
used to convert certain interest-earning assets to floating or fixed rates to reduce the risk of losses in fair value due to interest rate
changes or to lock-in spreads.

The Group monitors the sensitivity of financial assets and liabilities to various standard and non-standard interest rate scenarios.
Standard scenarios that are considered on a monthly basis include a 100 basis point (bp) parallel fall or rise in all yield curves worldwide.

Unit-linked instruments are excluded from sensitivities due to the fact that investment risk is borne by the policyholders. Therefore the
assets whose value is subject to interest rate risk are represented mainly by bonds and interest rate derivatives.

TInvestments whose market risk affects the Group are total investments, excluding investments backing unit-linked policies since the risk is borne by policyholders,
mortgage loans, receivables from banks or customers and other financial investments other than equities and bonds.
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31.12. 2016 31.12. 2015
(CZK million) Total carrying amount Weight (%) Total carrying amount Weight (%)
Ceska pojistovna 364 57,527 386
Penzijni spole¢nost CP 10 1,506 1.0
Transformed fund 621 89,226 59.9
Other companies 05 690 0.5
Total 100.0 148,949 100.0

A sensitivity analysis of interest rate movements is presented for the three biggest companies (Ceska pojiétovna, Penzijni spole¢nost CP
and the Transformed fund), since the Group exposure to interest rate movements is highly concentrated in these companies.

Sensitivity to interest risk movements has been calculated by applying a stress test (+/- 100 basis points parallel fall or rise in all yield
curves) to portfolios as at 31 December 2016 and 31 December 2015.

The impact is detailed in the tables below:

Ceska pojistovna portfolio

31.12. 2016 31.12. 2015
Income Shareholders' Income Shareholders'
(CZK million) Statement Equity Statement Equity
100 bp parallel increase Gross impact on interest income - - - -
Gross impact on fair value 121 (3480) 21 (3400)
Income tax charge / (credit) (23) 661 (%) 646
Total net impact 98 (2,819) 17 (2,754)
100 bp parallel decrease Gross impact on interest income - - - -
Gross impact on fair value (135) 4440 (24) 4,332
Income tax charge / (credit) 25 (844) 5 (823)
Total net impact (1o) 3,596 19) 3,509
Penzijni spole¢nost CP
31.12. 2016 31.12. 2015
Income Shareholders' Income Shareholders'
(CZK million) Statement Equity Statement Equity
100 bp parallel increase Gross impact on interest income - - - -
Gross impact on fair value - (39) - (38)
Income tax charge / (credit) - 7 - 7
Total net impact - (32) - (31)
100 bp parallel decrease  Gross impact on interest income - - - -
Gross impact on fair value - 41 - 41
Income tax charge / (credit) - ® - (®)
Total net impact - 33 - 33
The Transformed fund
31.12. 2016 31.12. 2015
Income Shareholders' Income Shareholders'
(CZK million) Statement Equity Statement Equity
100 bp parallel increase Gross impact on interest income - - - -
Gross impact on fair value 824 (4,608) 504 (3,776)
Income tax charge / (credit) - - - -
Total net impact 824 (4,608) 504 (3,776)
100 bp parallel decrease Gross impact on interest income - - - -
Gross impact on fair value (930) 5238 (573) 4,273
Income tax charge / (credit) - - - -
Total net impact (930) 5,238 (573) 4,273
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E4.2. Asset liability matching

A substantial part of insurance liabilities carries an interest rate risk. Asset-liability management is significantly involved in interest rate
risk management. The management of interest rate risk implied from the net position of assets and liabilities is a key task of asset-
liability management (ALM).

GCEE Group has an Asset and Liability Committee which is an advisory body of the Board of Directors and is in charge of the most
strategic investments and ALM-related decisions. The committee is responsible for setting and monitoring the GCEE Group's strategic
asset allocation in the main asset classes, ie. government and corporate bonds, equities, real estate, etc. and also the resulting asset and
liability strategic position. The objective is to establish the appropriate return potential together with ensuring that the GCEE Group can
always meet its obligations without undue cost and in accordance with the GCEE Group's internal and regulatory capital requirements.
In order to guarantee the necessary expertise and mandate, the Committee consists of representatives of top management, asset
management, risk management and ALM experts from business units.

The ALM manages the net asset-liability positions in both, life and non-life insurance, with the main focus on traditional life with a long-
term nature and often with embedded options and guarantees. The insurance liabilities are analysed, including the embedded options and
guarantees and models of future cash-flows are prepared in cooperation with actuaries. The models allow for all guarantees under the
insurance contracts and for expected development of the key parameters, primarily mortality, morbidity, lapses, administration expenses.

Initially, government bonds are used to manage the net position of assets and liabilities and in particular their sensitivity to parallel and
non-parallel shifts in the yield curve. Next, corporate bonds and derivatives, primarily interest rate swaps, can be used. However, in line
with the credit risk management policy, investments in long-term and thus also high-duration instruments focus on government bonds.
The use of interest rate swaps is limited due to their accounting treatment - as their revaluation which is reported in the income
statement does not match with the reporting of the insurance liabilities.

There is a strategic target asset-liability interest rate position set within the strategic asset allocation process (SAA). With the goals
being a) to deliver rates of return that are in line with both commercial needs and strategic planning targets, and b) that the overall
SAA, including equity, credit, real estate allocation and also including the strategic asset & liability duration position, is in line with the
risk and capital management policy. Despite that for a number of reasons it is not possible to perfectly match future cash flows of
assets and liabilities, the position has been substantially reduced within the last years, primarily via purchases of long-term government
bonds. In addition to the management of the strategic position, there are certain limits allowed for tactical asset manager positions, so
that asset interest rate sensitivity can deviate from the benchmark in a managed manner.

E4.3. Equity price risk
Equity price risk is the risk that equity prices will fluctuate affecting the fair value of equity investments and other instruments that
derive their value from a particular equity investment or index of equity prices.

The Group manages its use of equity investments in response to changing market conditions using the following risk management tools:
a) the portfolio is diversified,
b) the limits for investments are set and carefully monitored.

The equity price risk is measured using Standard Formula (full description of methodology can be found in the legislation defined by
EIOPA). The model is based on factor approach with pre-defined stresses for each equity category and diversification between them.

The table below summarises the breakdown of the carrying amount of equities and investment fund unit portfolios by company.

31.12. 2016 31.12. 2015
(CZK million) Total carrying amount Weight (%) Total carrying amount Weight (%)
Ceska pojistovna 6,851 632 8,556 709
Transformed fund 3,041 28.0 2,673 221
Other companies 958 88 847 7.0
Total 10,850 100.0 12,076 100.0

A sensitivity analysis of equity prices is only presented for the two biggest companies (Ceska pojitovna and the Transformed fund),
since they represent the vast majority of the Group’s overall equity portfolio.

For both companies equity risk evaluation has been performed by applying a stress test (+/- 10% change in equity prices) to all equities
and investment fund unit portfolios at 31 December 2016 and 31 December 2015.

The sensitivity analysis is in compliance with IFRS as at the year end, before and after the related deferred taxes.
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Ceska pojistovna portfolio

31.12. 2016 31.12. 2015

Income Shareholders' Income Shareholders'

(CZK million) Statement Equity Statement Equity
Equity price +10% Gross impact on interest income - - - -
Gross impact on fair value - 535 - 723

Income tax charge / (credit) - (102) - (137)

Total net impact - 433 - 586

Equity price -10% Gross impact on interest income - - - -
Gross impact on fair value - (535) - (723)

Income tax charge / (credit) - 102 - 137

Total net impact - (433) - (586)

The Transformed fund portfolio
31.12. 2016 31.12. 2015

Income Shareholders' Income Shareholders'

(CZK million) Statement Equity Statement Equity
Equity price +10% Gross impact on interest income - - - -
Gross impact on fair value 10 25 34 233

Income tax charge / (credit) - - - -

Total net impact 10 25 34 233

Equity price -10% Gross impact on interest income - - - -
Gross impact on fair value (10) (25) (34) (233)

Income tax charge / (credit) - - - -

Total net impact (10) (25) (34) (233)

E4 4. Currency risk
The Group is exposed to currency risk through transactions in foreign currencies and through its assets and liabilities denominated in
foreign currencies. The business units of the Group have different functional currencies.

The currency risk is almost entirely concentrated in Ceska pojistovna.

The only exception is represented by the bond portfolio held by the Transformed fund for an overall amount of CZK 15,906 million

at 31 December 2016 (out of which CZK 9,664 million is denominated in EUR and CZK 5,187 million is denominated in USD) and of
CZK 15,080 million at 31 December 2015 (out of which CZK 9,004 million is denominated in EUR and CZK 5,167 million is denominated
in USD).

This exposure is however matched by the use of FX hedging derivatives, and therefore the net exposure of the Transformed fund is not
material.

Sensitivity analysis to changes in foreign exchange rates of the portfolio held by Transformed fund is not included as the investment
risk is transferred from the Company to the policyholder.

In light of the above-mentioned concentration, the information provided in the remaining part of this section concerns only the Ceska
pojistovna portfolio.
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Ceska pojistovna portfolio
As the currency in which the Company presents its financial statements is CZK, movements in the exchange rates between selected
foreign currencies and CZK affect the Company’s financial statements.

The general strategy of the Company is to fully hedge currency risk exposure. The Company ensures that its net exposure is kept to an
acceptable level by buying and selling foreign currencies at spot rates when considered appropriate, or using short-term FX operations.
The FX position is regularly monitored and the hedging instruments are reviewed on a monthly basis and adjusted accordingly.
Derivative financial instruments are used to manage the potential earnings impact of foreign currency movements, including currency
swaps, spot and forward contracts. When suitable other instruments are also considered and used.

The Company’s main foreign exposures are to European countries and the United States of America. Its exposures are measured mainly
in Euros (“EUR”) and U.S. Dollars (“USD”).

The following table shows sensitivities of the portfolio to changes in foreign exchange rates. The portfolio does not contain instruments
covering unit-linked policies, as the investment risk is transferred from the Company to the policyholder. Currency shocks are considered
to be a rise or a fall in the value of a foreign currency position by a specified percentage. This approach is in line with the Solvency I
definition of a currency risk.

Due to hedge accounting, the impact of potential increase or decrease of foreign exchange rates is limited and recognized through the
income statement.

The following tables show sensitivities of the investment portfolio (including derivatives classified as financial liabilities) to change in
currency risk:

31.12. 2016 EUR usD Other
Income  Shareholders' Income Shareholders' Income  Shareholders'
(CZK million) Statement Equity Statement Equity Statement Equity
FX rate +10% Gross impact on interest income - - - - - -
Gross impact on fair value 564 - 137 - 57 -
Income tax charge / (credit) (107) - (26) - an -
Total net impact 457 - m - 46 -
FX rate -10% Gross impact on interest income - - - - - -
Gross impact on fair value (564) - (137) - (57) -
Income tax charge / (credit) 107 - 26 - 1 -
Total net impact (457) - an) - (46) -

31.12. 2015 EUR usb Other
Income Shareholders' Income Shareholders' Income Shareholders'
(CZK million) Statement Equity Statement Equity Statement Equity
FX rate +10% Gross impact on interest income - - - - - -
Gross impact on fair value 217 - 21 - il -
Income tax charge / (credit) () - %) - @ -
Total net impact 176 - 17 - 9 -
FX rate -10% Gross impact on interest income - - - - - -
Gross impact on fair value 17) - n - (@) -
Income tax charge / (credit) 4] - 4 - 2 -
Total net impact (176) - 17) - 9) -
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The following tables show sensitivities of the insurance liabilities to change in currency risk:

31.12. 2016 EUR usD Other
Income  Shareholders' Income  Shareholders' Income  Shareholders'
(CZK million) Statement Equity Statement Equity Statement Equity
FX rate +10% Gross impact on interest income - - - - - -
Gross impact on fair value (131) - (5) - - -
Income tax charge / (credit) 25 - 1 - - -
Total net impact (106) - (4) - - -
FX rate -10% Gross impact on interest income - - - - - -
Gross impact on fair value 131 - 5 - - -
Income tax charge / (credit) (25) - ©) - - -
Total net impact 106 - 4 - - -

31.12. 2015 EUR usD Other
Income Shareholders' Income Shareholders' Income Shareholders'
(CZK million) Statement Equity Statement Equity Statement Equity
FX rate +10% Gross impact on interest income - - - - - -
Gross impact on fair value (126) - ©)] - (23) -
Income tax charge / (credit) 24 - 1 - 4 -
Total net impact (102) - ) - 19) -
FX rate -10% Gross impact on interest income - - - - - -
Gross impact on fair value 126 - 3 - 23 -
Income tax charge / (credit) () - @) - %) -
Total net impact 102 - 2 - 19 -
The following table shows the composition of financial assets and liabilities with respect to the main currencies of Ceskd pojistovna a.s.:

31.12. 2016
(CZK million) EUR usD CzZK PLN Other Total
Loans 493 - 8,047 - - 8,540
Financial assets available for sale 18,982 8,862 31,063 - 1,705 60,612
Financial assets at fair value through profit or loss (4,734) 331 15,786 - (868) 10,515
Reinsurance assets 1 M 9,678 - 7 9,697
Receivables 2,022 140 3,949 - 149 6,260
Cash and cash equivalents 251 138 2,340 - 40 2,769
Total assets 17,015 9482 70,863 - 1,033 98,393
Insurance liabilities 1,306 52 63,223 - 191 64,772
Financial liabilities 294 697 7,604 - 29 8,624
Payables 416 201 7122 - 10 7,749
Other liabilities - - 2,054 - - 2,054
Total liabilities 2,016 950 80,003 - 230 83,199
Net foreign currency position 14,999 8,532 (9,140) - 803 15,194
31.12. 2015

(CZK million) EUR usb CZK PLN Other Total
Loans 363 - 3,752 - - 4115
Financial assets available for sale 17,723 977 33164 270 1,698 62,032
Financial assets at fair value through profit or loss (4,374) (512) 22,370 - (1,535) 1,349
Reinsurance assets 2 - 9,780 8 - 9,790
Receivables 1418 85 3,924 557 102 6,086
Cash and cash equivalents 134 97 1,649 - 66 1,946
Total assets 15,266 4,247 74,639 835 331 95,318
Insurance liabilities 1,264 29 66,169 60 170 67,692
Financial liabilities 710 61 2,395 - - 3166
Payables 381 157 7,262 12 7 7,819
Other liabilities - - 1,882 - - 1,882
Total liabilities 2,355 247 77,708 72 177 80,559
Net foreign currency position 12,91 4,000 (3,069) 763 154 14,759
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E4.5.Risk limits
The principal tools used to measure and control market risk exposure within the investment portfolios of the Company Ceska
pojistovna are a system of risk limits.

The system includes single and total limits on foreign currency (FX), interest rate (IR) and equity (EQ) risks. The primary aim of the
system of limits is to control exposure to single types of risk. Limits are monitored on daily basis and allow Risk Management to take
immediate action and actively manage the level of the undertaken risks.

E.5. Credit risk
Credit risk refers to the economic impact from downgrades and defaults of fixed income securities or counterparty on the Group’s financial
strength. Furthermore, a general rise in spread level, due to credit crunch or liquidity crisis, impacts the financial strength of the Group.

The Group has adopted guidelines to limit the credit risk of the investments. These favour the purchase of investment-grade securities
and encourage the diversification and dispersion of the portfolio.

For the rating assessment of an issue or an issuer, only ESMA (European Securities and Markets Authority) recognized ECAIs’ (External
Credit Assessment Institutions) ratings can be used. In line with Generali Group principles, the Second Best Rule is applied, ie. if more
ratings leading to a different assessment are available, the second best rule states that the lower of the two best credit ratings is chosen.

Securities without an external rating are given an internal one based on the Group’s own credit analysis. In most cases internal ratings
are based on external rating of the Parent Company or its adjusted external rating due to subordination of the instrument. All internal
ratings are in accordance with GCEE’s assessment.

To manage the level of credit risk, the Group deals with counterparties with a good credit standing and enters into master netting
agreements whenever possible. Master netting agreements provide for the net settlement of contracts with the same counterparty in
the event of default.

The Group sets up a complex system of limits to manage credit risk and monitors compliance with these limits on a daily basis. The
system includes issuer/counterparty limits according to their credit quality, limits on rating categories and concentration limits.

The Group’s assets relevant for the credit risk exposure are shown in the following table. This table presents the Group’s overall
exposure to the credit risk (carrying amounts):

(CZK miillion) 31.12. 2016 31.12. 2015
Loans and receivables 8,902 6431
Available for sale financial assets 148,674 140,829
Financial assets at fair value through profit or loss 5,890 7,215
Reinsurance assets 9,732 9,820
Receivables 6,716 7,073
Cash and cash equivalents 5,694 4143
Total 185,608 175,51
Of which relates to the Transformed fund
(CZK miillion) 31.12. 2016 31.12. 2015
Loans and receivables 1,000 2,750
Available for sale financial assets 92,954 85,205
Financial assets at fair value through profit or loss 3,504 4,021
Receivables 381 729
Cash and cash equivalents 1,025 632
Total 98,864 93,337
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A more detailed analysis of the carrying amounts for selected positions is provided in the following table. The positions of reinsurance
assets are not included in this analysis, as they are neither past due nor impaired.

Other loans and receivables Receivables
- carrying amount - carrying amount

(CZK million) 31.12. 2016 31.12. 2015 31.12. 2016 31.12. 2015
Neither past due nor impaired - carrying amount 8,902 6,431 4,529 4,892
Past due but not impaired - carrying amount - - 362 402
Individually impaired - carrying amount - - 1,825 1,779
Gross amount 107 17 2,835 3,066
up to 90 days after maturity - - 878 1,023

91 days to 180 days after maturity - - 314 369

181 days to 1year after maturity - - 500 448
over 1year after maturity 107 17 1143 1,226
Allowance for impairment (107) M7) (1,010) (1,287)
Total 8,902 6,431 6,716 7,073

Loans and receivables that are neither past due nor impaired, consists mostly of receivables from term deposits and reverse repurchase
agreements with banks.

Of which relates to the Transformed fund

Other loans and receivables Receivables
- carrying amount - carrying amount
(CZK miillion) 31.12. 2016 31.12. 2015 31.12. 2016 31.12. 2015
Neither past due nor impaired - carrying amount 1,000 2,750 381 729
Past due but not impaired - carrying amount - - - -
Individually impaired - carrying amount - - - -
Total receivables 1,000 2,750 381 729

The Group places term deposits with selected financial institutions, which had as at 31 December 2016 rating from A to B (31 December
2015 rating from A to BB) or were not rated, but assessed internally. There were no past due or impaired term deposits either in 2016
or 2015.

Amounts not included in the analysis consist of receivables related to taxation, which are not relevant for credit risk exposure.

The following tables show the Group’s exposure to credit risk for bonds and reinsurance assets.

Rating of bonds
31.12. 2016 31.12. 2015

(CZK million) Total fair value Weight (%) Total fair value Weight (%)
AAA 2,946 1.9 2,935 2.0
AA 980 0.6 96,056 64t
A 114,754 737 9,571 64
BBB 25,878 16.6 21,838 14.6
Non-investment grade 7,273 4.7 1014 6.8
Not-rated 3,831 25 8,631 5.8
Total 155,662 100.0 149,145 100.0
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31.12. 2016
(CZK million) Total fair value Weight (%) Total fair value Weight (%)
AA 19 01 70412 789
A 82,896 86.0 3110 35
BBB 10417 10.8 9,696 109
Non-investment grade 2,623 2.7 4,097 46
Not-rated 403 04 1,91 21
Total 96,458 100.0 89,226 100.0

The bond rating shown above corresponds to the second best rating available from external rating agencies. Such a rating is then
converged to S&P scale. The significant decrease of bonds rated as “AA” and corresponding increase in grade “A” compared to year-end
2015 is caused by downgrade of Czech government bonds in July 2076.

The total amount of bonds also includes unquoted bonds, which are classified as Loans (see note F.3.3).

Rating of reinsurance assets

31.12. 2016
(CZK million) Amount Weight (%) Amount Weight (%)
AA 99 1.0 110 11
A 198 2.0 223 23
Captive reinsurance 8,509 875 8,579 874
Non-rated 926 9.5 908 9.2
Total 9,732 100.0 9,820 100.0

The rating of reinsurance assets shown above corresponds to the second best rating available from external rating agencies. Such

a rating is then converged to the S&P scale.
There were no past due or impaired reinsurance assets in either 2016 or 2015.

The individual business units of the Group hold collateral for loans and advances to banks in the form of securities as part of reverse
repurchase agreements, collateral for loans and advances to non-banks in the form of pledge over property, received notes and guarantees.

The following table shows the fair value of collateral held by the Group for Loans and advances to banks and non-banks.

Fair value of collateral for loans and advances to banks and non-banks

(CZK miillion) 31.12. 2016 31.12. 2015
Against individually impaired 20 20
Property 20 20
Against neither past due nor impaired 7,259 5406
Debt securities 7199 5,350
Other 60 56
Total 7,279 5,426
Of which relates to the Transformed fund
(CZK miillion) 31.12. 2016 31.12. 2015
Against neither past due nor impaired 400 2,750
Debt securities 400 2,750
Total 400 2,750

Concentrations of credit risk arise where groups of counterparties have similar economic characteristics that would cause their ability to
meet their contractual obligations to be similarly affected by changes in economic or other conditions.
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The following tables show the economic and geographic concentration of credit risk of bonds:

Geographic concentration
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31.12. 2016 31.12. 2015
(CZK million) Total amount Weight (%) Total amount Weight (%)
Czech Republic 110,830 72 104,822 70.3
Russia 6,033 39 8492 5.7
Other CEE countries 21,023 135 21499 14t
EU countries 13418 8.6 11,367 76
Netherlands 2,235 14 1,668 11
Germany 1,06 0.7 954 0.6
Austria 2495 1.6 2,392 1.6
Other EU countries 7,582 49 6,353 4.3
USA 1,954 13 2489 17
Other world countries 2404 15 476 03
Total 155,662 100.0 149,145 100.0
Of which relates to the Transformed fund
31.12. 2016 31.12. 2015
(CzK million) Total amount Weight (%) Total amount Weight (%)
Czech Republic 79916 829 72,537 813
Russia 2419 25 3,007 34
Other CEE countries 9,566 99 9,605 10.8
EU countries 2,947 31 2,305 26
Netherlands 375 04 238 03
Germany 169 0.2 - -
Austria 860 0.9 760 0.9
Other EU countries 1,543 1.6 1,307 15
USA 810 0.8 1476 1.7
Other world countries 800 0.8 296 03
Total 96,458 100.0 89,226 100.0
Economic concentration
31.12. 2016 31.12. 2015
(CZK million) Total amount Weight (%) Total amount Weight (%)
Public sector 121,709 782 15478 773
Financial 22429 144 25448 171
Energy 2,343 15 1142 0.8
Utilities 4,691 3.0 4,357 29
Materials 848 0.5 1,042 0.7
Telecommunication services 2,036 13 415 03
Industrial 724 05 686 0.5
Other sectors 882 0.6 577 04
Total 155,662 100.0 149,145 100.0
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31.12. 2016 31.12. 2015
(CZK million) Total amount Weight (%) Total amount Weight (%)
Public sector 85,164 88.3 78,38 875
Financial 7,850 81 8,560 9.6
Energy 420 04 167 02
Utilities 1,646 1.7 1449 1.6
Materials 278 03 594 0.7
Telecommunication services 577 0.6 - 0.0
Industrial 449 0.5 318 04
Other sectors 74 01 - -
Total 96,458 100.0 89,226 100.0

The risk characteristics of each bond or loan are taken into account when assessing economic and geographic concentration. The
amounts reflected in the tables represent the maximum accounting loss that would be recognised as at the end of the reporting period
if the counter parties failed completely to perform as contracted and any collateral or security proved to be of no value. The amounts,
therefore, greatly exceed incurred losses, which are included in the allowance for uncollectibility.

E.6. Liquidity risk

Liquidity risk arises in the general funding of the Group’s activities and in the management of its positions. It includes both the risk of
being unable to fund assets using instruments with appropriate maturities and rates and the risk of being unable to liquidate an asset
sufficiently quickly and in the appropriate amount, and the risk of being unable to meet obligations as they become due.

All the business units have access to a diverse funding base. Apart from insurance liabilities, which serve as a main source of financing,
funds are raised using a broad range of instruments including deposits, other liabilities evidenced by paper, reinsurance policy,
subordinated liabilities and shareholder equity. This enhances funding flexibility, limits dependence on any one source of funds and

generally lowers the cost of funds.

The business units strive to maintain a balance between continuity of funding and flexibility through the use of liabilities with a range of
maturities; for details see the section above on asset and liability matching. Further, all the business units hold a portfolio of liquid
assets as part of its liquidity risk management strategy. The Group continuously monitors the liquidity risk to gain smooth access to
funds to meet known obligations, with an additional buffer to cover potential unknown situations. Special attention is paid to the
liquidity management of the non-life insurance business requiring sufficient funding to meet all the potential obligations in the event of

a natural disaster or other extraordinary event.

All the business units as well as the Group as a whole continually assesses the liquidity risk by identifying and monitoring changes in the
funding required to meet business goals and the targets set in terms of the overall strategy.

The following table shows an analysis of the Group’s financial assets and liabilities broken down into their relevant maturity bands

based on the residual contractual maturities.

Residual contractual maturities of financial assets

31.12. 2016 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Investments 23,588 55,225 85,130 18,586 182,529
Loans 7,975 927 - - 8,902
Available for sale 15494 48162 85,018 7,938 156,612
Bonds 15494 48162 85,018 - 148,674
Equities - - - 1,744 1,744
Investment fund units - - - 6,194 6,194
Financial assets at fair value through profit or loss 119 6,136 12 10,648 17,015
Bonds - 5,890 - - 5,890
Equities - - - 105 105
Investment fund units - - - 2,807 2,807
Unit-linked investments 56 134 - 7,736 7,926
Derivatives 63 112 12 - 287
Receivables 5433 176 1,107 - 6,716
Cash and cash equivalents 5,694 - - - 5,694
Total financial assets 34,715 55,401 86,237 18,586 194,939
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31.12. 2015 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Investments 22,392 57,568 75151 19,671 174,782
Loans 5,526 905 - - 6431
Available for sale 15,337 50,530 74,962 9,229 150,058
Bonds 15,337 50,530 74,962 - 140,829
Equities - - - 2,193 2193
Investment fund units - - - 7,036 7,036
Financial assets at fair value through profit or loss 1,529 6,133 189 10442 18,293
Bonds 1,201 6,014 - - 7,215
Equities - - - 165 165
Investment fund units - - - 2,681 2,681
Unit-linked investments 66 6 130 7,596 7,798
Derivatives 262 113 59 - 434
Receivables 6,537 22 514 - 7,073
Cash and cash equivalents 4143 - - - 4,143
Total financial assets 33,072 57,590 75,665 19,671 185,998
Of which relates to the Transformed fund
31.12. 2016 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Investments 9,449 32,276 55,816 3,041 100,582
Loans 1,000 - - - 1,000
Available for sale 8435 28,750 55,769 2,751 95,705
Bonds 8435 28,750 55,769 - 92,954
Equities - - - 255 255
Investment fund units - - - 2496 2496
Financial assets at fair value through profit or loss 14 3,526 47 290 3,877
Bonds - 3,504 - - 3,504
Equities - - - 103 103
Investment fund units - - - 187 187
Derivatives 14 22 47 - 83
Receivables 381 - - - 381
Cash and cash equivalents 1,025 - - - 1,025
Total financial assets 10,855 32,276 55,816 3,041 101,988
31.12. 2015 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Investments 12,703 32,489 46,858 2,674 94,724
Loans 2,750 - - - 2,750
Available for sale 9443 28,904 46,858 2,330 87,535
Bonds 9443 28,904 46,858 - 85,205
Equities - - - 123 123
Investment fund units - - - 2,207 2,207
Financial assets at fair value through profit or loss 510 3,585 - 3h4 4439
Bonds 450 3,571 - - 4,021
Equities - - - 160 160
Investment fund units - - - 184 184
Derivatives 60 14 - - 74
Receivables 729 - - - 729
Cash and cash equivalents 632 - - - 632
Total financial assets 14,064 32,489 46,858 2,674 96,085
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Residual contractual maturities of liabilities

31.12. 2016 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Financial liabilities 7,572 3,636 797 - 12,005
Financial liabilities at fair value through profit or loss 969 804 797 - 2,570
Other financial liabilities 6,603 2,832 - - 9435
Payables 8,094 - - - 8,094
Other liabilities 2,267 16 23 - 2,406
Total liabilities 17,933 3,752 820 - 22,505
31.12. 2015 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Financial liabilities 1,747 2,519 1,164 1,400 6,830
Financial liabilities at fair value through profit or loss 429 480 1164 - 2,073
Other financial liabilities 1,318 2,039 1400 4,756
Payables 8,035 - - - 8,035
Otbher liabilities 2,077 105 12 - 2,194
Total liabilities 11,859 2,624 1176 1,400 17,059
Of which relates to the Transformed fund
31.12. 2016 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Financial liabilities 319 154 554 - 1,027
Financial liabilities at fair value through profit or loss 319 154 554 - 1,027
Other financial liabilities - - - - -
Payables 121 - - - 121
Other liabilities 93 - - - 93
Total liabilities 533 154 554 - 1,241
31.12. 2015 Less than Between More than Unspecified Total
(CZK million) 1year 1and 5 years 5 years
Financial liabilities 19 194 492 - 805
Financial liabilities at fair value through profit or loss 19 194 492 - 805
Other financial liabilities - - - - -
Payables 80 - - - 80
Other liabilities 199 - - - 199
Total liabilities 398 194 492 - 1,084

The following table shows the amount of insurance liabilities and financial liabilities for investment contracts broken down by
contractual maturity.

Estimated cash flows of insurance liabilities and liabilities of investment contracts with DPF

31.12. 2016 Less than Between Between Between Between More than Total
(CZK million) 1year 1and 5 5and 10 10 and 15 15 and 20 20 years
years years years years

Non-life insurance liabilities 6,490 3,719 1,762 1,566 1,410 1,096 16,043
RBNS & IBNR 6,107 3,719 1,762 1,566 1410 1,096 15,660
Other insurance liabilities 383 - - - - - 383
Life insurance liabilities 4,418 12,616 11,055 5,858 4,270 6,199 L4416
Financial liabilities

from investment contracts 32,696 14,710 12,390 9,021 9,763 14,237 92,817

Total 43,604 31,045 25,207 16,445 15,443 21,532 153,276
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31.12. 2015 Less than Between Between Between Between More than Total
(CZK million) 1year 1and5 5and 10 10 and 15 15 and 20 20 years
years years years years
Non-life insurance liabilities 6,714 3,811 1,784 1,622 1,460 1,135 16,526
RBNS & IBNR 6404 3,811 1,784 1,622 1460 1135 16,216
Other insurance liabilities 310 - - - - - 310
Life insurance liabilities 7,067 14,060 10,928 5,564 3,658 5,825 47,102
Financial liabilities
from investment contracts 31,409 14,830 1,105 8,405 8,476 13,436 87,661
Total 45,190 32,701 23,817 15,591 13,594 20,396 151,289
Of which relates to the Transformed fund
31.12. 2016 Less than Between Between Between Between More than Total
(CZK million) 1year 1and5 5and 10 10 and 15 15 and 20 20 years
years years years years
Life insurance liabilities 20 9 7 5 6 8 55
Financial liabilities
from investment contracts 32,687 14,710 12,390 9,021 9,763 14,236 92,807
Total 32,707 14,719 12,397 9,026 9,769 14,244 92,862
31.12. 2015 Less than Between Between Between Between More than Total
(CZK million) 1year 1and 5 5and 10 10 and 15 15 and 20 20 years
years years years years
Life insurance liabilities 18 8 6 5 5 8 50
Financial liabilities
from investment contracts 31,396 14,830 11,105 8,405 8,476 13,436 87,648
Total 31,414 14,838 1,1 8,410 8,481 13,444 87,698

E.7. Insurance risks

Insurance risk results from the uncertainty surrounding the timing, frequency and size of claims under insurance contracts. The principal
risk is that the frequency or size of claims is greater than expected. In addition, for some contracts, there is uncertainty about the timing
of insured events. These are, by nature, random, and the actual number and size of events during any one year may vary from those

estimated using established statistical techniques.

The Group is exposed to actuarial and underwriting risk through a wide range of life and non-life products offered to customers:
participating and non-participating traditional life products, unit-linked, annuities, universal life products, guaranteed investment
products and all lines of non-life products (property, accident and health, car, third party liability and disability).

The most significant components of actuarial and underwriting risk concern the adequacy of insurance premium rate levels and the
adequacy of provisions with respect to insurance liabilities and the capital base. The adequacy is assessed taking into consideration the
supporting assets (fair and book value, currency and interest sensitivity), changes in interest rates and exchange rates and developments
in mortality, morbidity, non-life claims frequency and amounts, lapses and expenses as well as general market conditions. Specific
attention is paid to the adequacy of provisions for the life business. For a detailed description of the liability adequacy test, see note C.3.3.

The Group manages insurance risk in the individual business units using internal guidelines for product design, reserving, pricing criteria,
reinsurance strategy and guidelines for underwriting. Monitoring risk profiles, reviewing insurance-related risk control and asset/liability
management are also carried out by senior management. For those insurance contracts that contain high interest rate guarantees,

stochastic modelling is used to assess the risk of these rate guarantees. The pricing reflects the cost of the guarantees and appropriate
reserves are established accordingly.

Methods based on dynamic and stochastic modelling were implemented and are continuously being improved. These methods will be

used, among others, to measure the economic capital of insurance risks.
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E.71. Concentration of insurance risk
A key aspect of the insurance risk faced by the Group is the extent of the concentration of insurance risk, which determines the extent
to which a particular event or series of events could impact significantly the Group’s liabilities. Such concentrations may arise from
a single insurance contract or through a number of related contracts where significant liabilities could arise. An important aspect of the
concentration of insurance risk is that it could arise from the accumulation of risks within a number of different insurance classes.
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Concentrations of risk can arise in low frequency, high-severity events such as natural disasters; in situations where the Group is
exposed to unexpected changes in trends, for example, unexpected changes in human mortality or in policyholder behaviour; or where
significant litigation or legislative risks could cause a large single loss, or have a pervasive effect on many contracts.

E.71.1. Geographic and sector-related concentrations
The risks underwritten by the Group are primarily located in the Czech Republic.

The following tables provide an overview of the gross written premiums according to the countries in which the Group operates and
according to the different lines of business.

Life gross premiums written by line of business and by geographical area

2016

(CZK million) Saving & Pension Protection Unit Linked Total
Czech Republic 4,009 3,568 1,576 9,153
Other countries - - - -
Total 4,009 3,568 1,576 9,153
2015

(CZK million) Saving & Pension Protection Unit Linked Total
Czech Republic 4,666 3,659 1,635 9,960
Other countries - - - -
Total 4,666 3,659 1,635 9,960
Non-life gross premiums written by line of business and by geographical area

2016 Non motor

(CZK million) Motor Property General  Accident, Health Other Total

liability and Disability

Czech Republic 8,322 7,667 2,192 767 287 19,235
Other countries - - - - - -
Total 8,322 7,667 2192 767 287 19,235
2015 Non motor

(CZK million) Motor Property General Accident, Health Other Total

liability and Disability

Czech Republic 8,041 7,768 2,108 796 136 18,849
Other countries - - - - _ -
Total 8,041 7,768 2,108 796 136 18,849

The breakdown according to gross premium written is a reliable approximation of the concentration of the total sum insured from the
geographical perspective.

The reinsurance has no significant impact on the concentration of the insurance risk.

E.7.1.2. Low-frequency, high-severity risks

Significant insurance risk is connected with low-frequency and high-severity risks. The Group manages these risks through its

underwriting strategy and adequate reinsurance arrangements.

According to its underwriting strategy, the most significant risk of natural disaster to which the Group is exposed is the risk of flooding
in the Czech Republic. In the event of a major flood, the Group expects the property portfolio to see high claims for structural damage
to properties and contents, and high claims for business interruption while transport links are inoperable and business properties are

closed for repair. Apart from the risk of flooding, other climatic phenomena, such as long-lasting snow-fall, claims caused by snow-

weight or strong wind-storms or hail-storms would have a similar effect.
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Underwriting strategy

The underwriting strategy is an integral part of the annual business plan that specifies the classes of business to be written within the
planned period and the target sectors of clients. Following approval of underwriting limits by the Board of Directors, the strategy is
cascaded to the individual underwriters in the form of underwriting limits (each underwriter can write business by line size, class of
business, territory and industry in order to ensure the appropriate risk selection within the portfolio).

E.71.3. Life underwriting risk
In the life portfolio of the Group, there is a prevailing component of saving contracts, but there are also pure risk covers (death plus
riders, such as an accident, disability, dread disease, etc.) and some annuity portfolios, with the presence of the longevity risk.

The risks related to policies with prevailing saving component are considered in a prudential way when pricing the guaranteed interest
rate, in line with the particular situation of the local financial market, and also taking into account any relevant regulatory constraint.

As far as the demographic risk related to pure risk portfolios is concerned, the mortality tables used in the pricing are prudent. The
standard approach is to use population or experience tables with adequate safety loadings.

For the most important risk portfolios a detailed analysis of mortality experience is carried out every year in comparison with the
expected mortality of the portfolio, determined according to the most up-to-date mortality tables available in each market. This analysis
takes into consideration the mortality by sex, age, policy year, sum assured, other underwriting criteria and also mortality trends.
Detailed analysis of risks concerning to dread disease and disability is also prepared annually.

As far as lapse risk (risks related to voluntary withdrawal from the contract) and expense risk (risks related to inadequacy of charges
and loadings in the premiums in order to cover future expenses) is concerned, it is evaluated in a prudent manner in the pricing of new
products, considering the construction and the profit testing of new tariff assumptions derived from the experience of the Group, or if it
is not sufficiently reliable or suitable, the experience of the other Generali Group entities or the general experience of the local market. In
order to mitigate lapse risk, surrender penalties are generally considered in the tariff and are determined in such a way to compensate,
at least partially, the loss of future profits.

The table below shows the insurance liabilities of the life gross direct business by level of guaranteed interest rate. Financial liabilities
related to investment contracts with DPF are included as well.

Insurance liabilities of life gross direct business: level of financial guarantee

Gross direct insurance

(CZK million) 31.12. 2016 31.12. 2015
Liabilities with guaranteed interest 122,707 120,041
between 0% and 249% 105,605 100,760
between 2.5% and 349% 4,215 4482
between 3.5% and 449% 2,366 2,579
more than 4.5% 10,521 12,220
Provisions without guaranteed interest 12,297 12,590
Total 135,004 132,631

Insurance liabilities presented in the above table include Mathematical provision of CZK 34,162 million (2015: CZK 37,121 million), life Provision
for unearned premium of CZK 235 million (2015: CZK 256 million), Unit-linked provision of CZK 7,790 million (2015: CZK 7,593 million) and
Financial liabilities at amortised cost related to investment contracts of CZK 92,817 million (2015: CZK 87,661 million).

Of which relates to the Transformed fund

Gross direct insurance

(CZK miillion) 31.12. 2016 31.12. 2015
Liabilities with guaranteed interest 92,807 87,648

between 0% and 249% 92,807 87,648
Total 92,807 87,648
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E.714. Non-life underwriting risk
The pricing risk covers the risk that the premium charged is insufficient to cover actual future claims and expenses.

The reserving risk relates to the uncertainty of the run-off of reserves around its expected value, which is the risk that the actuarial
reserve is not sufficient to cover all liabilities of claims incurred. Its assessment is closely related to the estimation of reserves and both
processes are performed together for consistency reasons using claim triangles and all other relevant information collected and
analysed according to specific guidelines.

The Group has the right to re-price the risk on renewal and reject fraudulent claims. These contracts are underwritten by reference to
the commercial replacement value of the properties and contents insured, and claims payment limits are always included to cap the
amount payable on occurrence of the insured event.

E.7.2. Reinsurance strategy
Annually the Group pursues a renewal of reinsurance treaties which reinsures some of the underwritten risks in order to control its
exposures to individual, frequent and catastrophic losses according to quantitative and qualitative points and protect its capital resources.

The Group concludes the proportionate and non-proportionate reinsurance treaties or a combination of these reinsurance treaties to
reduce its net exposure. The maximum net exposure limits for particular business lines are reviewed annually. To provide additional
protection, the Group uses facultative reinsurance for certain insurance policies.

The majority of reinsurance treaties are concluded with GP Reinsurance EAD (“GP RE”) - the GCEE group captive reinsurance company
based in Bulgaria. In addition, the Group benefits from the consolidated reinsurance program and the diversification of its risks due to
the GP RE group coverage which is retro-ceded. From 2014 the treaty coverage is provided in almost all lines of business by the ultimate
shareholder Assicurazioni Generali S.p.A. (whereas in previous years, the retrocessions were made on the external market); this is

a consequence of the new Generali Group business model which provides 100% treaty reinsurance cessions to the ultimate shareholder.

Ceded reinsurance contains a reinsurers’ credit risk as the cession does not relieve the Group of its obligations to its clients. Through
the GCEE credit risk management, the Group regularly evaluates the financial status of its reinsurers and monitors the concentration of
credit risk to minimise its exposure to financial loss caused by a reinsurer’s insolvency. Placement of non-life obligatory reinsurance
treaties is managed by the GCEE and is guided by the Security List of Assicurazioni Generali S.p.A.

All reinsurance issues are subject to strict review. This includes the evaluation of reinsurance arrangements, setting the minimum
capacity and retention criteria, monitoring the purchase of reinsurance against those criteria, erosion of the reinsurance programme and
its ongoing adequacy and credit risk. Treaty capacity needed is based on both internal and group modelling.

The overview of obligatory reinsurance treaties for the main programme and underwriting year 2016:

Line of business / Treaty Form of reinsurance Leader
Property

Property Quota Share + Risk X/L, CAT X/L, AGG X/L GP Re
Engineering Quota Share + Risk X/L, CAT X/L, AGG X/L GP Re
Civil Building Quota Share, CAT X/L, AGG X/L GP Re
Household Quota Share, CAT X/L, AGG X/L GP Re
SME Property Quota Share, CAT X/L, AGG X/L GP Re
Liability

Commercial Liability Quota Share + Risk X/L GP Re
Motor Third Party Liability Quota Share + Risk X/L GP Re
D&O Quota Share GP Re
Marine

Cargo transport Quota Share + Risk X/L GP Re
CASCO Quota Share + CAT X/L GP Re
Medical Expenses Quota Share + X/L GP Re
Agriculture

Livestock Risk + CAT X/L GP Re
Hail Stop Loss GP Re
Bonds

Bonds Quota Share GP Re
Financial Risks

Insolvency of mortgagers X/L GP Re
Life, pensions

Individual life insurance Surplus Assicurazioni Generali
Group life insurance Quota Share Assicurazioni Generali
Life & Disability Surplus Swiss Re
Personal Accident Quota Share GP Re
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E.8. Operating risk and other risks

Operational risk is defined as the potential losses, including opportunity costs, arising from inadequate or failed internal processes,
personnel and systems or from external events. The operational risk category includes the compliance risk that is the risk of incurring
legal or regulatory sanctions, or material financial losses, or reputational damage rising from failure to comply with laws, regulations and
administrative provisions applicable to the Group business. In addition, the financial reporting risk is also considered an operational risk.
This is the risk of a transaction error which could entail an untrue and incorrect representation of the situation of the assets, liabilities,
profit or loss in the Group’s financial statements.

As part of the ongoing processes of Generali Group, the Group has set some common principles and techniques to manage the

Operational Risk:

- policies and operating guidelines are in place to establish a consistent framework for Operational Risk management within Generali Group;

- assessment methodologies to identify significant risk event types and evaluate their impact on Group objectives;

- process of collecting the information on operational losses occurred to validate the results of different assessments and allow for the
identification of not yet unidentified risks and control deficiencies;

- common methodologies and principles guiding internal audit activities in order to identify the most relevant processes to be audited.

The operational risk management process is based primarily on assessing the risks by experts in different fields of Group operations
and collecting information on actually occurred losses. Outputs of these analyses are used to target investment in new or modified
controls and mitigation actions in order to keep the level of risks in an acceptable range.

E.8.1. Operating systems and IT security management

Organization of the Parent Company’s IT is based on separating the IT security unit from IT operations and IT development. The rules
set by the Parent Company regarding IT risk management and IT security are based on the rules and recommendations contained in
ISO/IEC 27001:2013 Information technology - Security techniques - Information security management systems - Requirements and on
guidelines and policies created by Generali Group IT Risk and Security (Group IT Security Guideline and Group IT Risk Management
Guideline effective from 1 October 2016).

E.8.2. Other risks

In addition to the above mentioned main risk categories, the Group assesses also some other risks which are difficult to measure so

their assessment relies on expert estimation:

- Reputational Risk, i.e, the risk of potential losses due to a reputational deterioration or to a negative perception of the Group’s or
Generali Group’s image among its customers, counterparties, shareholders and Supervisory Authority.

- Strategic Risk, i.e, the risk arising from external changes and/or internal decisions that may impact on the future risk profile of the
Group or Generali Group.

- Contagion Risk, i.e, the risk that problems arising from one of the Generali Group’s local entities could affect the solvency, economic
or financial situation of other entities within Generali Group or Generali Group as a whole.

- Emerging Risk, i.e, the new risks due to the internal or external environmental, social or technological changes that may increase the
Group’s or Generali Group’s risk exposure or require defining a new risk category.

Assessment of these risks is performed on at least a yearly basis as a part of planning process aimied at identification of potential
threats to planned business objectives.

E.9. Financial strength monitoring by third parties
The Group’s risks are also monitored by third parties such as the insurance regulators.

Moreover, the leading rating agencies periodically assess the financial strength of the whole Generali Group expressing a judgment on
the ability to meet the ongoing obligations assumed towards policyholders.

This assessment is performed taking into account several factors such as, financial and economic data, the positioning of the Group
within its market, and the strategies developed and implemented by the management.

The Parent Company has a financial strength rating of “A” (Excellent) and an issuer credit rating of “a”, both with a stable outlook,
assigned by A.M. Best on 28 October 2016.

The rating reflects the Parent Company’s very strong business profile, excellent record of technical profitability and solid risk-adjusted
capitalisation.

The rating is also derived from the strategic importance of the Parent Company as a member of the Generali Group. Additionally, the
Parent Company is considered as a key element of Generali strategy in Central and Eastern Europe.
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E.10. Capital management

The objectives of Generali Group’s as well as the individual business unit’s capital management policy are:

- to guarantee the accomplishment of solvency requirements as defined by the specific laws of the sector where the participated
companies operate (insurance, pension funds and financial sector);

to safeguard the going concern and the capacity to develop own activities;

- to continue to guarantee an adequate remuneration of the shareholder’s capital; and

to determine adequate pricing policies that are suitable for the risk level of each sectors’ activity.

E10.1. Solvency

The Parent Company carries out business in the insurance sector, which is a regulated industry. The Parent Company has to comply with
all regulations set in the Insurance Act No. 277/2009 Coll. and regulation No. 306/2016 Coll,, fully harmonised with EU regulation,
including prudential rules relating to the capital. The Generali Group uses an internal approach to determine the available financial
resources and the capital requirements for risks to which it is exposed to (Group Internal Model), while maintaining consistency with the
basic framework of Solvency Il, which came effective in 2016. On 7 March 2016, the Parent Company received the regulatory approval to
use the Group Internal Model for regulatory solvency capital requirement calculations.

During 2016, activities aimed at enhancing the Risk Management System have continued, mainly in terms of advanced risk and solvency
analysis and embedding the risk management in the business decisions. In minor areas, the yet remaining Solvency Il requirements were
implemented. This development was linked to the refinement of the methodology concerning the assessment of available financial
resources and the variety of associated risks, consistently with an economic approach. Within risk assessment and monitoring
enhancement activities, focus has been given to improve the overall validation activity of the overall risk assessment process, in order to
fulfil the tests and standard requirements of the regulatory regime. Finally, activities aimed at a wider and more transparent disclosure
of risks have been carried out, in light of Solvency Il Pillar Il (Own Risk and Solvency Assessment) and Pillar Il requirements (regulatory
and market disclosure).

The Parent Company regularly assesses its statutory solvency position, which is derived from the ratio of its available capital and the
capital requirement.

Shareholder’s funds per financial statements of Parent company are further adjusted for revaluation of assets and liabilities to market
value according to Solvency Il rules for inclusion in the regulatory available capital.

Based on preliminary calculations, all insurance companies in the Group fulfil the regulatory capital requirements in respect of Solvency
position as of 31 December 2016. The final solvency position according to the Solvency Il requirements will be available after the date
the financial statements are approved for issue and will be published as a part of the Solvency and Financial Condition Report (SFCR) at
the end of the May 2017.

F. Notes to the Consolidated Statement of Financial Position, Income Statement and
Comprehensive Income Statement

F.1. Intangible assets

(CZK million) 31.12. 2016 31.12. 2015
Goodwill 1,286 1,289
of which is goodwill on Penzijni spole¢nost Ceské pojistovny, a.s. 584 584
of which is goodwill on Generali SAF Pensii Private SA 702 705
Other intangible assets 1,026 1,080
Software 976 1,019
Present value of future profits from portfolios acquired 45 55
Intangible assets - other 5 6
Total 2,312 2,369
Of which relates to the Transformed fund:
(CZK million) 31.12. 2016 31.12. 2015
Other intangible assets 45 55
Present value of future profits from portfolios acquired 45 55
Total 45 55
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F1.. Goodwill

The balance of the goodwill on Penzijni Spole¢nost Ceské pojistovny, a.s. represents the goodwill that arose from the acquisition of ABN
AMRO Penzijni fond, a.s. in 2004. The goodwill related to Generali SAF de Pensii Private S.A. is connected with the acquisition of the
company in 2008.

The cash-generating units (CGU) to which goodwill has been allocated are tested for impairment annually by comparing the carrying
amount of the CGU, including the goodwill, with the recoverable amount of the unit. Annual impairment review resulted in no
impairment charge neither for 2016 nor 20715.

The following sections describe how the Group determines the recoverable amount of its goodwill carrying cash-generating units and
provides information on certain key assumptions on which management based its determination of the recoverable amount.

Generali SAF de Pensii Private S.A.

The recoverable amount of Generali SAF de Pensii Private S.A. is calculated on the basis of its value in use. The Group employs

a valuation model based on discounted post-tax cash flows. The model calculates the present value of the estimated future cash inflows
and outflows, considering projections on budgets/forecasts approved by management. The cash flows are projected for 20 years in
order to take into account the long-term nature of the pension fund investments.

These key assumptions have been made by management reflecting past experience and are consistent with relevant external sources of
information. The key assumptions to which the calculation of value in use is most sensitive are the earnings projection, long-term
growth and discount rate.

The key assumptions used for value in use calculations to test the recoverability of goodwill are as follows:

Long-term growth rate 2.00%
Discount rate 9.07%

The most important assumptions behind the earnings projections are the fees on contributions from pension fund members, which is
equal to 2.5% of the contribution, and the asset management fee, which is equal to 0.5% of the managed assets. Management believes
that both percentages will be stable during the planned period.

The discount rate applied is comprised of a risk-free interest rate, market risk premium and size premium. Management believes that,
currently, there are no reasonably possible changes in any of the key assumptions, which would lead to the recoverable amount being
below the carrying amount.

Penzijni spolec¢nost Ceské pojistovny including the Transformed fund (PSCP)
The Dividend Discount Model has been used for the determination of the value in use of PSCP.

The Dividend Discount Model is based on the hypothesis that the value of a cash-generating unit is equal to the present value of the
post-tax cash flows available for its shareholders. These cash flows are supposed to be equal to the flows derived from the distributable
dividends, while maintaining an adequate capital structure as required by the laws in force and the entity’s economic nature and to
maintain its expected future development.

According to this method, the value of the cash-generating unit is equal to the sum of the discounted value of future dividends plus the
terminal value of the cash-generating unit itself.

The application for this criterion has generally entailed the following phases:

- For forecasting the future cash flows of PSCP, the detailed information included in the last available Rolling Plan 2017-2019 has been
considered. The main economic-financial data (i.e. net profit) has been calculated for two additional years (2020 and 2021) on the
basis of the growth rate in the last year of the Rolling Plan (2019) to extend the forecast period;

- Explicit forecasting of the future cash flows to be distributed to shareholders in the planned time frame, taking into account limits
requiring the maintenance of an adequate capital level;

- Calculating the cash-generating unit’s terminal value, that is the expected value of the cash-generating unit at the end of the latest
year planned;

- Discount rate applied to future cash flows in years 1to 5 is calculated on the basis of the Capital Asset Pricing Model (CAPM)
formula. This model considers the return rate of risk-free investments , market risk premium and size premium;

- The discount rates used to discount future profits which arise after fifth year are derived from Group’s Embedded value methodology.
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Key assumptions used for value in use calculation are as follows:
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Long-term growth rate

1.00%

Discount rate

5.51%

Management believes that, currently, there are no reasonably possible changes in any of the key assumptions, which would lead to the

recoverable amount being below the carrying amount.

F1.2. Other intangible assets

The tables below show the development of the individual classes of other intangible assets.

2016 Software Present Value Other Total
of Future intangible
(CZK million) Profits assets
Acquisition cost as at beginning of reporting period 5,888 153 69 6,109
Accumulated amortization and impairment losses as at beginning of reporting period (4,869) (98) (63) (5,029)
Carrying amount as at beginning of reporting period 1,019 55 6 1,080
Additions 234 - 2 236
Disposals ) - - ®3)
Business combinations 1 - - 1
Amortisation of the period 279) (10) @ (296)
Other changes 4 - 4 8
Carrying amount as at end of reporting period 976 45 5 1,026
Accumulated amortisation and impairment losses as at end of reporting period (5,146) (108) (44) (5,298)
Acquisition cost as at end of reporting period 6,122 153 49 6,324
2015 Software Present Value Other Total
of Future intangible
(CZK million) Profits assets
Acquisition cost as at beginning of reporting period 5,823 153 70 6,046
Accumulated amortization and impairment losses as at beginning of reporting period (4,670) (82) (61 (4,813)
Carrying amount as at beginning of reporting period 1,153 Al 9 1,233
Additions 240 - - 240
Disposals (55) - - (55)
Disposals of subsidiaries @) - - (@)
Portfolio transfer (13) - - (13)
Amortisation of the period (304) (16) (&) (324)
Other changes - - 1 1
Carrying amount as at end of reporting period 1,019 55 6 1,080
Accumulated amortisation and impairment losses as at end of reporting period (4,869) (98) (63) (5,029)
Acquisition cost as at end of reporting period 5,888 153 69 6,109

The line Disposals of subsidiaries in 2015 is connected with derecognition of assets related to the sale of CP INVEST investi¢nf

spole¢nost, a.s. and CP DIRECT, a.s. Disposal of business related to the Polish branch of Ceska pojistovna is reported in line “Portfolio

transfer” (see Note F.8).
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Of which relates to the Transformed fund:
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2016 Present Value Total
(CZK million) of Future Profits
Acquisition cost as at beginning of reporting period 153 153
Accumulated amortization and impairment losses as at beginning of reporting period (98) (98)
Carrying amount as at beginning of reporting period 55 55
Amortisation of the period (10) (10)
Carrying amount as at end of reporting period 45 45
Accumulated amortisation and impairment losses as at end of reporting period (108) (108)
Acquisition cost as at end of reporting period 153 153
2015 Present Value Total
(CZK million) of Future Profits
Acquisition cost as at beginning of reporting period 153 153
Accumulated amortization and impairment losses as at beginning of reporting period (82) (82)
Carrying amount as at beginning of reporting period n 71
Amortisation of the period (16) (16)
Carrying amount as at end of reporting period 55 55
Accumulated amortisation and impairment losses as at end of reporting period (98) (98)
Acquisition cost as at end of reporting period 153 153

Present value of future profits

The Group performs a valuation of the present value of future profits related to the ABN AMRO portfolio, within the annual embedded
value calculations. This valuation confirmed the present value of the respective portfolio, which exceeds its carrying amount (CZK 45 million).

The embedded value calculation follows the MCEEV Principles. The reference rates used to derive risk-neutral economic scenarios are

calibrated to CZK government bonds and both investment rates and implied volatilities are as at the end of year 2016.

F.2. Tangible assets

F.21. Land and buildings (self used)

(CZK million) 2016 2015
Gross book value as at beginning of reporting period 304 277
Accumulated depreciation and impairment as at beginning of reporting period (162) (138)
Carrying amount as at beginning of reporting period 142 139
Additions 21 34
Disposals - [©)
Other changes - (@)
Depreciation of the period (28) (28)
Carrying amount as at end of reporting period 135 142
Accumulated depreciation and impairment as at end of reporting period (190) (162)
Gross book value as at end of reporting period 325 304
Fair value 135 142
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F.2.2. Other tangible assets
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(CZK million) 2016 2015
Gross book value as at beginning of reporting period 332 423
Accumulated depreciation and impairment as at beginning of reporting period (250) (307)
Carrying amount as at beginning of reporting period 82 116
Additions 10 36
Disposals of subsidiaries - @
Reclassifications ) -
Portfolio transfer - (36)
Disposals - (@)
Other changes @) @)
Depreciation of the period (20) 23)
Carrying amount as at end of reporting period 59 82
Accumulated depreciation and impairment as at end of reporting period (241) (250)
Gross book value as at end of reporting period 300 332
Fair value 59 82

Other tangible assets consist mainly of furniture, office and IT equipment.

F.3. Investments

F.3.1. Investment properties
(CZK million) 2016 2015
Carrying amount as at beginning of reporting period 8,381 7454
Foreign currency translation effects (@) (69)
Increases 92 8
Acquisitions 1,572 976
Reclassifications - 6
Decreases (52) -
Revaluation and other changes 242 6
Carrying amount as at end of reporting period 10,214 8,381

The Group acquired two investment properties in 2016. In March 2016, the Group acquired an office building located in the centre of
Prague, Namésti republiky. The fair value of the acquired investment property amounted to CZK 788 million.

The second transaction occurred in May 2016. The Group purchased real estate entity MUSTEK PROPERTIES, s.r.o. owning accommodation

and retail premises located in the centre of Prague. The fair value of the investment property amounted 