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Notes:

For details on the calculation of
ratios and the net investment
income, see the glossary in
Appendix C.

The net investment income of
the investment portfolio does
not include the net investment
income relating to assets of
policyholders who bear the
investment risk since such assets do
not affect the income statement.
The mathematical provision

of policyholders who bear the
investment risk moves in line with
this line item.

The number of employees
employed by the Sava Re Group in
2015 differs from the one published
in the 2015 annual report as it
includes non-insurance companies
of the Sava Re Group.

GROSS PREMIUMS WRITTEN

Year-on-year change (%)

NET PREMIUMS EARNED

Year-on-year change (%)

GROSS CLAIMS PAID

Year-on-year change (%)

NET CLAIMS INCURRED

Year-on-year change (%)

NET INCURRED LOSS RATIO

NET INCURRED LOSS RATIO, EXCLUDING THE EFFECT OF EXCHANGE DIFFERENCES

OPERATING EXPENSES, INCLUDING REINSURANCE COMMISSION INCOME

Year-on-year change (%)

Net expense ratio

NET COMBINED RATIO

NET COMBINED RATIO, EXCLUDING THE EFFECT OF EXCHANGE DIFFERENCES

Net inv. income of the investment portfolio

Return on the investment portfolio

Net inv. income of the investment portfolio, excluding exchange differences

Return on the investment portfolio, excluding exchange differences

PROFIT/LOSS, NET OF TAX

Year-on-year change (%)

PROFIT/LOSS BEFORE TAX

Year-on-year change (%)

COMPREHENSIVE INCOME

Year-on-year change (%)

RETURN ON EQUITY

TOTAL ASSETS

% change on 31 Dec. of prior year

SHAREHOLDERS’ EQUITY

% change on 31 Dec. of prior year

NET TECHNICAL PROVISIONS

% change on 31 Dec. of prior year

Book value per share

Net earnings/loss per share

No. of employees (full-time equivalent basis)




Key

figures

Sava Re Group Sava Re

2016 2015 2016 2015
490,205,154 486,264,557 147,426,893 151,982,421
0.8% 39% 3.0% 15.7 %
458,101,526 447,559,605 133,428,875 125,479,297
2.4 % 23% 6.3% 10.2%
269,445,796 271,503,134 85,165,592 89,689,537
-0.8% 6.3 % 50% 27.8 %
268,393,776 273,129,823 81,781,565 86,680,582
=.7% 6.2 % 57 % 339%

58.6 % 60.5 % 61.3 % 69.1 %

58.2 % 59.5 % 60.2 % 66.3 %
155,830,879 145,261,469 44,475,032 37,623,325
73 % 11% 18.2 % 19%
34.0% 325% 33.3% 30.0%

95.0 % 95.8 % 94.9 % 99.2 %

94.6 % 94.9 % 93.6 % 96.7 %
24,612,812 26,985,847 27,684,549 15,634,555
2.4 % 27 % 6.0 % 35%
23,122,262 23,706,782 26,323,674 12,407,054
22% 2.4 % 58% 2.8%
32,918,213 33,365,451 32,873,817 16,191,902
1.3% 93% 103.0 % 276 %
40,669,987 40,097,971 34,977,140 16,739,349
1.4 % 29% 109.0 % 347 %
37,660,245 27,618,054 33,693,737 14,814,031
36.4 % -325% 1274 % -44.0 %
1.3% 12.0 % 12.3% 6.2 %
31/12/2016 31/12/2015 31/12/2016 31/12/2015
1,671,189,179 1,607,281,060 568,147,764 570,886,710
40 % 105% -05% 43 %
297,038,327 286,401,678 270,355,622 263,679,403
37% 55% 25% 21%
1,109,770,895 1,070,781,309 208,003,567 204,875,596
3.6% 43% 15% 10.3%

18.81 17.38 1712 16.00

2.08 2.02 2.08 098
248797 2,540.28 94 .58 8295
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1. LETTER FROM THE CHAIRMAN OF THE
MANAGEMENT BOARD

Dear

Employees, Business Partners and Shareholders,

The Sava Re Group generated both premium growth and a favourable profitin 2016. We
posted solid results while finalising a highly complex merger operation that combined
and rebranded our four EU-based Group insurers, which was supported by intensive
media coverage.

This consolidation will ensure the stable operation of the Group in the coming years,
as — with the combined knowledge base - the reorganised Slovenian and Croatian parts
of the Group will provide the necessary critical mass of people conducive to produc-
ing innovative solutions for the future, thereby strengthening our market position. An
important focus of the combined insurer will be new technology, especially mobile and
web-based commerce, to facilitate client access to our services. We also believe in the
accelerated growth in the Croatian insurance market, where the Sava osiguranje brand
is now even more recognisable.

In 2016, we achieved premium growth and are particularly satisfied with the larger busi-
ness volume in Slovenia, which is partly a result of the effective rebranding communi-
cation plan during the merger process. We have also achieved healthy organic growth
in the other insurance markets where we are present, which is a positive sign that these
markets are reviving. We expect to see high growth here over the coming years, and
the insurers of the Sava Re Group are well placed to benefit from this. While there was
a slight decrease in reinsurance premiums written in international reinsurance markets,
this was both to reduce our exposure in one specific market as well as to improve the
profitability of the reinsurance portfolio. Should the current market conditions persist,
we will remain cautious about premium growth in this segment, focusing on technical
performance. | would like to highlight that the Group improved its net combined ratio
relating to non-life insurance and the reinsurance business in 2016 in line with targets set
in the Company’s strategic plan, despite a local catastrophic event and heavier operat-
ing costs due to the merger of the insurance companies. This shows that underwriting
discipline is being maintained in all operating segments.

SAVA RE GROUP ANNUAL REPORT 2016 15

O



| am satisfied with the profit achieved by the Sava Re Group in 2016. Despite a major loss
event, the Slovenian insurance operations performed well, while reinsurance operations
posted very good results. The Sava Re Group closed 2016 with a profit before tax of
€ 40.7 million, an improvement of 1.4 per cent over the prior year. The net profit for the
year was € 32.9 million, which is 1.3 percent below the year-on-year figure because of the
tax effect. The Group’s return on equity was 11.3 per cent in 2016 and is slightly better
than our long-term goal. The profits earned will allow the Group to follow its dividend
policy and planned increase in the dividend per share.

It was a challenging year. | would like to thank all of my colleagues who have given more
than their share in the project to combine the Group’s EU insurers so that, now, we can
already enjoy the first benefits of the merger and see the achievements of the consol-
idated insurer and the Group. This year has reinforced my belief that our people will al-
ways find the means to develop the motivation and positive energy we need to shape a

D

Jost Dolnicar

successful common future.

Chairman of the Management Board of Sava Re, d.d.
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2.1

Company name
Business address

Telephone (switchboard)
Facsimile

Date of entry into court register
Certified auditor

Largest shareholder and holding

Credit ratings:
A.M. Best
Standard & Poor’s

The Company has no branches.

Sava Re Compa

SAVA RE
SAVA RE GROUP

Sava Re, d.d.
Dunajska 56
1000 Ljubljana
Slovenia

Mateja Lovsin Heric (

Slaven Mickovié (deputy chair
Keith Morris
Mateja Zivec (employee representative)

Andrej Gorazd Kunstek (employee representative)
10 December 1990, Ljubljana District Court

Ernst & Young d.o.o0.
Dunajska 111

1000 Ljubljana

Slovenia

Slovenski drzavni holding, d.d. (Slovenian Sovereign Holding)
25 % + 1share (no. of no-par value shares: 4,304,917)

A- /stable/ November 2016
A- /stable/ July 2016


mailto:info@sava-re.si

2.2. Significant events in 2016

Sava Re Group subsidiaries

on the management boards of the EU-based Sava Re Group in-
surers (Zavarovalnica Maribor, Zavarovalnica Tilia, Velebit osiguranje, Velebit Zivotno
osiguranje) involved in the merger process signed a Cross-border Merger Plan and
Merger Contract. On 13 May 2016 the supervisory boards of all four companies ap-
proved the contract, including ajoint report of the management boards on the merg-
er and cross-border merger and an auditor’s opinion on the exchange ratio issued by

the audit firm BDO revizija d.o.o. In June 2016 the companies Zavarovalnica Maribor,
Zavarovalnica Tilia, Velebit osiguranje and Velebit Zivotno osiguranje held their gener-
al meetings of shareholders, giving their consent to Zavarovalnica Maribor’s merger
by acquisition of Zavarovalnica Tilia and the cross-border merger of the two Croatian
companies into Zavarovalnica Maribor.

On the Insurance Supervi

ed authorisation for the merger of insurance companies, including the merger of
Zavarovalnica Tilia and the cross-border merger of the companies Velebit osiguranje
and Velebit Zivotno osiguranje with Zavarovalnica Maribor.

On the process of merging the four insurance companies
Zavarovalnica Maribor, Zavarovalnica Tilia, Velebit osiguranje and Velebit Zivotno osi-
guranje, all members of the Sava Re Group, was officially completed. As of that day,
the above merger was entered into the register of companies, including the change
in the company name from “Zavarovalnica Maribor, d.d.” to “Zavarovalnica Sava, d.d.”
The merger process has run both according to plan and successfully, as seen by the
owner.






Governance-related
events

In its session of 23 February 2016, the work-
ers’ council of Sava Re was presented with
and accepted the notice of resignation of
Helen Dretnik as member of the superviso-
ry board representing employee interests.
Helena Dretnik had handed in her notice
of resignation on 19 February 2016 with ef-
fect from the same date. Until the appoint-
ment of a new member of the supervisory
board representing employee interests, the
supervisory board of Sava Re operated as
a five-member body. In accordance with
the Workers’ Participation in Management
Act, the workers’ council, in its session of
29 March 2016, appointed Mateja Zivec as
its new representative in the supervisory
board. The member so appointed entered
her term of office on 1 April 2016.

In August 2016 Sava Re received a letter
from the Insurance Supervision Agency
(ISA) notifying the Company of its inten-
tion to order supervisory measures and
noting that Branko Tomazi¢, chairman of
the Company’s supervisory board, failed to
meet all of the conditions for appointment
as member of the Company’s supervisory
board.

In its extraordinary session on 22 August
2016, the supervisory board of Sava Re
recalled Zvonko Ivanusi¢ from the posi-
tion of both chairman and member of the
Company’s management board, effective as
of 23 August 2016. The supervisory board
appointed management board member
Jost Dolnicar as temporary chairman of the
management board as of 23 August 2016,
and adopted a decision by which the man-
agement board is composed of three mem-
bers effective 23 August 2016. The supervi-
sory board immediately began the process
of selecting a new chairman of the man-
agement board. On 14 October 2016 the
Company received a claim filed by Zvonko
Ivanusic¢ with the Ljubljana District Court for
annulment of supervisory board resolution
on his recall from the position of chairman

and member of the management board, an-
nulment of entry of the change of represent-
atives into the court register, reinstatement
as chairman of the management board and
payment of non-pecuniary damages. Prior
to that, the company had already received a
claim filed by Zvonko Ivanusic with the Labour
and Social Court in Ljubljana for wrongful ter-
mination (termination of both employment
contract and employment relationship), re-
questing also full reinstatement.

On 11 October 2016, the Company received
a notice of resignation from Branko Tomazic¢
as president and member of the supervisory
board, effective as of that day. His functionsin
other supervisory board committees ceased
as of the same day. On 12 October 2016 the
members of the supervisory board of Sava
Re elected from among themselves Mateja
LovSin Heric as chair of the supervisory board
and Slaven Mickovi¢ as deputy chair. As of
12 October 2016, Keith Morris was appointed
new member of the supervisory board nom-
ination committee. As of 28 October 2016,
Slaven Mickovié was appointed chairman
of the audit committee of the supervisory
board (previously audit committee member),
and Mateja Lovsin Heri¢ was appointed mem-
ber of the audit committee (previously chair
of the audit committee). As of 28 October
2016, Mateja Zivec was appointed new mem-
ber and chair of the supervisory board fit and
proper committee.

In its regular session of 16 December 2016,
the Sava Re supervisory board completed
the process of selecting a new chairman of
the management board of Sava Re, select-
ing Marko Jazbec as the most suitable can-
didate. On 16 December 2016, Marko Jazbec
was appointed as chair of the management
board of Sava Re, d.d., with a five-year term
of office starting on the day after the licence
to perform the function of management
board member is issued by the Insurance
Supervision Agency.



Other events

In their session of 6 April 2016, the super-
visory and management boards of Sava Re
drew up a proposal for the general meet-
ing providing for a dividend - relating to the
profit of 2015 - of € 0.80 gross per share,
of which € 0.65 gross per share would com-
prise the regular dividend (representing an
18-percent increase over the 2014 dividend)
and € 0.15 gross per share would comprise
an extraordinary dividend. The management
board of Sava Re cancelled the 31st general
meeting scheduled for 24 May 2016 and in
July 2016 reconvened it for 30 August 2016.

In April 2016, Sava Re carried out a share
repurchase procedure on the OTC market.
After the process of sending offers was
closed, the Company set the price (€15) and
purchase volume of POSR shares (845,599)
to be repurchased. From 1 April to 22 April
2016, Sava Re purchased altogether 895,796
own shares for a total amount of € 13.4 mil-
lion in both the regulated and the OTC mar-
kets. The total number of own shares after
the purchases is 1,721,966, which represents
10.0 % less one share of the Company’s is-
sued share capital. There were no more
share buy-back after 22 April 2016, as the
general meeting authorisation was limited
to 10 % minus one share of the share capital.

In early May 2016 after obtaining the re-
quired approvals from the National Bank of
Serbia, the Serbian insurer Sava neZivotno
osiguranje (SRB) assumed the entire port-
folio of the insurer AS osiguranje Beograd.

In July after its regular annual rating review,
rating agency Standard & Poor’s reaffirmed
Sava Re’s existing »A-« ratings with a stable
outlook. The ratings reflect the Company’s
improved business risk profile, its long-term
stability and financial soundness.

On 30 August 2016 the 31st general meet-
ing of shareholders was held, at which no
challenging actions were announced.
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10

In August, the north-eastern and central
parts of Slovenia were hit by a storm. The as-
sociated net loss for the Sava Re Group was
about € 5 million.

On 19 October 2016 the
Constitutional Court — with respect to the can-

Slovenian

cellation of subordinated financial instruments
- held that while the disputed Banking Act for-
mally allowed the holders of cancelled shares
and subordinated bonds of banks to bring
claims against the Bank of Slovenia, this form
of judicial protection was ineffective because
claimants had no access to information for the
assessment of the value of bank assets and
other relevant data based on which the Bank
of Slovenia imposed emergency measures re-
lating to qualified liabilities of banks resulting in
the cancellation of banking shares and subor-
dinated bonds. Furthermore, the law provided
no procedural rules nor procedures of collec-
tive judicial protection for making fair deci-
sions in disputes between expropriated share
and bond holders and the Bank of Slovenia.
Therefore, the Constitutional Court ordered
the Slovenian National Assembly to - within
six months of the publication of the decision -
pass legislation that would allow the constitu-
tionally consistent and effective enforcement
of the right to justice for all claims already
filed and future claims for damages relating
to the cancellation of shares and bonds, and
extend the limitation period for such claims.
The total absolute value of cancelled subor-
dinated instruments is € 10,038,000 for Sava
Re, € 22957200 for Zavarovalnica Sava, and
€ 4965100 for Moja nalozba. All these Sava
Re Group companies will continue activities
to protect their interests. In order to protect
their rights with regard to limitation provisions,
in December 2016 the Sava Re Group mem-
bers brought actions against the issuing banks
of the subordinated financial instruments that
they held and were subsequently cancelled.

On 4 November 2015, rating agency A.M.
Best affirmed the financial strength rating and
issuer credit rating of Sava Re of A- (Excellent)
with a stable outlook.



2.3. Significant events after the reporting date

On 7 March 2017, the 32nd general meeting of Sava Re took place at the Horus Hall
of the Austria Trend Hotel in Ljubljana. The general meeting elected the new super-
visory board members for the next four-year term of office: Ivan Davor Gjivoje (term
of office to start on 7 March 2017) and Mateja Lovsin Heri¢, Keith William Morris and
Andrej Kren (term of office to start on 16 July 2017). As of 7 March 2017, the super-
visory board of Sava Re operates with all of its six members.

In 2006 and 2007, Sava Re raised a subordinated debt in the nominal amount of € 32
million maturing in 2027. Sava Re raised the subordinated debt to expand the Sava Re
Group to the markets of the former Yugoslavia and to improve its capital adequacy
position in accordance with the then applicable insurance laws and the Standard &
Poor’s model. In January 2014, Sava Re redeemed € 8 million of the nominal amount
of the subordinated debt. Under the contractual provisions, the remaining nominal
amount of € 24 million can be early repaid as of 201/. After receiving the approval
of the Slovenian Insurance Supervision Agency, Sava Re repaid the first tranche of
the subordinated debt in the nominal amount of € 12 million on 15 March 2017. The
remaining part of the subordinated debt in a nominal amount of € 12 million is sched-
uled to be repaid in June 2017. After the repayment of the subordinated debt, Sava
Re and the Sava Re Group will maintain a high solvency ratio under the applicable
law. Furthermore, the simulations of models of rating agencies Standard & Poor’s
and A.M. Best have shown that the early repayment of the subordinated debt would
not affect the capital position so that both the Company and the Sava Re Group will
maintain a solid target level of capitalisation.

2.4. Sava Re Rating Profile

Sava Re is rated by two rating agencies, Standard & Poor’s and A.M. Best.

Financial strength rating of the Sava Re

Agency Rating' Outlook Latest review
Standard & Poor’s A- stable July 2016: affirmed existing

rating
A.M. Best A- stable November 2016: affirmed

existing rating

2.5. Profile of the Sava Re Group

At 31 December 2016, the insurance part of the Sava Re Group comprised - in addi-
tion to the controlling company Sava Re - seven insurers based in Slovenia and other
Western Balkan countries, and one pension company based in Slovenia.

1 Credit rating agency Standard & Poor's uses the following scale for assessing financial strength: AAA (extremely strong), AA (very strong),
A (strong), BBB (adequate), BB (less vulnerable), B (more vulnerable), CCC (currently vulnerable), CC (highly vulnerable), R (under regula-
tory supervision), SD (selectively defaulted), D (defaulted), NR (not rated). Plus (+) or minus (-) following the credit rating from AA to CCC
indicates the relative ranking within the major credit categories.

A.M. Best uses for the following categories to assess financial strength: A++, A+ (superion), A, A- (excellent), B++, B+ (Good), B, B- (fair),
C++, C+ (marginal), C, C- (weak), D (poor), E (under regulatory supervision), F (in liquidation), S (suspended).
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2.6. Composition of the Sava Re Group

Composition of the Sava Re Group as at 31 December 2016

SAVA RE
group

MOJA NALOZBA ZAVAROVALNICA > ZS SVETOVANIJE

@ Slovenia SAVA Slovenia
Slovenia, Croatia

SAVA NEZIVOTNO (99 74),/ > IS VIVUS

OSIGURANJE Y Slovenia

Serbia v

SAVA ZIVOTNO ORNATUS KC

OSIGURANIJE Slovenia

Serbia

SAVA OSIGURANIJE > SAVA CAR

Montenegro Montenegro

> SAVA AGENT

Montenegro

ILLYRIA

Kosovo

ILLYRIA LIFE

Kosovo —

ILLYRIA HOSPITAL

Kosovo

SAVA > SAVA STATION
9244% 8 OSIGURUVANJE Macedonia

Macedonia

COOO 000

The new company names of the companies ZS Svetovanje and ZS Vivus were entered in the register of
companies in January 2017.



Company names of the Sava Re Group members

Official long company name

Sava Re Group

Short name in this document

Sava Re Group

Pozavarovalnica Sava, d.d.

Sava Re

2 ZAVAROVALNICA SAVA, zavarovalna druzba, d.d. Zavarovalnica Sava
Zavarovalnica Sava, Slovenian part (in tables)

SAVA OSIGURANJE d.d. - Croatian branch office Zavarovalnica Sava, Croatian part (in tables)

3 Moja nalozba pokojninska druzba d.d. Moja nalozba
4 SAVANEZIVOTNO OSIGURANJE AKCIONARSKO DRUSTVO ZA OSIGURANJE BEOGRAD Sava nezivotno osiguranje (SRB)
5 “SAVAZIVOTNO OSIGURANJE” akcionarsko drustvo za osiguranje, Beograd Sava Zivotno osiguranje (SRB)
6 KOMPANIAE SIGURIMEVE “ ILLYRIA “ SH.A. lllyria
7 Kompania pér Sigurimin e Jetés “ lllyria — Life “ SH.A. lllyria Life
8  AKCIONARSKO DRUSTVO SAVA OSIGURANJE PODGORICA Sava osiguranje (MNE)
9 SAVAosiguruvanje a.d. Skopje Sava osiguruvanje (MKD)
10 “[llyria Hospital “ SH.P.K. lllyria Hospital
' Drustvosa ogranicenom odgovorno$cu - SAVA CAR - Podgorica Sava Car
12 ZSVIVUS zavarovalno zastopniska druzba d.o.o. 75 Vivus
13 ZSSvetovanje, storitve zavarovalnega zastopanja, d.0.0. ZM Svetovanje
14 DRNATUS KLICNI CENTER, podjetje za posredovanije telefonskih klicov, d.o.o. Ornatus KC
15 DRUSTVO ZA ZASTUPANJE U OSIGURANJU “SAVA AGENT” D.0.0. - Podgorica Sava Agent
16 Drustvo za tehnicko ispituvanje i analiza na motorni vozila SAVA STEJSN DOOEL Skopje Sava Station

2.1. Activities transacted by the Sava Re Group

Sava Re, the controlling company of the Group, transacts reinsurance business.

Slovenia-based Zavarovalnica Sava is the only Group’s composite insurer. Sava nezivotno

osiguranje (SRB), Sava osiguruvanje (MKD), lllyria and Sava osiguranje (MNE) are non-life

insurers. Sava Zivotno osiguranje (SRB) and lllyria Life are life insurance companies. In

addition to the above (re)insurers, the Group consists of:

lllyria Hospital: wholly-owned subsidiary based in Kosovo, which owns some land, but

currently does not transact any business,

Sava Car: vehicle inspection company wholly-owned by the insurer Sava osiguranje

(MNE),

Sava Agent: insurance agency wholly-owned by the insurer Sava Montenegro,

Sava Station: vehicle inspection company wholly-owned by the insurer Sava osigu-

ruvanje (MKD),

ZS Vivus: wholly-owned subsidiary of Zavarovalnica Sava specialised in marketing life

products of its parent. ZS Vivus owns the company Ornatus KC.

ZM Svetovanje: wholly-owned subsidiary of Zavarovalnica Sava specialised in market-

ing life products of its parent.
Moja nalozba: pension company wholly-owned by Sava Re.
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2.8. Data on Group companies as at 31 December 2016

As at 31 December 2016, the Sava Re Group had the following members:

Title

Registered office

Sava Re

Dunajska cesta
56,1001 Ljubljana,
Slovenia

Zavarovalnica Sava

Cankarjeva 3, 2507

Maribor, Slovenia

Moja nalozba

Ulica Vita
Kraigherja 5, 2103
Maribor, Slovenia

Sava nefivotno
osiguranje (SRB)

Bulevar vojvode
Misica 51, 11000
Beograd, Serbia

Sava Zivotno
osiguranje (SRB)

Bulevar vojvode
Misica 51, 11000
Beograd, Serbia

Company ID number 5063825 5063400 1550411 17407813 20482443
Business activity reinsurer composite insurer  pension company  non-life insurer life insurer
Share capital €71,856,376 €68,417,377 €6,301,109 € 6,665,393 €4,838,286
Book value of equity interest € 68,239,492 € 6,301,109 € 6,665,393 € 4,838,286
Equity interests (voting rights) Sava Re: 99.74 % Sava Re:100.0 % Sava Re:100.0 % Sava Re:100.0 %
held by Group members
Bodies of the Company MANAGEMENT MANAGEMENT MANAGEMENT MANAGING BOARD OF
BOARD BOARD BOARD DIRECTOR DIRECTORS
Jost Dolnicar David Kastelic Lojze Grobelnik Edita Rituper Gorica Drobnjak
(chain, (chain), (chain), (chain), Zdravko Joji¢
Srecko Cebron, PrimoZ Mocivnik, Igor PSunder
Mateja Treven Rok Moljk, EXECUTIVE
Boris Medica, DIRECTOR

Robert Ciglari¢

Milorad Bosnic

SUPERVISORY
BOARD

Mateja Lovsin Heric¢

(chain), Slaven
Mickovic, Keith
Morris, Mateja
Zivec, Andre;
Gorazd Kunstek

SUPERVISORY
BOARD

Jost Dolnicar
(chair), Mateja
Treven, Polona Pirs
Zupanci¢, Pavel
Gojkovic, Ales
Perko,

Branko Beranic

SUPERVISORY
BOARD

Mateja Treven
(chain),

Katrca Rangus,
Rok Moljk,
Jure Korent,
Andrej Rihter,
Irena Sela,
Robert Senica

BOARD OF
DIRECTORS

Jost Dolnicar (chair),

Jure Korent,
Marija Popovic

BOARD OF
DIRECTORS
Polona Pirs§ Zupancic¢
(chain),

Pavel Gojkovic,
Milan Jeli¢i¢

Position in the Group parent, reinsurer subsidiary

insurance com pany company

subsidiary pension  subsidiary insurance  subsidiary insurance
company company

Supervisory body Agencija za Agencija za Agencija za Narodna banka Srbije  Narodna banka

zavarovalni nadzor,  zavarovalninadzor, zavarovalninadzor, ,Nemanjina17,11000 Srbije, Nemanjina

Trg republike 3,
1000 Ljubljana

Trg republike 3,
1000 Ljubljana

Trg republike 3,
1000 Ljubljana

Beograd, Srbija

17,1000 Beograd,
Serbia
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Title

Registered office

lllyria

Sheshi Néna Terezé 33,
10000 Pristina, Kosovo

lllyria Life

Sheshi Néna Terezé 33,
10000 Pristina, Kosovo

Sava osiguruvanje
(MKD)

Zagrebska br. 28
A, 1000 Skopje,

Sava osiguranje (MNE)

PC Krusevac, Rimski trg
70, 81000 Podgorica,

Macedonia Montenegro
Company ID number 70152892 70520893 4778529 02303388
Business activity non-life insurer life insurer non-life insurer non-life insurer
Share capital €5,428,040 € 3,285,893 € 3,820,077 €4,033,303
Book value of equity interest €5,428,040 € 3,285,893 € 3,531,279 €4,033,303

Equity interests (voting rights) held by
Group members

Sava Re:100.0 %

Sava Re: 100.0 %

Sava Re: 92.44 %

Sava Re:100.0 %

Bodies of the Company

MANAGING
DIRECTOR

Gianni Sokoli¢

MANAGING
DIRECTOR

Ramis Ahmetaj

CHIEF EXECUTIVE
OFFICER

Peter Skvarca

CHIEF OPERATING

CHIEF EXECUTIVE
OFFICER

Nebojsa Scekic

DIRECTORS

Ruse Drakulovski,

llo Ristovski
BOARD OF BOARD OF BOARD OF BOARD OF
DIRECTORS DIRECTORS DIRECTORS DIRECTORS
Primoz Mocivnik (chair), Primoz Mocivnik (chair), Rok Moljk (chair), Milan Virsek (chair),
Rok Moljk, Robert Sraka, Peter Skvarca Jost Dolnicar,
Robert Sraka, Gianni Sokoli¢, (executive member), Edita Rituper
Ramis Ahmetaj, Rok Moljk, Polona Pir§ Zupancic,
Milan Virgek Milan Virgek Milan Virsek,

Janez Jelnikar

Position in the Group

subsidiary insurance
company

subsidiary insurance
company

subsidiary insurance
company

subsidiary insurance
company

Supervisory body

Centralna Banka
Kosova, Garibaldi str.
no.33, Pristina, Kosovo

Centralna Banka
Kosova, Garibaldi str.
no.33, Pristina, Kosovo

Insurance Supervision
Agency, Ulica Vasil
Glavinov br. 2, TCC
Plaza kat 2,1000
Skopje, Macedonia

Insurance Supervision
Agency, Ul. Moskovska
bb, 81000 Podgorica,
Montenegro

b
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Title

Registered office

lllyria Hospital

Sheshi Néna Terezé 33,
10000 Pristina, Kosovo

Sava Car

PC Krusevac, Rimski trg
70, 81000 Podgorica,
Montenegro

Sava Agent

PC Kru$evac, Rimski trg
70, 81000 Podgorica,
Montenegro

Sava Station

Zagrebska br. 28
A, 1000 Skopje,
Macedonia

Company ID number

70587513

02806380

02699893

7005350

Business activity

currently it does not
perform any activities

technical testing and
analysis

insurance agent &
broker services

technical testing and
analysis

Share capital €1,800,000 €320,000 €10,000 €199,821

Book value of equity interest €1,800,000 €320,000 €10,000 €199,821

Equity interests (voting rights) held by Sava Re:100.0 % Sava osiguranje (MNE):  Sava osiguranje (MNE): ~ Sava osiguruvanje

Group members 100.0 % 100.0 % (MKD): 100.0 %

Bodies of the Company MANAGING MANAGING MANAGING MANAGING
DIRECTOR DIRECTOR DIRECTOR DIRECTOR

llirijana Dzeladini

Radenko Damjanovic¢

Snezana Milovic

Melita Gugulovska

Position in the Group subsidiary indirect subsidiary indirect subsidiary indirect subsidiary

Supervisory body / Insurance Supervision  Insurance Supervision  Ministry of Internal
Agency, Ul. Moskovska  Agency, Ul. Moskovska  Affairs of the Republic
bb, 81000 Podgorica,  bb, 81000 Podgorica,  of Macedonia
Montenegro Montenegro

Title ZS Vivus ZM Svetovanje Ornatus KC

Registered office

Karantanska ulica 35,

Betnavska cesta 2,

Karantanska ulica 35,

2000 Maribor 2000 Maribor 2000 Maribor
Company ID number 2154170000 2238799000 6149065000
Business activity insurance agency insurance agency call centre
Share capital €188,763 €83,363 €11,000
Book value of equity interest €188,763 €83,363 €11,000

Equity interests (voting rights) held by Group members

Zavarovalnica Sava:
100.0 %

Zavarovalnica Sava:
100.0 %

7S Vivus: 100.0 %

Bodies of the Company

MANAGING
DIRECTOR

Horvatic Kristijan

MANAGING
DIRECTOR

Kislinger Jurij

MANAGING
DIRECTOR

Stangelj Gregor

Position in the Group

indirect subsidiary

indirect subsidiary

indirect subsidiary

Supervisory body

Agencija za zavarovalni
nadzor, Trg republike 3,
1000 Ljubljana

Agencija za zavarovalni
nadzor, Trg republike 3,
1000 Ljubljana

Agencija za zavarovalni
nadzor, Trg republike 3,
1000 Ljubljana
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3. SHAREHOLDERS AND
SHARE TRADING

31 Capital market developments and impacts on the POSR
share price

The Slovenian capital market (Slovenian SBITOP blue-chip index) again achieved a posi-
tive returnin 2016. The SBITOP gained 3.1 %, outperforming most European indices. The
return on the Slovenian index would have been even higher if the stock with the largest
weight had not fallen by 18.9 % in 2016.

The Sava Re share price rose by 2.1 % in the year. Taking into account dividends, the to-
tal return was 7.8 %, while the SBITOP index gained 8.8 % if dividends are excluded. The
share’s annual turnover on the Ljubljana Stock Exchange was € 19.1 million (2015: € 8.9
million). In 2016, Sava Re continued repurchasing its own shares, concluding its purchas-
es when it reached the threshold set by the general meeting resolution.

Movement in the POSR share price in 2016 compared to the SBITOP stock index.

POSR share price (€)

= POSR
= SBITOP

850

SBITOP stock index (basis points)

11.2016

1.2.2016
1.3.2016

1.4.2016
1.5.2016
1.6.2016
1.1.2016
1.8.2016
1.9.2016
110.2016
110.2016
112.2016
11.2017
1.2.2017
1.3.2017

The share price as at 31 December 2015 was € 12.95 and € 13.22 as at 31 December 2016,
representing a 2.1 % increase in the period.
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3.2, General information on the share

Basic details about the POSR share

31/12/2016 31/12/2015
Share capital 71,856,376 71,856,376
No. of shares 17,219,662 17,219,662
Ticker symbol POSR POSR
No. of shareholders 4,308 4,857
Type of share ordinary
Listing Ljubljana Stock Exchange, prime
market
Number of treasury shares 1,721966 741,521
Net earnings/loss per share (€) 2.08 098
Consolidated net earnings per share (€) 2.08 2.02
Book value per share (€) 1712 16.00
Consolidated book value per share (€) 18.81 17.38
Share price at end of period (€) 13.22 1295
1-12/2016 1-12/2015
Average share price in reporting period (€) 13.74 14.57
Minimum share price in reporting period (€) 1.8 .69
Maximum share price in reporting period (€) 15 16.85
Trade volume in reporting period (€) 19,072,516 8,918,063
The Company paid a dividend in the third quarter 2016. The Company had no conditional
equity. The regular general meeting held on 30 August 2016 decided that €12,398,156.80
of distributable profit be appropriated as dividends. Dividends of € 0.80 gross per share
were paid to the shareholders entered in the shareholders’ register two business days
after the date of the general meeting.
As at 31 December 2016, a total of 66.4 % of shareholders were Slovenian and 33.6 %
were foreign. The largest shareholder of the POSR share is the Slovenian Sovereign
Holding (Slovenski drzavni holding d.d.) with 25 % plus one share.
A list of the ten largest shareholders is given in section 5.6 “Details pursuant to Article
70(6) of the Companies Act”.
Shareholder structure of Sava Re as at 31 December 2016
Domestic Foreign
Type of Investor investors investors
Other financial institutions 251% 0.0%
Insurers and pension companies 19.2% 0.2%
Natural persons 9.4 % 0.1%
Banks 3.8% 26.5%
Investment funds and mutual funds 37% 5.6%
Other commercial companies 2.4% 1.2%
Government 2.8% 0.0%
Total 66.4 % 33.6 %
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The other financial institutions item includes the Slovenian Sovereign Holding with a stake of

25 % plus one share.

Source: Central securities register KDD d.d. and own sources.

On 2 June 2016, Sava Re received a notice from Adris groupa, d.d., Vladimira Nazora 1, 52210
Rovinj, Croatia via its legal representative Rojs, Peljhan, Prelesnik & partneriji, 0.p., d.0.0., advising
the Company of a change in major holding in Sava Re. Adris grupa, including its subsidiaries with
fiduciary accounts, held 3,278,049 POSR shares, representing 19.04 % of issued and 21.15 % of

outstanding shares.
Treasury shares

From 1 January 2016 to 31 December 2016, Sava Re acquired own shares for a total
amount of € 14.6 million on the Ljubljana Stock Exchange. The total number of treasury
shares prior to these transactions was 741.521. The total number of own shares as at
31 December 2016 after the said purchases was 1,721,966, representing 10 % minus one
share of all issued shares.

3.3. Investor relations

Current investors are the primary target group in investor relations as they have already
put their trust in the company by buying shares. All shareholders with a holding of over
5 % are paid a visit at least annually, after release of business results and the strategy (in
accordance with the principle of equal information for all shareholders). The Company
devotes particular attention to smaller investors (retail investors), who are sent letters
through direct mail on an annual basis. The company encourages all its shareholders to
participate in the general meeting, which is convened annually.

The Company increases its recognition among international institutional investors
through presentations at investment conferences and similar events, maintaining its fo-
cus on long-term investors.

Financial analysts have a significant impact on the opinion of the financial and other
communities regarding the value of shares. The Company strives to ensure long-term
coverage by at least two relevant domestic or foreign analysts.

The public relations policy of Sava Re is in line with the Slovenian Financial Instruments
Market Act (ZTFI), the Company’s Act (ZGD-1), notification recommendations of the
Ljubljana Stock Exchange (LJSE) to public companies, the corporate governance code
for public joint-stock companies, the rules of procedure of the supervisory board and
with the internal rules for investor relations. Announcements are made according to the
Company’s financial calendar and day-to-day requirements.

In 2016, the Company regularly and with increased intensity communicated with existing
and potential investors. It met with investors at its own investor events and those or-
ganised by the Ljubljana Stock Exchange and other foreign organisers. In addition, there
were also a number of meetings with individual interested investors. Analyst reports are
also posted on the Company’s official website. Interim and annual financial reports are
published and are posted unabridged on the Company’s website. It also regularly posts
presentations from investor events.

As the Company’s shareholders include non-Slovenian entities and in order to provide
more and faster information that is relevant to the financial community, the Company
started to and teleconference and webcast its communications.

Currentand potentialinvestors are invited to send any questions relating to the Company
to ir(@sava-re.si.
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4. REPORT OF THE
SUPERVISORY BOARD

The supervisory board of Sava Re has prepared the following report in accordance with
Article 282 of the Slovenian Companies Act (ZGD-1, Official Gazette of the Republic of
Slovenia No. 42/2006, as amended).

In 2016 the supervisory board monitored the Company’s operations on a periodic basis
and oversaw its management in a responsible manner. It periodically examined reports
on various aspects of the business, passed appropriate resolutions and monitored their
implementation. Individual issues were addressed in detail by the relevant supervisory
board committees, and on the basis of their findings, the supervisory board adopted
appropriate resolutions and recommendations.

The supervisory board operated within the scope of its powers and terms of reference
under law, the Company’s articles of association and its own rules of procedure.

COMPOSITION OF THE SUPERVISORY BOARD

The supervisory board operated as a six-member body during the major part of 2016.
There was a change in the composition of the Company’s supervisory board in 2016.
The supervisory board member representing the employees’ interests Helena Dretnik
handed in her notice of resignation on 19 February 2016. Pending the appointment of
a new supervisory board member to represent the employees’ interests, the super-
visory board operated with five members. Pursuant to the Workers’ Participation in
Management Act, the workers’ council of Sava Re, d.d., in its session of 29 March 2016,
elected Mateja Zivec as its representative on the supervisory board of Sava Re for a
term of four years. She started her term of office on 1 April 2016.

During this term of office, the members of the supervisory board representing the
shareholders were as follows: Branko Tomazic, chair, until 11 October 2016; Mateja Lovsin
Heri¢, deputy chair until 11 October, Keith Morris; and Slaven Mickovi¢, deputy chair
from 12 October 2016. The employee representatives on the supervisory board were
Gorazd Andrej Kunstek, Helena Dretnik (until 19 February 2016) and Mateja Zivec (from
1 April 2016).

Branko Tomazi¢ resigned as chairman and member of the supervisory board on
11 October 2016. Since then, the supervisory board has operated with five members.
The sise and composition of the supervisory board facilitates effective discussion and
adoption of sound resolutions based on the members’ broad range of experience.
Nevertheless, the supervisory board proposed that the vacancy be filled as soon as pos-
sible and that in conjunction candidates be sought to take the place of the supervisory
board members who are shareholders representatives and whose terms of office expire
in mid July 2017.
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OPERATION OF THE SUPERVISORY BOARD

In its operation and decision-making, the supervisory board is guided by the goals of
both the Company and the Sava Re Group as a whole. In its sessions, members express
opinions and viewpoints, seeking to reconcile differences in positions in order to adopt
resolutions unanimously.

The supervisory board notes that all reports prepared by the management board for
its own use and that of the audit committee were broadly sufficient and appropriate
for a thorough review of issues and comply with both the law and internal regulations.
Meeting materials were provided in a timely manner, allowing members sufficient time
to prepare themselves for the discussion of agenda items. The Company’s professional
staff assisted in carrying out sessions and organised other supporting activities.
Contrary to the above, the supervisory board is of the opinion that in the case of the
purchase of the ACH property at Baragova 5 in Ljubljana it did not receive timely and
adequate information. Assisted by external experts, it conducted a review of the prop-
erty purchase transaction, which added to the board’s workload and required specific
measures and personnel procedures.

After careful examination of the information received and consulting with independent
external financial and legal experts, the supervisory board of Sava Re, in its extraordi-
nary session on 22 August 2016, recalled Zvonko lvanusic¢ from his positions of chairman
and member of the Company’s management board effective as of 23 August 2016. The
supervisory board resolved that until further steps are taken, the management board
would consist of three members and, as of 23 August 2016, would be headed by Jost
Dolnicar. The supervisory board immediately began the process of selecting a new
chairman of the management board.

Because of the above activities, the supervisory board held 19 sessions in 2016, of which
four were correspondence sessions and one an extraordinary session. Members attend-
ed sessions regularly. In 2016, the members attended nearly all meetings. Discussions
were also attended by management board members and the supervisory board sec-
retary; and on certain agenda items were attended by other in-house and external
professionals.

In the course of the year, the supervisory board discussed, within its powers in accord-
ance with law and the articles of association, all relevant aspects of the operations and
activities of the Company and the Sava Re Group.

The supervisory board members dedicated special attention in 2016 to the following
issues:

Short-term and long-term plans of the Company and the Sava Re Group

In early 2016, the supervisory board reviewed and approved the document titled Business
Policy and the Financial Plan of Sava Reinsurance Company d.d. and the Sava Re Group
for the Financial Year 2016. In the second half of the year, the supervisory board was
informed of the framework of both the 2017 planning process and the strategic plan for
2017-2019.

Financial reports - annual report

The supervisory board reviewed the unaudited financial statements of the Sava Re
Group and Pozavarovalnica Sava, d.d. 2015. In 2016, the supervisory board adopted the
Annual Report of the Sava Re Group and Pozavarovalnica Sava, d.d. for 2015, including
the auditor’s report and opinion to the 2015 annual report, and the supervisory board’s
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own report on its activities in 2015. The annual report, including the auditor’s opinion,
was presented to the general meeting.

Financial reports - interim reporting

In addition to the above documents, the supervisory board regularly reviewed further
financial reports in 2016, i.e. unaudited business reports of the Sava Re Group and the
financial statements of Sava Re, d.d. both for the periods January-March 2016, January-
June 2016, and January-September 2016.

Investments

The supervisory board monitored the management of assets periodically and as part
of reviewing the annual report and interim financial reports of the Company and the
Group.

Furthermore, the supervisory board discussed extensively the annual investment report
for 2015.

Reinsurance operations and claims experience

Early in the year, the supervisory board was briefed on the annual renewal of reinsur-
ance contracts for 2016 and the Company’s retrocession programme for the current
period. Throughout 2016, it was regularly informed by the management board on major
loss events in the domestic as well as global markets and on potential losses that could
impact the Company.

Supervision of subsidiaries

In addition to overseeing the operations of Sava Re as the parent company, the supervi-
sory board, to the extent permitted by law, actively monitored the parent’s subsidiaries.
The supervisory board was informed of the assumption of the portfolio of the Serbian
insurer AS osiguranje.

It considered the management board’s proposal regarding capital requirements of the
subsidiary Sava Zivotno osiguranje (SRB).

The supervisory board regularly and by area (sub-projects) monitored the project of
merging the Group’s EU-based insurers.

Internal audit

In 2016, the supervisory board, within its statutory powers, oversaw the Company’s inter-
nal audit service. It approved the annual work plan of the internal audit service for 2016
and 2017. In addition, it considered the internal audit report for the period 31 October
- 31 December 2015 and the annual report on internal auditing for 2015 and drew up an
opinion on the annual report on internal auditing for 2015, which was presented to the
general meeting of shareholders. It considered quarterly internal audit reports for the
three months to 31 March 2016, for the three months to 30 June 2016 and for the three
months to 30 September 2016. All internal audit reports were presented by the director
of internal audit.

The supervisory board considers reports prepared by internal audit to have been inde-
pendent and objective, and that the internal auditor’s recommendations and findings
are being taken into account by the management board. It notes that, in the reviews it
conducted, the internal audit found no material irregularities in the Company’s opera-
tions. The supervisory board also notes that the IAS, on an ongoing basis, monitors the
development of the internal audit services of Group subsidiaries, providing them all re-
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quired professional assistance. In addition, it monitors the business operations of these
companies but found no major irregularities.

Convocation and holding of general meeting of shareholders

In 2016, the supervisory board jointly with the management board postponed the gen-
eral meeting of shareholders scheduled for 24 May 2016 to 30 August 2016. Together
with the management board, it proposed resolutions to be adopted by the general
meeting, and in accordance with the Companies Act (ZGD-1), the supervisory board
proposed to shareholders an external auditor to be appointed for the auditing of the
financial statements of Sava Re, d.d. and its subsidiaries. The auditing firm Ernst & Young
d.o.0., Dunajska 111, Ljubljana was appointed as auditor for the financial years 2016-2018,
in accordance with the provisions of the Insurance Act (IA-1, Official Gazette of the
Republic of Slovenia No. 93/2015).

Risks

The supervisory board monitored risk management periodically and as part of reviewing
the annual report and interim financial reports of the Company and the Group.

It took note of the Sava Re Group Risk Strategy. Furthermore, in 2016, the supervisory
board reviewed the risk report as at 30 September 2015, 31 March 2016, and 30 June
2016; the capital adequacy calculation under the Solvency Il Directive (hereinafter: S )
as at 01/01/2016 for Sava Re and the Sava Re Group; and consented the Own Risk and
Solvency Assessment (ORSA) report adopted by the management board.

Solvency I
At the end of 2016, the supervisory board reviewed all S Il policies and consented the
proposed amendments.

Review of the purchase of the ACH building at Baragova 5, Ljubljana.

Within its powers and in accordance with Article 281 of the ZGD-1, the supervisory board
reviewed the transaction of the management board relating to the purchase of the ACH
office building at Baragova 5, Ljubljana. For this purpose, it engaged independent exter-
nal experts in corporate finance, who, upon reviewing the relevant documentation and
examining other information about the transaction, issued the document Report on the
Special Review for Sava Re, d.d. In view of the findings based on this report, the super-
visory board additionally engaged independent external legal experts. After obtaining
additional expert opinions, the legal experts issued their conclusions on the review of
the transaction relating to the property purchase. Having carefully considered these
reports, the supervisory board, in its extraordinary session on 22 August 2016, recalled
Zvonko Ivanusi¢ from his positions of chairman and member of the management board
effective as of 23 August 2016.

The supervisory and management boards considered and approved additional measures,
defining more clearly the approval process to be followed for major capital expenditures
in Sava Re, d.d.

Candidate selection procedure and appointment of chairman of the management
board

In December, the supervisory board completed the procedure for the selection of a new
chairman of the management board of Sava Re, d.d.

In this regard, the supervisory board followed the recommendations of the Corporate
Governance Code for Public Joint-Stock Companies. The supervisory board set up a
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nominations committee authorising it to conduct the procedures for selecting suitable
candidates for the function of chair of the management board with the assistance of an
executive search firm. The supervisory board defined the job description, powers and
responsibilities, terms and competencies, skills and personal qualities that the candidates
for chair of the management board would need to comply with in addition to the formal
requirements.

Based on the above, a short list of candidates was obtained who were interviewed by
the supervisory board and subsequently presented their vision of their work and of the
strategic direction of the Sava Re Group. Based on an in-depth assessment of the can-
didates, taking into account their professional, strategic, operational and leadership, or-
ganisational and personal competencies, as well as specific competencies, the supervi-
sory board selected Marko Jazbec as the most suitable candidate for the new chair of
the management board. On 16 December 2016, Marko Jazbec was appointed as chair of
the management board of Sava Re, d.d., with a five-year term of office starting on the
day after the licence to perform the function of management board member is issued
by the Insurance Supervision Agency.

Strengthening the good practices of the supervisory board

In 2016 the supervisory board also conducted regular annual self-assessment using the
methodology of the Slovenian Directors’ Association. In accordance with good practice,
supervisors, upon taking office and then on an annual basis, complete questionnaires, in-
cluding a statement on the (non-)existence of conflicts of interest. The Company posts
these statements on its website.

OPERATION OF SUPERVISORY BOARD COMMITTEES
- THE AUDIT COMMITTEE

In accordance with statutory regulations, the supervisory board of the Company set
up the audit committee for the examination of accounting, financial and audit issues in
greater detail.

Composition of the audit committee

Up until 27 October 2016, the audit committee operated in the composition Mateja
Lovsin Heri¢ (chair), Slaven Mickovi¢ (member) and Ignac Dolensek (external member).
On 28 October 2016, the supervisory board appointed a three-member audit commit-
tee composed of:

Slaven Mickovi¢ (chairman), Mateja Lovsin Heri¢ (member) and Ignac Dolensek (external
member).

Activities of the audit committee in 2016

The audit committee of the supervisory board met 11 times in 2016.

The audit committee was mostly focused on overseeing financial reporting processes.
In this respect, it gave recommendations and suggestions regarding materials for su-
pervisory board meetings so that they comply with all relevant professional standards,
observing the reporting principle of completeness, transparency, consistency and such
like.

In 2016, the audit committee conducted the procedure regarding the selection of the
external auditor of the annual report of Sava Re, d.d. and the Sava Re Group for a three-
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year period and participated in the selection of the independent external financial ex-
pert to carry out a special review of the procedure for the purchase of the property at
Baragova 5. The audit committee met regularly with the selected external auditor, mon-
itored the audit of the annual and consolidated financial statements and, among other
things, participated in determining the main areas of auditing.

Furthermore, the audit committee regularly oversaw the activities of the internal audit
service and, based on a supervisory board resolution in light of the challenging condi-
tions in capital markets over the recent years, reqularly discussed the quarterly invest-
ment reports of the Company and the Sava Re Group.

The chair of the audit committee regularly reported on the activities and positions of
the audit committee at supervisory board sessions. In addition, the audit committee pre-
pared a written report on its activities in 2016.

The supervisory board is of the opinion that the audit committee considered all relevant
issues within its terms of reference and offered the supervisory board professional as-
sistance by giving opinions and preparing proposals.

The supervisory board further believes that the composition of the audit committee is
appropriate and that the members have such professional and personal qualities that
ensure quality and independence of operation.

Furthermore, the supervisory board is of the opinion that the audit committee were
provided necessary support to effectively carry out their work.

- THE NOMINATIONS COMMITTEE

In September 2016, the supervisory board of Sava Re, d.d., appointed a three-member
nominations committee as a special committee of the supervisory board to carry out
the selection procedures of candidates for members of the management board, as well
as the selection procedure of candidates for the supervisory board members as share-
holder representatives, which are then proposed to the general meeting for election.
The supervisory board authorised the nominations committee for the implementa-
tion of operational procedures for the selection of a set of candidates for chairman of
the Company’s management board to be presented to the supervisory board for final
selection.

Composition of the nominations committee

The three-member nominations committee was appointed from among the members of
the supervisory board as follows: Mateja Lovsin Heri¢ (chair), Branko Tomazi¢ (member)
and Slaven Mickovi¢ (member). In the third quarter 2016, there was a change in the com-
position of the supervisory board nominations committee. Following the resignation of
Branko TomaZi¢ as chair and member of the supervisory board, his function as member
of the nominations committee also ceased as of 11 October 2016. On 12 October 2016,
the supervisory board appointed Keith W. Morris as a new member of this committee.

Activities of the nominations committee in 2016

The nominations committee of the supervisory board met five times in 2016.

In August 2016, the number of management board members decreased from four to
three members. The supervisory board decided to immediately take steps to find a new
chairman. The supervisory board authorised the nominations committee to carry out
the procedures for the selection of a new chairman of the management board. The
supervisory board adopted a resolution on the manner of selecting candidates and de-
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termined the job description, powers and responsibilities, conditions and competencies
that the candidate for chair of the management board needed to comply with in addition
to the formal conditions. Assisted by an executive search firm, the nominations commit-
tee conducted the procedure of selecting a pool of candidates, proposing to the super-
visory board a shortlist of the most suitable candidates. The responsibility and power to
appoint a new chair of the management board was solely with the supervisory board.

In December 2016, the supervisory board’s nominations committee proposed a pro-
cedure for the selection of candidate for membership of the supervisory board, which
would be carried out in collaboration with an external expert. The nominations commit-
tee proposed that nominations be obtained by inviting the major shareholders to nomi-
nate candidates. Following the recommended practice of ensuring the continuity of the
supervisory board, the nominations committee proposed to all the current supervisory
board members representing shareholders to submit their candidacy in the selection
procedure.

- THE FIT & PROPER COMMITTEE

In line with the law and the Company’s fit and proper policy, on 10 February 2016, the
management and supervisory boards appointed a fit and proper committee for the pur-
pose of fit and proper assessment of the management and supervisory boards, including
all its committees, as well as the members of these bodies.

Composition of the fit & proper committee

In 2016, the fit and proper committee was composed as follows: Branko TomaZzi¢ (chair),
Mateja Lovsin Heri¢ (member), Nika Matjan (member), and Keith Morris (alternate
member).

In the third quarter 2016 there was a change in the composition of the supervisory board
nominations committee. Following the resignation of Branko Tomazi¢ as chair and mem-
ber of the supervisory board, his function as member of the fit and proper committee
also ceased as of 11 October 2016. On 28 October 2016, the supervisory board appoint-
ed Mateja Zivec as the new chair of this committee.

Operation of the fit & proper committee in 2016

In 2016, the fit & proper committee met three times.

In the year, the fit and proper committee individually assessed the Company’s relevant
personnel, which were all found to be fit and proper. It also assessed the management
and supervisory boards as collective bodies, finding that both were adequately qualified.

CONCLUDING FINDINGS

The supervisory board assessed that, despite the distractions caused by the circum-
stances surrounding the acquisition of the ACH property, Sava Re continued to perform
well in 2016.

The supervisory board also bases its findings on the independent auditor’s report on the
financial statements of Sava Re, d.d., and the Sava Re Group 2016, as well as on the an-
nual report of the internal audit service on its activities for 2016.
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In 2017, the supervisory board will give special attention to overseeing the operations
of the Sava Re Group, in particular the integration of the merged insurer Zavarovalnica
Sava and the achievement of synergistic effects resulting from the merger.
Furthermore, the supervisory board will be particularly attentive to monitoring the pro-
gress towards strategic objectives, providing the management board, within its means
and powers, with its full support.

The supervisory board will regularly oversee risk management reports of the Company
and the Sava Re Group.

ANNUAL REPORT 2016

The Company’s management board submitted the “Audited Annual Report of the Sava
Re Group and Sava Re, d.d. 2016” for approval to the supervisory board. Within its statu-
tory mandate, in its meeting on 5 April 2017, the supervisory board examined the annual
report 2016.

The audit committee of the supervisory board discussed the unaudited annual report,
the audited annual report of the Sava Re Group and Sava Re, d.d. 2016, including the
audit report on the preaudit, the audit letter addressed to the management, and the
additional report for the management and supervisory boards and the audit committee
after conclusion of the audit, issuing its opinion and position thereon.

The supervisory board was also presented with the opinion of the auditor Ernst & Young
Slovenija, podjetje za revidiranje, d.o.o., who audited the annual report of the Sava Re
Group and Sava Re, d.d. 2016, and also carried out audit reviews in the Sava Re Group
subsidiary companies.

The supervisory board noted that the annual report for 2016 was clear and transparent,
as well as compliant with contents and disclosure requirements under the Companies
Act, International Accounting Standards and specific regulations (Insurance Act) and
implementing regulations adopted on the basis of such regulations.

Based on its review of the 2016 annual report, as well as on the opinion of the external
auditor and that of the audit committee, the supervisory board considers that the 2016
annual report gives a true and fair view of the assets and liabilities, financial position,
profit and loss, and cash flows of Sava Re, d.d. and the Sava Re Group.

The supervisory board hereby approves the Audited Annual Report of the Sava Re
Group and Sava Re, d.d. 2016 as submitted by the management board.

DETERMINATION AND PROPOSAL FOR APPROPRIATION
OF THE DISTRIBUTABLE PROFIT OF SAVA RE

The supervisory board reviewed the management board’s proposal on the appropriation
of distributable profit as at 31 December 2016, subject to final approval by the general
meeting of shareholders of Sava Re, d.d., and agrees with the management board’s pro-
posal that the following resolution on the appropriation of distributable profit be submit-
ted for adoption to the general meeting of shareholders of Sava Re, d.d.:
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“Distributable profit of € 18,410,390.94 as at 31 December 2016 shall be appropriated
as follows:

€12,398,165.80 shall be appropriated for dividends. The dividend shall be € 0.80 gross
per share and shall be paid, on 20 June 2017, to the shareholders entered in the share-
holders’ register on 19 June 2017.

The remaining distributable profit of € 6,012,234.14 shall not be appropriated.

The proposal for the appropriation of distributable profit is based on the number of
own shares at 31 December 2016. On the date of the general meeting, the number of
shares entitled to dividends may change as a result of disposals of own shares. Should
the number of own shares change, the general meeting of shareholders will be pro-
posed adjusted figures for appropriation of the distributable profit, while the amount
of the dividend per share of € 0.80 shall remain unchanged.”

The supervisory board proposes to the general meeting that the management board
members seated as of the date of 31 December 2016 be discharged from their liability

for the financial year 2016.

Mateja Lovsin Heric,
Chair of the Supervisory Board of Sava Re, d.d.

Ljubljana, 5 April 2017
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5. CORPORATE GOVERNANCE
STATEMENT PURSUANT
TO ARTICLE 70 OF THE
COMPANIES ACT

51 Corporate Governance Policy

In its 55th meeting on 10 December 2015, the Sava Re management board, with the
consent of the Company’s supervisory board granted in its session of 18 December
2015, adopted the corporate governance policy of the Sava Re Group and the corporate
governance policy of Sava Re, d.d. The documents set out the main subsidiary govern-
ance principles in the Sava Re Group, governance rules for Sava Re, taking into account
the goals, mission, vision and values of the Sava Re Group. The corporate governance
policy represents a commitment to the future.

The corporate governance policy of Sava Re is available through the Ljubljana Stock
Exchange Seonet information system and from the Company’s website www.sava-re.si.

5.2. Statement of compliance with the Corporate Governance
Code for Public Joint-Stock Companies

The management and the supervisory boards of Sava Re hereby confirm that they
operate in compliance with the Corporate Governance Code for Public Joint-Stock
Companies as adopted on 8 December 2009 by the Ljubljana Stock Exchange, the
Slovenian Directors’ Association and the Managers’ Association of Slovenia and avail-
able from the website of the Ljubljana Stock Exchange, Ljubljana http://www.ljse.si) in
Slovenian and English, with individual deviations that are disclosed and explained below.

5.21. Supervisory board

Recommendation 6.2: The supervisory board has two members who are employee rep-
resentatives. They are employed with the Company and therefore have business ties
with it.

5.2.2.  Transparency of operations

Recommendation 20.2: The Company does not have in place a single document includ-
ing a communication strategy for the prevention of situations leading towards insider
trading. Recommendation 20.2 is partly included in internal acts and partly implemented
based on day-to-day management board decisions.
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This statement relates to the period from the adoption of the previous statement of
compliance with the Corporate Governance Code for Public Joint-Stock Companies,
i.e., from 30 March 2016 to 30 March 2017.

5.3. Bodies of Sava Re
Management system

Sava Re has a two-tier management system with a management board that manages and
a supervisory board that oversees operations. Governance bodies, the general meeting,
the supervisory board and the management board, act in compliance with laws, regula-
tions, the articles of association and internal rules. The Company’s articles of association,
the rules of procedure of both the general meeting and the supervisory board are post-
ed on the Company’s website www.sava-re.si.

The risk management system is a key building block of the governance system. The
Company’s management board ensures that an effective risk management system is in
place. Rules of the risk management systems and own risk and solvency assessment rules
are set out in detail in the Company’s internal regulations.

The Company has certain functions integrated into the organisational structure and de-
cision-making processes. These are the risk management function, internal audit func-
tion, actuarial function and compliance function, defined by applicable law as the key
functions of the governance system (hereinafter: key functions). The key functions are
integrated into the organisational structure and decision-making processes to strength-
en the three-lines-of-defence framework in the Company’s control system. Rules gov-
erning individual key functions are set out in detail in the Company’s internal regulations.

531 The general meeting of shareholders
Terms of reference

The general meeting decides on the following:
approval of the annual report, unless approved by the supervisory board, or if the
management board and supervisory board have left the decision about its approval
to the general meeting of shareholders;
the appropriation of distributable profit, at the proposal of and based on a report by
the management board;
appointment and removal of supervisory board members;
granting of discharges to management and supervisory board members;
adoption of amendments to the articles of association;
measures to increase and reduce the capital;
dissolution of the Company and its transformation in terms of status;
appointment of the auditor, at the proposal of the supervisory board;
other matters in compliance with the law and articles of association.
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Convening the general meeting

The general meeting of shareholders, through which the shareholders of Sava Re ex-
ercise their rights in the affairs of the Company, is convened at least once a year, no
later than August. The general meeting may be convened in other cases as provided
by law, the Company’s articles of association and whenever this is in the interest of the
Company. As a rule, the general meeting is convened by the management board. In the
cases stipulated by law, it may be convened by the supervisory board or shareholders.
The Company publishes general meeting notices through the SEOnet system provided
by the Ljubljana Stock Exchange and through its website (www.sava-re.si), on the AJPES
website (www.ajpes.si) and on the Company’s official website www.sava-re.si; in printed
form in one daily newspaper as provided in the articles of association: Delo or Dnevnik
or in the Official Gazette of the Republic of Slovenia.

Participation in the general meeting

To attend the general meeting and exercise voting rights, shareholders must send the
Company a registration form no later than by the end of the fourth day prior to the ses-
sion of the general meeting and must be registered holders of shares listed in the central
register of book-entry securities at the end of the fourth day prior to the session of the
general meeting.

The conditions of participation or exercise of voting rights at the general meeting must
be set out in detail in the notice of general meeting.

Adoption of resolutions

General meeting resolutions are adopted by a majority of votes cast (simple majority),
unless a larger majority or other requirements are stipulated by law or the articles of
association.

Exercise of voting rights

Shareholders may exercise their voting rights in general meeting based on their share
of the Company’s share capital. Each no-par-value share with voting rights carries one
vote. Voting rights can be exercised by proxy based on a written proxy form, or through
financial organisations or shareholder associations.

The general meeting in 2016

The general meeting of shareholders was convened twice in 2016.

The general meeting was convened on 21 April 2016 to be held on 24 May 2016. However,
the management board, in cooperation with the supervisory board, cancelled the gen-
eral meeting on 23 May 2016. The management and supervisory boards decided to can-
cel and as a result postpone the general meeting so as to be able to provide answers to
the general meeting regarding the transaction to purchase the ACH property at Baraga
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5 in Ljubljana, the verification of which would not have been completed by the then
scheduled date.

In accordance with the new notice, the 31st general meeting was held on 30 August
2016. Among other things, the general meeting was presented the annual report for
2015, including the auditor’s opinion and written report of the supervisory board to the
annual report, and the annual report on internal auditing for 2015 with the opinion of
the supervisory board thereto. Furthermore, the general meeting was informed of the
remuneration of the members of management and supervisory bodies and of the man-
agement report on own shares. The general meeting resolved that part of distributable
profitin the amount of €12,398,156.80 be appropriated for dividends, while the remain-
ing part of distributable profit of € 8,365,27791 be left unappropriated. The general
meeting discharged both the management and the supervisory boards from their lia-
bility for the financial year 2015. The general meeting appointed the auditing firm Ernst
& Young d.o.o., Dunajska 111, Ljubljana, as auditor for the financial years 2016-2018. The
general meeting approved the proposed amendments to the articles of association and
passed a resolution amending remuneration for the members of the supervisory board
and its committees. In addition, the general meeting took note of both the change in the
members of the supervisory board representing employee interests and the review of
the transaction to purchase the ACH property at Ljubljana, Baragova 5.

The general meeting in 2017

In accordance with the 2017 financial calendar, two general meetings are scheduled to
be held in 2017, on 7 March 2017 and 19 May 2017.

5.3.2.  The supervisory board
Operation of the supervisory board

The supervisory board oversees the operations of the Company. In doing so, it must
comply with applicable regulations, especially the Slovenian Companies Act (ZGD), the
Insurance Act (ZZavar), the Company’s articles of association and the rules of procedure
of the supervisory board. In accordance with the law, the supervisory board must be
convened at least on a quarterly basis, generally after the end of each quarter. If neces-
sary, the supervisory board may meet on a more frequent basis. The terms of reference
of the supervisory board are determined in its rules of procedure. The rules of proce-
dure of the supervisory board are posted on the Company’s website www.sava-re.si.

Terms of reference

Major responsibilities of the supervisory board:
to grant consent to the business policy and financial plan of the Sava Re Group and
Sava Re as prepared by the management board;
to grant consent to the development strategy of the Sava Re Group and Sava Re as
prepared by the management board;
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to grant consent to the written rules of the system of governance, risk management,
compliance, internal audit, the actuarial function, internal controls and outsourced
business;

to grant consent to the appointment of key function holders;

to grant consent to the report on the solvency and financial condition of the
Company;

to grant consent to the framework annual internal audit plan as prepared by the man-
agement board;

to oversee the adequacy of processes and the effectiveness of internal audit;

to prepare an opinion for the general meeting on the internal audit annual report;
to consider the findings of the Insurance Supervision Agency and other supervisory
bodies made when exercising their supervisory competence over the Company;

to review annual and interim financial reports of the Sava Re Group and Sava Re;

to review the annual report submitted by the management board, adopt an opinion
on the auditor’s report, and prepare a qualified or approving report for the general
meeting;

to review the proposal regarding appropriation of the distributable profit submitted
by the management board, and prepare a written report for the general meeting;
other matters in compliance with the law and articles of association.

The supervisory board in 2016

Pursuant to the Company’s articles of association and the applicable legislation, the su-
pervisory board is composed of six members, of which four (shareholder representa-
tives) are elected by the Company’s general meeting, and two (employee represent-
atives) are elected by the workers’ council, which informs the general meeting of its
decision. Supervisory board members are appointed for a term of up to four years and
may be re-elected.

On 12 July 2013, the Sava Re general meeting of shareholders elected four members
of the supervisory board to represent the interests of the shareholders with a four-year
term of office, beginning on 15 July 2013. These were Branko Tomazi¢, Mateja Lovsin
Heric, Keith W. Morris and Slaven Mickovic.

Pursuant to the Workers’ Participation in Management Act, the workers’ council of Sava
Re elected Andrej Gorazd Kunstek and Helena Dretnik as their representatives to the su-
pervisory board of Sava Re for a term of four years. Andrej Gorazd Kunstek and Helena
Dretnik began their term of office on 11 June 2015.

In 2016, there were changes in the composition of the supervisory board.

On 19 February 2016 Helena Dretnik tendered her resignation as member of the super-
visory board with effect from the same date. In place of Helena Dretnik, the workers’
council appointed Mateja Zivec as new member of the supervisory board to represent
employee interests for a term of office from 1 April 2016 to 11 June 2019.

On 11 October 2016, the Company received a notice of resignation from Branko Tomazi¢
as chair and member of the supervisory board, effective as of that day. On 12 October
2016 the members of the supervisory board of Sava Re elected from among them-
selves Mateja Lovsin Heri¢ (previously deputy chair) as chair of the supervisory board
and Slaven Mickovi¢ (previously supervisory board member) as deputy chair.

SAVA RE GROUP ANNUAL REPORT 2016 A5



Composition of the supervisory board in 2016

Beginning of term Duration of term

Member Title of office of office
Branko Tomazi¢ chair (until 11/10/2016) 15/07/2013 up until 11/10/2016
Mateja Lovsin Heri¢ chair (since 12/10/2016) 15/07/2013 15/07/2017
Mateja Lovsin Heric deputy chair (until 11/10/2016)
Slaven Mickovi¢ deputy chair (since 12/10/2016) 15/07/2013 15/07/2017
Slaven Mickovi¢ member (until 11/10/2016)
Keith Morris member 15/07/2013 15/07/2017
Andrej Gorazd Kunstek member (employee representative) 11/06/2015 11/06/2019
Mateja Zivec member, employee representative (since 01/04/2016) 01/04/2016 11/06/2019
Helena Dretnik member, employee representative (until 19/02/2016) 11/06/2015 up until 19/02/2016

Employment, qualification, brief presentation, beginning of term of office,

memberships of other management or supervisory bodies

Representatives of capital:

Mateja Lovsin Heric | chair of the supervisory board

Employment: Slovenski drzavni holding, d.d. (Slovenian Sovereign Holding)

Educational background: University graduated economist.

Presentation: Mateja Lovsin Heri¢ has been with Slovenian Sovereign Holding,

d.d. (previously: Slovenian Restitution Company) since 1995, and is
currently director of the capital asset disposal and acquisition de-
partment. She has extensive experience in managing equity invest-
ments, as well as in steering and participating in large and complex
projects led by Slovenian Sovereign Holding, d.d. In the past, she
has served as a member of the supervisory board of four joint-
stock companies. Currently, she is the chair of the Sava Re supervi-
sory board, a member of the supervisory board’s audit committee,
a member of the fit and proper committee, and the chair of the
nominations committee of the supervisory board of Sava Re. She
holds a certificate issued by the association of supervisory board
members certifying that she is a qualified member of supervisory
and management bodies required by persons to be appointed to
such bodies by the government of the Republic of Slovenia.

Beginning of term of office: 15/07/2013

Term of office: 15/07/2017
Mateja Lovsin Heri¢ does not serve on any other management or
supervisory body neither in any Group company nor in any other
third party.
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Slaven Mickovic | member of the supervisory board

Employment:

Abanka Vipa d.d.

Educational background: Master of science in mathematics, PhD in economics.

Presentation:

Slaven Mi¢kovi€ has experience in valuation of companies. He has
been strategic consultant of risk management at Abanka Vipa, d.d.
since March 2013. Prior to that, he had been involved in projecting
income and in calculating the impact of economic activities and of
population aging on public finance at the Ministry of Finance for
15 years. In recent years, he has been participating in various in-
ternational projects on behalf of the Slovenian government. This is
his second term of office as member of the supervisory board and
member of the audit committee of Sava Re (since 2009).

Beginning of term of office: 15/07/2013

Term of office:

15/07/2017
Slaven Mickovi¢ does not serve on any other management or su-

pervisory body neither in any Group company nor in any third
party.

Keith William Morris | member of the supervisory board

Employment:

retiree

Educational background: Bachelor’s degree in management sciences; specialising in fi-

Presentation:

nance and marketing

For most of his career, Keith Morris worked in finance and has ex-
tensive international experience both in banking and insurance. He
started his career with Midland Bank (HSBC Group). From 1969 to
1984, he was with Citibank NA, where he was promoted to vice
president. Between 1984 and 1989 he worked for IBM UK as treas-
ury manager and then senior consultant for the banking industry.
From 1989 until his retirement he worked in managing director/
chief executive roles, mostly in insurance and within large groups,
such as Eagle Star Group, American International Group (AIG),
Allianz Group and RBS Insurance (Direct Line Group). From 2003
to 2008, he served as non-executive director of Standard Life
Bank and Standard Life Insurance Company and has also served
in non-executive roles with six other smaller organisations. He has
served on the Sava Re supervisory board since 2013 (first term of
office). He is also a member of the nominations committee and an
alternate member of the fit and proper committee of the Sava Re
supervisory board.

Currently, he is a non-executive director of the Greek insurer
European Reliance S.A.

Beginning of term of office: 15/07/2013

Term of office:
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Keith Morris does not serve on any other management or super-
visory body neither in any Group company nor in any other legal
entity.
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Employee representatives

Andrej Gorazd Kunstek | member of the supervisory board

Employment: Sava Re, d.d.

Educational background: University graduated economist, master of science in
economics.

Presentation: After completing his studies at the Faculty of Economics, Andrej

Gorazd Kunstek started working for Sava Re and has now over 17
years of experience in reinsurance underwriting and technical ac-
counting of reinsurance business. Since 2007 he has been director
of technical accounting in the reinsurance operations department.
This is his second term of office as member of the supervisory
board of Sava Re (since 2013).

Beginning of new term of office:  11/06/2015

Duration of new term of office: ~ 11/06/2019
Andrej Gorazd Kunstek does not serve on any other management
or supervisory body neither in any Group company nor in any third

party.

Mateja Zivec | member of the supervisory board

Employment: Sava Re, d.d.

Educational background: University graduated economist, master of science in
economics.

Presentation: Mateja Zivec has many years of experience in banking and insur-

ance (over 15 years of employment in insurance). Prior to joining
Sava Re in 2014, she headed the asset management department of
Zavarovalnica Triglav for 12 years. This is her first term of office as
member of the supervisory board of Sava Re (since April 2016).
Beginning of term of office: 01/04/2016
Term of office: 11/06/2019
Mateja Zivec does not serve on any other management or super-
visory body neither in any Group company nor in any other third

party.

Statement of independence

The supervisory board members committed themselves, upon entering their office in
2013 (employee representatives in 2015 and 2016), to meeting the criteria of independ-
ence as set out in point C.3 of Annex C to the Corporate Governance Code for Public
Joint-Stock Companies by signing a “Statement of independence of supervisory board
member of Sava Re”. Statements on the independence of supervisory board member
are signed on an annual basis. These statements are posted on the Company’s website at
www.sava-re.si/en/o-druzbi/nadzorni-svet/.
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Remunerations, compensations and other benefits

Remuneration of supervisory board members is discussed in detail in section 24.10
“Related party disclosures” in the notes to the financial statements.

POSR holdings of supervisory board member

POSR shares held by Supervisory Board members as at 31 December 2016

Andrej Gorazd Kunstek

No. of shares Holding (%)

2,500

0.0145 %

Total

2,500

0.0145 %

Source: Central securities register KDD d.d.

More information on the activities of the supervisory board in 2016 is provided in sec-
tion 4 “Report of the supervisory board”.

5.3.3.  Supervisory board committees

Pursuant to legislation, the Corporate Governance Code for Public Joint-Stock
Companies and best practices, the supervisory board appoints one or more committees
or commissions, and tasks them with specific areas, with the preparation of proposed
resolutions of the supervisory board, the implementation of resolutions of the supervi-
sory board, thereby offering it professional support.

In this term of office, the Sava Re supervisory board established an audit committee, a
fit and proper committee and a nominations committee.

The audit committee
Activities of the Audit Committee

The duties and terms of reference of the audit committee of the supervisory board are
set outin the Companies Act, the audit committee’s charter and rules of procedure, the
supervisory board’s rules of procedure, and other autonomous legal acts (e.g. recom-
mendations for audit committees).

Terms of reference

Major responsibilities of the audit committee:

to monitor financial reporting processes and prepare recommendations and propos-
als for ensuring its completeness;

to monitor the efficiency and effectiveness of the Company’s internal controls, of
internal auditing, if set up, and of risk management systems;

to monitor the statutory audit of the annual separate and consolidated financial
statements, in particular the effectiveness of the statutory audit, taking into account
all the findings and conclusions of the competent authority;
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to examine and monitor the independence of the auditor of the annual report of the
company, especially the provision of additional non-auditing services;

to oversee the auditor selection process and propose to the supervisory board can-
didates for the auditing of the Company’s annual report;

to monitor the integrity of financial information issued by the Company;

to assess the composition of the annual report, including drafting the proposal for
the supervisory board;

to cooperate in determining focus areas for auditing;

to participate in the preparation of the contract between the auditor and the
Company, which must not include any provision that would restrict the general
meeting’s choice regarding the appointment of auditor.

to report to the supervisory board on the outcome of the statutory audit, including
notes on how the statutory audit contributed to the integrity of financial reporting
and what the role of the audit committee was in the process;

to carry out other tasks as stipulated by articles of association or resolution of the
supervisory board;

to cooperate with the auditor in auditing the Company’s annual report, in particular,
the audit committee shall exchange information on main areas to be audited; and

to cooperate with the internal auditor, in particular by exchanging information on key
issues relating to internal audit.

The audit committee in 2016

Inits constitutive meetingon 22 July 2013, the supervisory board appointed athree-mem-

ber audit committee, composed of Mateja Lovsin Heri¢ (chair), Slaven Mi¢kovi¢ and

Ignac Dolensek (members).

In the fourth quarter of 2016, there was a change in the composition of the supervisory

board audit committee.

As of 28 October 2016, Slaven Mickovi¢ was appointed chairman of the audit commit-

tee of the supervisory board (previously audit committee member), and Mateja Lovsin

Heri¢ was appointed member of the audit committee (previously chair of the audit

committee).

Composition of the audit committee in 2016 (until 27/10/2016)

Beginning of term Duration of term
Member Title of office of office
Mateja Lovsin Heric¢ chair 22/07/2013 15/07/2017
Slaven Mickovi¢ member 22/07/2013 15/07/2017
Ignac Dolensek external member 22/07/2013 15/07/2017

Composition of the audit committee in 2016 (since 28/10/2016)

Beginning of term Duration of term
Member Title of office of office
Slaven Mickovi¢ chairman 22/07/2013 15/07/2017
Mateja Lovsin Heric member 22/07/2013 15/07/2017
Ignac Dolensek external member 22/07/2013 15/07/2017
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The fit and proper committee

Operation of the fit & proper committee

As part of its efforts to comply with Solvency Il requirements, the management board
of Sava Re adopted, with the consent of the supervisory board, a fit and proper policy
for key persons of Sava Re (hereinafter: Fit and Proper Policy), which entered into force
on 1January 2016. In accordance with the requirements of applicable legislation and in
accordance with the stated policy, Sava Re must ensure that persons who effectively run
and oversee the company are properly qualified (fit) and suitable (proper) for managing
and overseeing the company in a professional manner, not only upon appointment but
throughout the performance of the function. In addition to the appropriate qualifica-
tions, experience and expertise (fit) that members of the management and the supervi-
sory boards as a collective body need to demonstrate, they must be of good repute and
demonstrate through their actions high standards of integrity (proper).

Criteria and procedures for any fit and proper assessment of members of the manage-
ment and supervisory boards, their committees, key function holders and other relevant
personnel are detailed in the company’s Fit and Proper Policy.

Terms of reference

The most important task of the fit & proper committee is:
to assess the fitness and suitability of the management board, supervisory board and
its committees.

Fit & Proper Committee in 2016

In order to implement such fit and proper assessment of members of the management
and supervisory boards, the supervisory board appointed a fit and proper committee on
10 February 2016. It was composed of Branko Tomazi¢ (chair), Mateja Lovsin Heri¢ and
Nika Matjan (members), and Keith Morris (alternate member).

In the third quarter 2016 there was a change in the composition of the supervisory board
nominations committee.

Following the resignation of Branko Tomazi¢ as chair and member of the superviso-
ry board, his function as member of the fit and proper committee also ceased as of
11 October 2016. On 28 October 2016, the supervisory board appointed Mateja Zivec as
the new chair of this committee.

Composition of the fit & proper committee in 2016 (10/02/2016 - 11/10/2016)

Beginning of term Duration of term
Member Title of office of office
Branko Tomazi¢ chairman 10/02/2016 1/10/2016
Mateja Lovsin Heric member 10/02/2016 15/07/2017
Nika Matjan member 10/02/2016 15/07/2017
Keith Morris alternate member 10/02/2016 15/07/2017
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Composition of the fit & proper committee in 2016 (since 28/10/2016)

Beginning of term of Duration of term of
Member Title office office
Mateja Zivec chairman 28/10/2016 15/07/2017
Mateja Lovsin Heric¢ member 10/02/2016 15/07/2017
Nika Matjan member 10/02/2016 15/07/2017
Keith Morris alternate member 10/02/2016 15/07/2017

The nominations committee

The supervisory board of Sava Re, in line with the recommendations of the Corporate
Governance Code for Public Joint-Stock Companies, appointed a three-member nomi-
nations committee as a special committee of the supervisory board to carry out the se-
lection procedures of candidates for members of the management board, as well as the
selection procedure of candidates for the supervisory board members as shareholder
representatives, which are then proposed to the general meeting for election. The nom-
ination committee was set up for the purpose of carrying out objective and transparent
proceedings for the nomination of candidates to fill management and supervisory board
vacancies and recommend to the supervisory board which candidates to propose to the
general meeting for election.

Activities of the nominations committee

The terms of reference of the nominations committee are governed by the Corporate
Governance Code for Public Joint-Stock Companies.

Terms of reference

Major responsibilities of the nominations committee of the supervisory board:
to support the supervisory board in preparing proposals, defining selection criteria
and candidates for new management and supervisory board members;
to assist the supervisory board in other matters pertaining to the supervisory board
where supervisory board members may experience conflicts of interest.

The nominations committee in 2016

The following persons were appointed members of the three-member nominations
committee on 12 September 2016: Mateja Lovsin Heri¢ (chair), Branko Tomazi¢ and
Slaven Mickovic.

In the third quarter 2016, there was a change in the composition of the supervisory
board nominations committee.

Following the resignation of Branko Tomazi¢ as chair and member of the supervi-
sory board, his function as member of the nominations committee also ceased as of
11 October 2016. On 12 October 2016, the supervisory board appointed Keith W. Morris
as a new member of this committee.
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Composition of the nominations committee in 2016 (12/09/2016 - 11/10/2016)

Member

Title

Beginning of
term of office

Duration of
term of office

Mateja Lovsin Heric¢ chairperson 12/09/2016 15/07/2017
Branko Tomazi¢ member 12/09/2016 11/10/2016
Slaven Mickovic member 12/09/2016 15/07/2017
Composition of the nominations committee in 2016 (since 12/10/2016)

Beginning of Duration of
Member Title  term of office  term of office

Mateja Lovsin Heric¢ chairperson 12/09/2016 15/07/2017
Keith W. Morris member 12/10/2016 15/07/2017
Slaven Mickovic member 12/09/2016 15/07/2017

5.3.4. The management board

Operation of the management board

The management board represents the Company in its legal transactions. In this, it acts

in accordance with the applicable legislation, particularly the Slovenian Companies Act

and the Insurance Act, as well as with the articles of association and the act on the man-

agement board and its rules of procedure.
Terms of reference

Major duties of the management board:
to run and organise the operations of the Company;
to represent the Company;
to be responsible for the legality of the Company’s operations;

to adopt the development strategy of the Company and Group, which is to be pre-

sented to the supervisory board for consent;

to adopt the business policy and financial plan of the Company and the Group, which

is presented to the supervisory board for consent;
to adopt internal acts of the Company;

to approve and periodically review strategies and written rules on risk management,
the internal control system, internal audit, the actuarial function and regarding out-
sourcing, and to ensure their implementation;

to adopt the report on the solvency and financial condition and submit it to the su-
pervisory board for consent;

to grant authorisation to key function holders of the Company subject to the con-
sent of the supervisory board;

to report to the supervisory board on operations of the Company and the Group;
to prepare a draft annual report, including a business report, and to submit it to the
supervisory board together with the auditor’s report and a proposal regarding ap-
propriation of distributable profit for approval;
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to convene the general meeting of shareholders;
to implement the resolutions adopted by the supervisory board.

Powers of the management board (increase in share
capital, acquisition of own shares)

The management board has no authorisation to increase the share capital.

The management board has an authorisation to purchase own shares of up to 10 % of
the share capital over a period of three years from the adoption of the general meeting
resolution (i.e. until 23 April 2017). In April 2016, Sava Re carried out a share repurchase
procedure on the OTC market. The total number of own shares after the purchases was
1,721,966, which represents 10.0 % less one share of the Company’s issued share capital.
Thereby the management board fully exhausted the general meeting authorisation to
purchase own shares up to 10 % minus one share of the share capital.

The management board in 2016

In accordance with its articles of association, Sava Re is managed and represented by a
two- to five-member management board. In order to transact business, the Company
must be represented jointly by at least two members.

In its meeting of 20 May 2013, the supervisory board of Sava Re reappointed the
four-member management board consisting of Zvonko Ivanusic (chairman), Srecko
Cebron, Joit Dolni¢ar and Mateja Treven. The new term of office of the Chairman and
all three other Board members will run for five years, beginning 1 June 2013.

In 2016 there was a change in the composition of the management board.

On 22 August 2016, the supervisory board passed a resolution to recall Zvonko Ivanusic¢
from the position of chairman and member of the management board. The recall was
effective as of 23 August 2016. The supervisory board appointed management board
member Jost Dolnicar as chairman of the management board as of 23/08/2016, and
passed a resolution whereby the management board would be temporarily composed
of three members.

On 16 December 2016, the supervisory board of Sava Re completed the selection pro-
cess with the appointmentof Marko Jazbec as new chairman of the Sava Re manage-
ment board for a term of five years, commencing on the day following the receipt of the
decision on the issuance of the licence for performing the function of a member of the
management board by the Insurance Supervision Agency.
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Composition of the management board in 2016

Beginning of Duration of
Member Title term of office  term of office
Zvonko lvanusic¢ chair (until 23/08/2016) 01/06/2013 up until
23/08/2016
Jost Dolnicar chair (since 23/08/2016) 01/06/2013 5 years
Jost Dolnicar member (until 23/08/2016)
Srecko Cebron member 01/06/2013 5years
Mateja Treven member 01/06/2013 5 years
Qualifications, brief presentation, beginning of term of office, area of responsibility
and memberships of other management or supervisory bodies
Jost Dolnicar | chairman of the management board
Educational background: University graduated lawyer.
Presentation: Jost Dolnicar started his career in Zavarovalnica Triglav, where

he worked for nine years; his last position was executive director
of non-life insurance operations. Through much of his life, he has
been actively involved in sports, and is still a licensed rowing trainer,
a member of the legal committee and an arbitrator with the arbi-
tration court of the Slovenian Olympic Committee. He joined Sava
Re in 2006 as senior executive responsible for the management of
Group subsidiaries. This is his second term of office as member of
the management board of Sava Re (since 2008). He assumed the
role of chairman of the Sava Re management board on 23 August

2016.
Beginning of term of office: 01/06/2013
Term of office: five years.

Areas of responsibility (management board): The chairman of the management board
is responsible for providing leadership to Sava Re, coordinating the
activities of the management board, controlling, general affairs,
human resource and organisation, legal affairs, compliance, public
relations, integration processes, managing strategic investments in
primary insurance subsidiaries, and information technology.

Memberships of other management or supervisory bodies of Group companies:

Sava nezivotno osiguranje, a.d., Bulevar vojvode Misi¢a 51,1000
Belgrade, Serbia - member of the board of directors;

Sava osiguranje, a.d., PC Krusevac, Rimski trg 70, 81000
Podgorica, Montenegro - member of the board of directors.
Zavarovalnica Sava, Cankarjeva 3, 2000 Maribor - chairman of
the supervisory board.

Notes on memberships of management or supervisory bodies of third parties:

Slovenian Rowing Federation, Zupanci¢eva cesta 9, Bled
- President.
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Srecko Cebron | member of the management board

Educational background: University graduated mining engineer.

Presentation: Srecko Cebron started his career with Generali in Trieste. He
gained most of his predominantly international experience in insur-
ance from Zavarovalnica Tilia (Slovenia), Unipol (Milano, Bologna
and Moscow), ICMIF (Manchester) and Euresap (Lisbon). In his ex-
tended stays abroad, Srecko acquired considerable foreign lan-
guage skills. From 2001 to 2008, he was a member of the manage-
ment board of the insurer Zavarovalnica Maribor. This is his second
term of office as member of the management board of Sava Re

(since 2009).
Beginning of term of office: 01/06/2013
Term of office: five years.

Areas of responsibility (management board):
Srecko Cebron is responsible for reinsurance operations and actu-
arial affairs.
Srec¢ko Cebron does not serve on any other management or super-
visory body neither in any Group company nor in any third party.

Mateja Treven | member of the management board

Educational background: University graduated economist, master of science in
economics.

Presentation: Mateja Treven started her carrier at Ljubljanska banka. In 2000, she
headed the securities department at Zavarovalnica Triglav and be-
tween 2004 and 2006 was consultant to the chairman of the man-
agement board responsible for finance and accounting. In 2006,
Mateja Treven accepted the position of member of the manage-
ment board at the brokerage firm Publikum, investicijske storitve
d.d., and from March 2010, was consultant to its management
board, responsible for finance and accounting. Mateja obtained a
Master of Science in Investment Management Degree from the
London City University Business School. In 2005, she obtained the
Chartered Financial Analyst charter. Prior to her appointment as a
management board member, she served on the supervisory board
of Sava Re, chairing its audit committee. She joined Sava Re at the
beginning of 2011, first as authorised representative of the man-
agement board. This is her second term of office as member of the
management board of Sava Re (since 2011).

Beginning of term of office: 01/06/2013

Term of office: five years.

Areas of responsibility (management board):

Mateja Treven is responsible for finance, accounting, internal audit,
investor relations, risk management and pension business.

Memberships of other management or supervisory bodies of Group companies:

Moja nalozba, Pokoninska druzba, d.d., Ulica Vita Kraigherja 5,
2103 Maribor - chair of the supervisory board,
Zavarovalnica Sava , Cankarjeva 3, 2000 Maribor - chair of the
supervisory board.
Mateja Treven does not serve on any management or supervisory
body of any third party.
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Remunerations, compensations and other benefits

Remuneration of the management board members is discussed in detail in section 24.10

“Related party disclosures” in the notes to the financial statements.

Shareholdings

POSR shares held by management board members as at 31 December 2016

No. of shares Holding (%)
Sre¢ko Cebron 2,500 0.0145 %
Jost Dolnicar 4,363 0.0253 %
Mateja Treven 8,722 0.0507 %
Total 15,585 0.0905 %

Source: Central securities register KDD d.d.

5.4. Financial reporting: internal controls and risk management

Internal controls comprise a system of guidelines and processes designed and imple-
mented by Sava Re at all levels to manage risks associated, among other things, with
financial reporting. These internal controls work to guarantee the efficiency and effec-
tiveness of operations, the reliability of financial reporting and compliance with applica-
ble regulations and internal acts.

Apart from the Companies Act (ZGD), Sava Re is governed by the Insurance Act (ZZavar),
which provides that insurance companies must put in place and maintain an appropriate
internal control and risk management system. Relevant implementing regulations, which
the Company strictly follows, based on the Insurance Act are issued by the Insurance
Supervision Agency.

Financial controls are tightly connected to controls related to information technology,
which are aimed among other things at restricting and controlling access to the net-
work, information and applications, and at controlling the completeness and accuracy of
data entry and processing.

Internal controls applying to financial reporting on the consolidated basis are set out
in the internal accounting rules and in the Sava Re Group financial control manual.
Members of the Sava Re Group submit the financial information required for the prepa-
ration of the consolidated financial statements in the form of reporting packages, pre-
pared in accordance with both the International Financial Reporting Standards (IFRS) as
adopted by the EU and the controlling company’s guidelines, within the time limits set
out in the Company’s financial calendar. Reporting packages have inbuilt cross controls
that ensure information consistency, and are also reviewed by external auditors. In ad-
dition, Group members submit their separate financial statements, which constitutes
an additional control measure. By unifying information systems and applications that
support consolidation, planning and reporting, the exchange of financial data among
Group companies is becoming ever more efficient. Whether necessary information sys-
tem controls have been put in place and function adequately is verified, on an annual
basis, by relevant experts as part of the regular annual auditing of financial statements.
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In addition to the above mentioned control systems, Sava Re has put in place internal
control systems for other vital work processes. Internal controls include procedures and
acts ensuring compliance with the law and internal rules. All major business processes in
Sava Re have been specified, including details on control points together with persons
responsible for individual controls. Basic controls are carried out by reviewing docu-
ments received or by an automatic or manual control procedure of processed data.
Sava Re complies with all rules and regulations on handling confidential data and inside
information, on allocation of investments and prohibition of trading based on inside in-
formation. In addition, it regularly controls employee dealings in financial instruments
for own account.

Other entities authorised by Sava Re with the provision of individual services must do so
in compliance with the law, implementing acts, contracts for service, internal rules and
job instructions that are applicable at Sava Re.

Pursuant to the Insurance Act, Sava Re set up an internal audit service that is responsible
for assessing the adequacy and effectiveness of internal controls employed, and their
reliability in the Company’s pursuance of objectives and management of risks. The inter-
nal audit service reports on its findings to the management board, the audit committee
and the Company’s supervisory board.

5.5. External audit

The financial statements of the controlling company have been audited by Ernst &
Young d.o.0., Dunajska 111, Ljubljana, who have been tasked with the auditing of the fi-
nancial statements of the Sava Re Group and Sava Re in 2016 for the fourth year in a
row. In 2016, the Group’s subsidiary companies were audited by the local auditing staff of
the same auditing firm. A new contract for the auditing of the financial statements was
signed with Ernst & Young in 2016, applying to the period from 2016 to 2018.

The Company complies with the Companies Act provision on the rotation of auditors.
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5.6. Details pursuant to Article 70(6) of the Companies Act (ZGD-1)

Sava Re Group share capital structure

Ten largest shareholders as at 31 December 2016

Shareholder No. of shares Holding (%)
1 Slovenski drzavni holding, d.d. (Slovenian Sovereign Holding) 4304917 25.0%
2 Zagrebacka banka, d.d. - fiduciary account 2,469,432 14.3%
3 SavaRe, d.d. (treasury shares)* 1,721966 10.0 %
4 European Bank for Reconstruction and Development (EBRD) 1,071,429 6.2 %
5 Raiffeisen Bank Austria d.d. (fiduciary account) 776,839 45%
6 Modra Zavarovalnica d.d. 714,285 41%
7 Abanka, d.d. 655,000 3.8%
8 Republic of Slovenia 476,402 2.8%
9 Balkan Fund 463,21 27%
10 Modra Zavarovalnica, d.d. - ZVPS 320,346 19%

Total 12,973,827 75.3 %

Source: Central securities register KDD d.d.
Treasury shares carry no voting rights.

All shares of Sava Re are ordinary registered shares with no par value; all were issued in a
dematerialised form and pertain to the same class.
The shares give their holders the following rights:
the right to participate in the Company’s management, with one share carrying one
vote in general meeting;
the right to a proportionate part of the Company’s profit (dividend);
the right to a corresponding part of the remaining assets upon the liquidation or
bankruptcy of the Company.

Pursuant to the Sava Re articles of association and the applicable legislation, current
Sava Re shareholders also hold pre-emptive rights entitling them to take up shares in
proportion to their existing shareholding in any future stock offering; their pre-emptive
rights can only be excluded under a resolution to increase share capital adopted by the
general meeting by a majority of at least three quarters of the share capital represented.

Share transfer restrictions

All Sava Re shares are freely transferable.
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Qualifying shareholders under the Takeover Act (ZPre-1)

As at 31 December 2016 the following shareholders of Sava Re? exceeded the five-per-
cent share threshold (qualifying holding in accordance with Article 77 of the Slovenian
Takeover Act, ZPre-1):

Shareholder No. of shares Holding (%)
Slovenski drzavni holding, d.d. (Slovenian Sovereign Holding) 4,304917 25.0%
Zagrebacka banka, d.d. - fiduciary account 2,469,432 14.3%
Sava Re, d.d. (treasury shares)* 1,721966 10.0 %
European Bank for Reconstruction and Development (EBRD) 1,071,429 6.2%

On 2 June 2016, Sava Re received a notice from Adris groupa, d.d., Vladimira Nazora 1,
52210 Rovinj, Croatia via its legal representative Rojs, Peljhan, Prelesnik & partnerfji, o.p.,
d.o.0., advising the Company of a change in major holding in Sava Re. Adris grupa, includ-
ing its subsidiaries with fiduciary accounts, held 3,278,049 POSR shares, representing
19.04 % of issued shares and 21.15 % of outstanding shares.

Under the table “Ten largest shareholders of Sava Re as at 31 December 2016”, there is
a note regarding the share of voting rights.

Holders of securities carrying special control rights
Sava Re issued no securities carrying special control rights.
Employee share schemes

Sava Re has no employee share scheme.

Restrictions of voting rights

Sava Re adopted no restrictions on voting rights.

Shareholders’ agreements restricting share or voting right transferability

Sava Re is not aware of any such agreements between shareholders.

Rules on appointment/removal of members of management/supervisory bodies
and on amendments to the articles of association

Company rules on appointment/removal of management board members

Pursuant to Sava Re articles of association, the chairman and members of the manage-
ment board are appointed by the supervisory board for a period of five years. Such ap-
pointments are renewable without limitations.

2 Source: Central securities register KDD d.d.
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Natural persons with full legal capacity that meet the requirements set down by law and
internal rules may be appointed members of the management board. The process and
criteria for the selection of candidates for members of the management board as well
as the process of periodic fit and proper assessments of individual members is transpar-
ently set out in the Company’s fit and proper policy.

The management board, as a whole or its individual members, may be recalled by the
supervisory board for reasons prescribed by law.

Sava Re rules on appointment/removal of supervisory board members

Pursuant to Sava Re articles of association, the supervisory board is composed of six
members, of which four (shareholder representatives) are elected by the Company’s
general meeting, and two (employee representatives) are elected by the workers’ coun-
cil, which subsequently informs the general meeting of its decision. Shareholder repre-
sentatives of the supervisory board are elected by the general meeting, by a majority of
votes present. The term of office of supervisory board members is four years, renewa-
ble. Natural persons with full legal capacity that meet the requirements set down by law
and internal rules may be appointed members of the supervisory board. The process and
criteria for the selection of candidates for members of the supervisory board and for
drafting proposals for general meeting resolutions on the appointment of supervisory
board members, including the process of periodic fit and proper assessments of individ-
ual members, is transparently set out in the Company’s fit and proper policy.
Supervisory board members who are shareholder representatives may be recalled by
the general meeting for reasons as prescribed by law based on a general meeting reso-
lution adopted by a majority of at least three quarters of the share capital represented.

Rules of Sava Re on amending its articles of association

Sava Re articles of association do not contain special provisions governing their amend-
ment. Pursuant to applicable legislation, they may be amended by resolution of the gen-
eral meeting by a majority of at least three quarters of the share capital represented.

Powers of the management board, especially relating to treasury shares

In the 28th general meeting held on 23 April 2014, the management board was given
authorisation to acquire own shares. The authorisation was for acquiring up to a total of
1,721,966 own shares, representing 10 % of the Company’s share capital, including own
shares that the Company already owned at the date of the general meeting authorisa-
tion. In accordance with the general meeting authorisation, the Company may acquire
its own shares, either by transactions on the regulated financial instruments market or
outside the regulated market.

By the additional own share repurchases in April 2016, the management board fully ex-
hausted the general meeting authorisation to purchase own shares up to 10 % minus one
share of the share capital.

Important agreements that apply, change or terminate after a public takeover bid
results in a control change

Sava Re protects itself against the risk of losses by reinsuring its own account (retroces-
sion). Retrocession contracts usually contain provisions governing contract termination
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in cases involving significant changes in ownership or control of the counterparty. It
follows that in the case of a successful takeover bid, retrocessionaires could terminate
their relevant contracts.

Agreements between an entity and members of its management/supervisory
bodies on compensation in case of (i) resignation, (i) dismissal without cause

or (iii) employment relationship termination due to any bid specified in the law
governing takeovers

Sava Re management board members are not entitled to a severance benefit in case of
resignation.

Sava Re management board members are entitled to severance pay if recalled or dis-
missed by the supervisory board without cause.

Ljubljana, 31 March 2017

Save Re Management Board Save Re Supervisory Board
Jost Dolnicar Mateja Lovsin Heri¢
Chairman Chair

<

Sre&ko Cebron
Member

Mateja Treven
Member
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6.2. Goals achieved in 2016

In 2016 the Sava Re Group achieved its targets as follows:

Index /
deviation in
(€ million) 2016 Plan Actual 2016 p-p-
Gross written premiums 4879 490.2 100.5
Growth/decline in premiums 0.3% 0.8% 0.5p.p.
Net expense ratio 332% 34.0% 0.8 p.p.
Net incurred loss ratio 582 % 58.6 % 0.4pp
Net combined ratio 94.8 % 95.0 % 0.2 p.p.
Profit/loss, net of tax 334 329 98.6
Investment return, excluding exchange 21% 2.2% O0.1p.p.
differences
Return on equity 1n.6% 1.3% -0.3p.p

*

The net combined ratio is given for the reinsurance and non-life insurance operating segments.

The Sava Re Group slightly exceeded its planned gross premiums written for 2016. The

net expense ratio and the net incurred loss ratio are less favourable than planned, while

the return on the investment portfolio is above plan. In 2016, the return on equity was

11.3 %, which is only marginally below the planned figure. Both the combined ratio and

the return on equity are within the limits set out in the Group’s strategic plan.

Realisation of planned consolidated gross premiums written

600.0

500.0 -

4000 -

3000

200.0 -

100.0

€ million -

6.6
54.6

80.2

250.6

2016 Plan

Internationallife insurance

6.5
55.1
International non-life insurance
80.1
I Slovenia lifeinsurance
255.8
I Slovenia non-life insurance
927 I Reinsurance business
2016

The consolidated gross premiums written exceeded the plan by 0.5 %, with the growth

primarily driven by the non-life insurance segment in Slovenia.
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6.3. Sava Re Group strategy highlights

The core strategic directions are:

The Sava Re Group will be known in its target markets as a provider of comprehen-
sive insurance and reinsurance services, and as the most professional and flexible
insurance group. The further development of the Sava Re Group is based on the
following strategic objectives:

providing transparent, understandable and efficient services that reflect actual

customer needs;

proactive responding to technological progress;

optimal use of know-how in the Group;

development of a common, modern organisational culture.
After the successful completion of the formal merger of the Group’s EU-based in-
surers in 2016, Zavarovalnica Sava will continue its integration process, expecting to
fully realise the effects of the merger within three years.
The Group will provide for appropriate capital allocation to achieve its strategic ob-
jectives, utilising also debt capital. Capital allocation will be based on the calculation
of capital requirements and ORSA calculations under the Sll regime.
The Group will primarily strive for quality and profitability (at the Group and the
Group member levels). Premium growth in the Group will be, as a rule, above the in-
dustry average in each of the markets covered, however this being secondary to the
profitability target. All members of the Group are to aim both at attaining a positive
underwriting result as well as a positive investment result.
Sava Re will explore new opportunities for growth through acquisitions - primarily in
the Western Balkans.
The Group will look for opportunities to liaise with banks for the marketing of life
policies (bancassurance).
The Group will support all business levels with efficient process and information tech-
nology, gradually centralising IT infrastructure and unifying IT solutions.
Sava Re will strive to maintain, possibly improve, its credit ratings from rating agen-
cies Standard & Poor’s and A.M. Best.

The Group’s core strategic targets are:

Strategic

targets

Average growth rate >2%
Net expense ratio <30%
Net combined ratio” <95%
Investment return >15%
Return on equity >N%

*

The net combined ratio includes all items except those relating to investments; excluded is life business.
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Assuming organic growth, we plan to achieve the following in the plan period:
improved expense and premium collection ratios,
improved loss ratios in Slovenia,
lower but stable returns on investment.

Strategic directions by operating segment:

Non-life insurance business in Slovenia
strengthening the position of the new combined insurer in the market;
improving the results of the non-life insurance segment other than motor insurance;
taking advantage of segment cost synergies.

Life insurance in Slovenia:
strengthening the position of the new combined insurer in the market;
maintaining premium volume and especially profitability of life business;
taking advantage of segment cost synergies.

Pension business in Slovenia:
growth above market growth rates;
utilisation of synergies in the Group;
promoting private sector sales (for maximum utilisation of tax relief).

Reinsurance operations:
growth ininternational reinsurance markets;
maintaining a high-quality reinsurance portfolio;
good geographic diversification.

Non-Slovenian operations:
making use of established platforms (in terms of processes and products) to increase
growth in gross premiums written;
decrease in expense ratios;
seeking opportunities through investments in vehicle inspection;
strengthening companies’ brand recognition;
increasing the productivity of the sales network and focus on premium and recourse
collection;
utilisation of synergies among Group subsidiaries in individual markets;
development and focus both on selling products with a higher risk component and
on more affordable products (life policies);
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6.4. Plans of the Sava Re Group for 2017

Key targets for 2017
Index/difference
(€ million) 2015 2016 2017 Plan in p.p. P 2017/16
Gross written premiums 486.3 490.2 494.3 100.8
Growth/decline in premiums 39% 0.8% 1.3%
Net expense ratio 325% 34.0% 32.6% 1.4 p.p.
Net incurred loss ratio 60.5 % 58.6 % 59.4 % 0.8 p.p.
Net combined ratio 95.8% 95.0 % 94.6 % -0.4 p.p.
Profit/loss, net of tax 334 329 326 99.0
Investment return, excluding exchange differences 2.4% 22% 1.8% -0.4 p.p.
Return on equity 12.0 % 1n.3% 10.3% -1.0 p.p.

*  The netincurred loss ratio and the net combined ratio are given for the reinsurance and non-life insurance operating segments.

Profit has been planned based on the following factors:
Growth is mainly planned in reinsurance and non-Slovenian primary insurance
markets.
Because of the large pressure from merger costs in 2016, the expense ratio is ex-
pected to drop in 2017.
The net incurred loss ratio is planned to remain broadly on the 2016 level, as the
planned ratio also includes one catastrophic loss event (one large loss with a total
impact of € 5 million on the Group result);
the decline in investment return is planned because of the low interest rates on cap-

ital markets.

Target consolidated gross premium income by operating segment (Sava Re Group)

2015
2016

300.0

2017 Plan

Reinsurance business —— Slovenia non-life ins

250.0 1
200.0 4
150.0 1
100.0
!!! JLLIEL:
€million E - .

2015
2016
2015
2016
2015
2016
2015
2016

2017 Plan
2017 Plan
2017 Plan
2017 Plan

5.9
6.9

Slovenia lifeins ——— International International life ins

non-life ins

* Premiums of Moja naloZba are included in the segment Slovenian life insurance business.
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Planned premium volume

Reinsurance operations:

Despite the persisting soft market phase in reinsurance, we are planning a minor
premium growth, especially in markets with growth potential where our premium
volume is still low (Africa, Latin America, the new Asian markets). We will continue
focusing onimproved risk selection in reinsurance underwriting (underwriting results
must be positive in the long term).

Non-life business:

Slovenia: we are planning a minor decline in premiums to further improve the tech-
nical performance (higher pricing may deter clients from maintaining or renewing
covers that do not produce positive results in the long term);

International: all non-Slovenian companies have a good basis for growth (in the past,
premiums mainly declined because of loss of major clients). Planned growth is based
on small risks (which are our target risks in the our risk structure). Growth is partly
related to expected organic growth of these markets.

Life business:

68

Slovenia: we are planning a drop in the premium volume as a result of the continued
increase in the number of maturities (the planned increase in new premiums written
will not be sufficient to offset the expected maturities). This segment also includes
pensions: premiums in this segment also include premiums from pension business,
which is expected to grow with the number of policyholders (which upon retirement
will switch from the accumulation period to the liquidations period).

International: these premiums from non-Slovenian markets are still relatively low, but
we are planning growth - due to (i) marketing networks set up over the years, (ii)
marketing activities, and (iii) overall market growth.
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1.  BUSINESS ENVIRONMENT

Slovenia?

Major economic indicators for Slovenia

2012 2013 2014 2015 2016

Real change in GDP (%) -2.7 -1 31 2.3 2.3
GDP (€ million) 36,003 35917 37,332 38,570 40,004
Registered unemployment rate (%) 12.0 131 1311 12.3 1.2
Average inflation (%) 26 1.8 0.2 -0.5 0.1
Population (million) 2.0 2. 2. 2. 2.1
GDP per capita (€) 18,002 17,435 17,777 18,367 19,050
Insurance premiums (€ million) 2,036.4 1,979.5 1,937.6 1,975.4 1,991.2
- growth/decline in insurance premiums 2.7 % -2.8% 21% 20% 0.8%
Insurance premiums — non-life (€ million) 1,4571 1,4269 1,402.2 1,409.4 1,449.7
- growth/decline in non-life insurance premiums 0.2% 21% 7% 0.5% 29 %
Insurance premiums - life (€ million) 579.3 552.6 535.4 5659 5415
- growth/decline in life insurance premiums -92% -4.6% -31% 5.7% -4.3%
Insurance premiums per capita (€) 1,018.2 960.9 922.6 940.6 948.2
Non-life insurance premiums per capita (€) 728.6 692.7 6677 671.2 690.3
Life insurance premiums per capita (€) 289.7 268.3 2549 269.5 2579
Premium/GDP (%) 5.7 5.5 5.2 5.1 5.0
Non-life premiums/GDP (%) 4.0 4.0 3.8 3.7 3.6
Life premiums/GDP (%) 1.6 1.5 1.4 15 1.4
Average monthly net salary (€) 991 997 1,009 1,01 1,030

*

The premiums for 2016 are shown without the premiums of the branches of Adriatic Slovenica and Zavarovalnica Sava in Croatia.

Consumer confidence continued to improve at the end of the year, which was re-
flected in the further growth in household consumption. Purchases of durable goods
(passenger cars? and home furnishings), which have been rebounding for quite some
time, continued to grow, as did spending on semi-durable goods® and services, which
started to strengthen more notably in 2016. Among the latter, there was a particular
increase in the spending on leisure-related services in Slovenia and abroad®.

3 Source: UMAR, Economic Mirror, no. 1/2017, Statistical Office of the Republic of Slovenia, Slovenian Insurance Association.

4 Inthe sale of motor vehicles, the year-on-year growth in the sale of new passenger cars to natural persons and new goods motor vehicles
and trailing vehicles to legal persons continued at the end of 2016; according to our estimates, exports of second-hand vehicles also
increased further. The sales of passenger cars to legal persons were down year on year in 2016 after three years of growth.

5 Computer and telecommunication equipment, clothing, footwear, and products for personal care.

6 Turnover in accommodation and food service activities, affected not only by higher spending of domestic households, but also a record
number of foreign tourist arrivals, rose more than one-tenth in the first ten months of 2016. Household expenditure on private trips abroad
was also up by 6.4 %.
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With increased hiring, registered unemployment declined further in 2016 (by 8.5 %). The
number of registered unemployed was close to the level seen during the years of stable
economic growth. There were also fewer first-time jobseekers, which may be also part-
ly due to slightly fewer young people finishing school and the improved job prospects
when leaving school to enter the labour market. At the end of 2016 a total of 99,615 per-
sons were registered as unemployed, 1.9 % fewer than at the end of 2015.

The growth of average gross earnings in the first 10 months of 2016 was the highest
in five years, but still significantly weaker than before the crisis. In the private sector,
growth is related to the strengthening of economic activity; in the public sector, which
is mainly attributable to the promotions of civil servants and the return to the former
pay scale.

Consumer prices were higher year on year at the end of 2016 (0.5 %), largely as a result
of increases in the prices of commodities and services. The fall in energy prices, the main
reason for the price decline in 2015, began to decelerate in the second half of the year.
At the year-end, energy prices were similar to those recorded one year earlier. Higher
commodity prices contributed to rises in food prices (especially unprocessed food).
Price growth in services strengthened and was broader-based compared to previous
years when it was mainly affected by one-off factors’. With a further rebound in private
consumption and more foreign tourist arrivals, higher prices were recorded, particularly
for leisure-related services. The prices of durable and semi-durable goods remained low
year on year.

The Slovenian insurance market®

Breakdown of premiums

Slovenian insurance market 2016 in the Slovenian insurance marketin 2016
16.8% Zavarovalnica Sava 21.2% Life business
15.1% Adriatic Slovenica 72.8% Non-life business

13.8% Vzajemna

5.8% Triglavzdravstvena

18.8% Otherinsurers
29.7% Zavarovalnica Triglav

7 Fiscal consolidation measures, which had the greatest effect on service price movements in 2012-2014.
8 Source: Slovenian Insurance Association. The market shares are calculated excluding the premiums of the branches of Adriatic Slovenica
and Zavarovalnica Sava in Croatia.
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Market shares of Zavarovalnica Sava in the Slovenian insurance market®
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Premiums and market shares in the Slovenian reinsurance market'
€) 2016 2015
Gross Gross
premiums premiums
written  Market share written  Market share
Sava Re 147,426,893 55.7 % 151,982,421 56.5%
Triglav Re 17,417,689 44.3% 116,839911 435%
Total 264,844,582 100.0% 268,822,332 100.0 %

9 Source: Slovenian Insurance Association.
10 Source: internal data of Sava Re and Triglav Re.
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Croatia™

Major economic indicators for Croatia

2012 2013 2014 2015 2016

Real change in GDP (%) -2.2 -09 -0.4 1.6 2.8
GDP (€ million) 43,682 43,487 43,020 43,897 45,038
Registered unemployment rate (%) 159 17.3 17.3 16.3 13.0
Average inflation (%) 34 2.2 -0.2 -0.5 -1
Population (million) 4.3 4.3 4.2 4.2 4.2
GDP per capita (€) 10,159 10,218 10,151 10,442 10,723
Insurance premiums (€ million) 1,201.7 1,197.7 1,121.4 1,146.0 1,167.8
- growth/decline in insurance premiums 23% -0.3% -6.4% 22% 19%
Insurance premiums - non-life (€ million) 874.4 862.7 7759 760.5 7772
- growth/decline in non-life insurance premiums -31% -1.3% -101% -2.0% 22%
Insurance premiums - life (€ million) 3272 3349 3455 3855 390.6
- growth/decline in life insurance premiums 0.1% 2.4% 32% n.6% 1.3%
Insurance premiums per capita (€) 279.5 281.4 264.6 272.6 278.0
Non-life insurance premiums per capita (€) 2034 2027 1831 1809 185.0
Life insurance premiums per capita (€) 761 78.7 81.5 917 93.0
Premium/GDP (%) 2.8 2.8 2.6 2.6 2.6
Non-life premiums/GDP (%) 2.0 20 1.8 17 17
Life premiums/GDP (%) 0.7 0.8 0.8 09 09
Average monthly net salary (€) 728 728 725 735 745
Exchange rate (HRK/€) 7.522 7.579 7634 7.614 7533

Croatian insurance market®”

Croatian insurance market 2016

Breakdown of premiums
in the Croatian insurance market in 2016

25.8%
S 12.1%

- 9.6%

6.5%

6.7%
- 11%

31.6%

Croatia
Allianz Zagreb

Euroherc

Uniga osiguranje
Wiener osiguranje VIG
Zavarovalnica Sava

- branch office
Otherinsurers

11 Source: Croatian Chamber of Commerce and Industry, EMIS database, Croatian Insurance Supervision Agency.

12 Source: Croatian Insurance Bureau.
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33.4% Zivljenje

66.6% Premozenje
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Market shares of Zavarovalnica Sava in the Croatian insurance market'
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Serbia™
Major economic indicators for Serbia
2012 2013 2014 2015 2016
Real change in GDP (%) -1.0 2.6 -1.8 0.7 25
GDP (RSD million) 3,348,689 3,618,167 3,685,457 3,849,283 4,151,610
GDP (€ million) 29,634 32,036 31,535 32,936 35,523
Registered unemployment rate (%) 239 22, 201 179 20.0
Average inflation (%) 7.8 7.8 29 1.4 1.2
Population (million) 72 7.2 7.2 7.2 7.2
GDP per capita (€) 416 4,449 4,380 4575 4934
Insurance premiums (€ million) 543.9 567.0 593.9 671.2 740.0
- growth/decline in insurance premiums -3.3% 42% 47 % 13.0% 10.2%
Insurance premiums - non-life (€ million) 439.0 442.5 4569 510.6 580.0
- growth/decline in non-life insurance premiums -5.4% 0.8% 33% 1.8% 13.6%
Insurance premiums - life (€ million) 1049 124.5 1369 160.6 160.0
- growth/decline in life insurance premiums 69 % 18.7 % 10.0 % 17.3 % -0.4%
Insurance premiums per capita (€) 75.5 78.8 82.5 93.2 102.8
Non-life insurance premiums per capita (€) 61.0 61.5 63.5 709 80.6
Life insurance premiums per capita (€) 14.6 17.3 19.0 22.3 22.2
Premium/GDP (%) 1.8 1.8 1.9 2.0 21
Non-life premiums/GDP (%) 1.5 1.4 1.4 1.6 1.6
Life premiums/GDP (%) 04 0.4 04 0.5 0.5
Average monthly net salary (RSD) 41,367 43932 44,530 44,437 45,862
Average monthly net salary (€) 366 389 381 369 373
Exchange rate (GBP/€) 113.0 1129 169 120.6 1229

*

Insurance premiums for 2016 are estimates.

13 Source: Croatian Insurance Bureau.

14 Source: IMF: World Economic Outlook, October 2016, Raifeissen: Central & Eastern European Strategy 4Q 2016, Serbian National Bank.
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The Serbian insurance market™

Breakdown of premiums
Serbian insurance market 1-9/2016 in the Serbian insurance market 1-9/2016

26.6% Dunav 23.2% Life business
22.8% Delta Generali 0siguranje - 16.8% Non-life business

~—— 12.0% DOOR

9.4% Wiener

4.2% Uniga Nezivot

2.1% Savanezivotno osiguranje
0.2% SavaZivotno osiguranje
22.8% Otherinsurers

Market shares of Sava neZivotno osiguranje (SRB) and Sava Zivotno osiguranje (SRB) in the Serbian insurance market'®
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15 Source: Serbian National Bank.
16 Source: Serbian National Bank.
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Macedonia"
Major economic indicators for Macedonia
2012 2013 2014 2015 2016
Real change in GDP (%) -0.5 29 3.6 3.8 2.3
GDP (MKD million) 466,703 501,891 527,631 558,240 579,646
GDP (€ million) 7,573 8,104 8,571 9,076 9,407
Registered unemployment rate (%) 31.0 29.0 28.0 26.1 239
Average inflation (%) 33 2.8 -0.3 -0.3 -0.2
Population (million) 2. 2. 2. 2. 2.1
GDP per capita (€) 3,606 3,859 4,081 4,322 4,480
Insurance premiums (€ million) 113.8 116.2 123.9 134.5 141.5
- growth/decline in insurance premiums 31% 21% 6.7% 8.5% 53%
Insurance premiums — non-life (€ million) 104.1 104.4 109.5 16.7 120.6
- growth/decline in non-life insurance premiums 19% 0.3% 49 % 6.6 % 3.3%
Insurance premiums - life (€ million) 9.7 1.8 14.4 17.8 21.0
- growth/decline in life insurance premiums 18.4 % 214 % 22.6% 232% 179 %
Insurance premiums per capita (€) 54.2 55.3 59.0 64.0 64.7
Non-life insurance premiums per capita (€) 49.6 497 52.1 55.6 574
Life insurance premiums per capita (€) 4.6 5.6 69 8.5 10.0
Premium/GDP (%) 1.5 1.4 1.4 1.5 1.5
Non-life premiums/GDP (%) 1.4 1.3 13 1.3 1.3
Life premiums/GDP (%) 0.1 0.1 0.2 0.2 0.2
Average monthly net salary (€) 337 331 336 345 354
Exchange rate (MKD/€) 61.626 61932 61.561 61.510 61.616

17 Source: Republic of Macedonia, Ministry of Finance: Indicators and projections 21/02/2017, National Bureau of Interview with the Republic
of Macedonia.
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Macedonian insurance market'®

Breakdown of premiums

Macedonian insurance market 2016 in the Macedonian insurance marketin 2016
15.2% Triglav (former Vardar) 14.8% Life business
10.7% Macedonia (ex Q8E) _ 85.2% Non-life business

9.7% Eurolink

1.4% Wiener

- 8.6% Sava osiguruvanje

44.3% Otherinsurers

Market shares of Sava osiguruvanje (MKD) on the Macedonian insurance market'®
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18 Source: National Insurance Bureau of the Republic of Macedonia.
19 Source: National Insurance Bureau of the Republic of Macedonia.
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Montenegro®

Major economic indicators for Montenegro

2012 2013 2014 2015 2016

Real change in GDP (%) -27 35 1.8 34 4.0
GDP (€ million) 3,181 3,362 3,458 3,625 3,134
Registered unemployment rate (%) 19.6 19.5 18.0 17.2 171
Average inflation (%) 4.0 2.2 -0.7 1.6 0.5
Population (million) 0.6 0.6 0.6 0.6 0.6
GDP per capita (€) 5,302 5,603 5,763 6,042 5,223
Insurance premiums (€ million) 66.9 72.8 72.4 76.9 80.1
- growth/decline in insurance premiums 3.3% 8.7% -05% 6.2% 42 %
Insurance premiums - non-life (€ million) 574 619 599 64.0 66.5
- growth/decline in non-life insurance premiums 31% 7.7 % -3.3% 7.0 % 3.8%
Insurance premiums - life (€ million) 9.5 10.9 12.6 129 13.7
- growth/decline in life insurance premiums 46% 14.8 % 155% 27 % 61%
Insurance premiums per capita (€) 1.5 121.3 120.7 128.2 133.6
Non-life insurance premiums per capita (€) 95.7 103.2 99.8 106.7 110.8
Life insurance premiums per capita (€) 15.8 18.1 209 21.5 22.8
Premium/GDP (%) 2.1 2.2 2.1 2.1 2.6
Non-life premiums/GDP (%) 1.8 1.8 1.7 1.8 21
Life premiums/GDP (%) 0.3 0.3 0.4 0.4 0.4
Average monthly net salary (€) 487 479 477 480 502

Montenegrin insurance market?

Breakdown of premiums
Montenegrin insurance market 2016 in the Montenegrin insurance market in 2016

37.3% Lovcen osiguranje 171% Life business
14.5% Sava Montenegro —_— 82.9% Non-life business

13.7% Delta Generali
gsiguranje

13.1% Uniga nezivotno
osiguranje

6.4% Crawe osiguranje
15.0% Otherinsurers

20 Source: Ministry of Finance of Montenegro: Macroeconomic Trends for the period 2010-2015 and two quarters of 2016, October 2016,
IMF: World Economic Outlook, October 2016, Montenegrin statistical bureau, Montenegrin insurance supervision agency.
21 Source: Insurance Supervisor of Montenegro.
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Market shares of Sava osiguranje (MNE) on the Montenegrin insurance market??
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Kosovo?
Major economic indicators for Kosovo
2012 2013 2014 2015 2016
Real change in GDP (%) 2.8 34 1.2 4.0 41
GDP (€ million) 5,059 5,327 5,551 5,772 6,005
Registered unemployment rate (%) 309 30.0 35.3 329 323
Average inflation (%) 2.5 1.8 04 -0.5 0.2
Population (million) 1.8 1.8 1.8 19 19
GDP per capita (€) 2,786 2913 3,009 3,038 3,161
Insurance premiums (€ million) 71.3 79.4 82.5 81.4 83.8
- growth/decline in insurance premiums -9.8% n.5% 3.8% -1.3% 29%
Insurance premiums - non-life (€ million) 69.8 774 80.1 78.7 81.2
- growth/decline in non-life insurance premiums -10.5% 109 % 35% 17 % 32%
Insurance premiums - life (€ million) 1.5 21 2.4 2.7 2.6
- growth/decline in life insurance premiums 432% 389 % 16.5% 125% -4.3%
Insurance premiums per capita (€) 39.2 43.4 44.7 42.8 441
Premium/GDP (%) 1.4 1.5 1.5 1.4 1.4
Average monthly net salary (€) 354 364 429 446 463

22 Source: Insurance Supervisor of Montenegro.

23 Source: Central Bank of the Republic of Kosovo, IMF: World Economic Outlook, October 2016.
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Kosovan insurance market®

Breakdown of premiums
lKosovan insurance market 2016 in the Kosovan insurance market in 2016

15.2% Eurosig (ex Dardania) 3.1% Life business
12.5% Sigal Uniga —— 96.9% Non-life business

11.6% Sigma

8.5% lllyria
8.1% Siguria

2.0% lllyria Life
42.0% Otherinsurers

Market shares of lllyria and lllyria Life in the Kosovan insurance market?
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24 Source: Central Bank of the Republic of Kosovo.
25 Source: Central Bank of the Republic of Kosovo.
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8. SAVA RE GROUP REVIEW OF
OPERATIONS*

Business is presented by operating segments (non-life insurance, life insurance, rein-
surance business and the “other” segment) and by geography (Slovenia and interna-
tional). The “Slovenia” segment includes figures of the Slovenian part of Zavarovalnica
Sava (pre-merger Zavarovalnica Maribor and Zavarovalnica Tilia) and Moja nalozba (life
segment), while the “international” segment covers the operations of the other subsid-
iaries, including the Croatian part of Zavarovalnica Sava (pre-merger Velebit osiguranje
and Velebit zZivotno osiguranje). The reinsurance segment was not broken down geo-
graphically, as after the elimination of transactions with subsidiaries, the majority of the
remaining transactions relate to Sava Re’s business in global reinsurance markets.

In addition to said segment breakdown, the segment reporting information also reflects

the effects of consolidation elimination and reallocation of certain income statement

items:
In the consolidation process, reinsurance effects were reallocated from the reinsur-
ance segment to the non-life and life segments (Sava Re as the controlling company
handles the reinsurance of most risks of the subsidiaries within the Sava Re Group): in
the segment reporting information, reinsurance premiums received by the reinsurer
from the subsidiaries were reallocated to the segment from where they arose (the
same applies by analogy to reinsurance-related claims, commission income, change
in unearned premiums, claims provisions and deferred acquisition costs). In the elim-
ination process, the portion of business retroceded by Sava Re to foreign reinsurers
was not allocated to the non-life and life segments. Retrocession-related expenses
usually exceed income (except in the case of catastrophe claims). To provide a more
adequate presentation of segment profitability, the result of the retroceded business
was also allocated to the segment to which it related (non-life or life). All said items
were adjusted only in the part relating to the risks of subsidiaries retroceded by Sava
Re to foreign reinsurers.
Other operating expenses of the reinsurance segment were reduced by the portion
of expenses attributable to the administration of the Sava Re Group. Sava Re oper-
ates as a virtual holding company, so a part of its expenses relates to the adminis-
tration of the Group. Such expenses of the reinsurance segment were allocated to
other segments based on gross premiums written. Such reallocation has been made
also for other operating expenses relating to intra-group reinsurance transactions.
In the period 1-12/2016, Sava Re allocated 64.0 % of other operating expenses to
operating segments as monitored (non-life and life insurance business) by premium
structure (1-12/2015: 64.8 %).
Investment income and expenses are reallocated from the reinsurance segment to
the non-life insurance and life insurance segments using the key for the apportion-
ment of net technical provisions for the rolling year (average of past four quarters).

26 A glossary of selected insurance terms and calculation methods for ratios is appended to this
annual report.
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In the statement of financial position, the following adjustments were made in addition

to the eliminations made in the consolidation process:

Intangible assets - goodwill was allocated to the segment from which it arose (real-
located from the reinsurance segment to the non-life and life segments depending
on which subsidiary it related to).

The balance of financial investments was reallocated from the reinsurance segment
to the non-life insurance and life insurance segments using the key for the apportion-
ment of net technical provisions for the rolling year (average of past four quarters).
Reinsurers’ share of technical provisions (reinsurers’ share of unearned premiums,
claims provisions and other provisions) and deferred acquisition costs - in the same
way as described in point one of adjustments to income statement items.

Equity was reallocated from the reinsurance segment to the non-life and life seg-
ments based on the carrying amount of investments in subsidiaries (the sum total of
carrying amounts of non-life insurers was reallocated to the non-life segment, and
that of life insurers was reallocated to the life segment).

Following is a brief commentary on the results of each operating segment.

Summary of the consolidated income statement

€) 2016 2015 Index
Net earned premiums 458,101,526 447.559,605 102.4
Income from investments in associates 0 942,560 -
Investment income 33,136,242 39,577,855 83.7
Nekt unrealised gains on investments of life insurance policyholders who bear the investment 17958,678 26,631,788 67.4
ris

Other technical income 18,237,409 19,318,601 94.4
Other income 6,489,633 4,647977 139.6
Net claims incurred -268,393,776 -273,129,823 98.3
Change in other technical provisions -5,254.856 -1,282,026 4099
Change in technical provisions for policyholders who bear the investment risk 17,442,161 -11,036,450 158.0
Expenses for bonuses and rebates -1,263,545 -580,091 217.8
Operating expenses -159,563,486 -148,918,373 1071
Expenses for investments in associates and impairment losses on goodwill 1,693,699 -2936,678 577
Expenses for financial assets and liabilities -8,556,415 13,005,902 65.8
Nekt unrealised losses on investments of life insurance policyholders who bear the investment -11,256,348 -25,930,786 434
ris

Other technical expenses 17,310,937 -20,113,718 86.1
Other expenses -2,518,278 -1,646,568 1529
Profit/loss before tax 40,669,987 40,097,971 101.4
Income tax expense -7751,774 -6,732,520 1151
Net profit/loss for the period 32,918,213 33,365,451 98.7
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Consolidated operating ratios

2016 2015
Net incurred loss ratio 58.6 % 60.5%
Net expense ratio 34.0% 325%
Return on revenue (ROR) 72% 75%
Investment return 2.4% 27 %
Return on equity 1.3% 12.0%
Consolidated net earned premiums
Consolidated net earned premiums
€) 2016 2015 Index
Gross premiums written 490,205,154 486,264,557 100.8
Net premiums written 458,962,640 455,949,810 100.7
Change in net unearned premiums -861114 -8,390,205 -10.3
Net premiums earned 458,101,526 447,559,605 102.4
Consolidated net premiums earned by operating segment
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200.0
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100.0
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Consolidated net earned premiums by class of business

©) 2016 2015 Index
Personal accident 30,432,580 34,250,889 889
Health 2,928,204 3,636,019 80.5
Land vehicles casco 81,980,726 81,894,077 1001
Railway rolling stock 91,376 88,979 102.7
Aircraft hull 876,454 620,238 1413
Ships hull 3,690,491 3,697,646 99.8
Goods in transit 6,580,317 5,662,254 116.2
Fire and natural forces 79,164,292 69,468,424 14.0
Other damage to property 36,019,044 34,739112 103.7
Motor liability 98,741,014 100,790,210 98.0
Aircraft liability 167,549 -11,782 1,422
Liability for ships 756,694 473,420 159.8
General liability 17144546 15,179,047 1129
Credit 3,455,990 2,588,482 1335
Suretyship 294,814 347168 849
Miscellaneous financial loss 4,313,773 3,563,895 121.0
Legal expenses 451,362 248,519 181.6
Assistance 5,184,295 4,750,431 1091
Life insurance 38,440,437 36,389,300 105.6
Unit-linked life 47,370,770 49,166,195 96.3
Capital redemption 16,798 17,082 98.3
Total 458,101,526 447,559,605 102.4

Consolidated gross premiums written by class of business

20.7%  Motor liability 21.0%

18.1%  Fire and natural forces 11.9%

17.4%  Landvehicles casco 16.7%
€ l}ﬁp.z 9.7% Unitlinked life business 10.2% € 43.5'3
mitlion 8.0%  Otherdamage ta property 8.1% miflion

5.9%  Personal accident 11%

19.5% Other 19.1%

2016 2015
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Consolidated net claims incurred

Consolidated net claims incurred

©) 2016 2015 Index
Gross claims paid 269,445,796 271,503,134 99.2
Net claims paid 254,626,142 253,784933 100.3
Change in the net provision for outstanding claims 13,767,634 19,344,890 2
Net claims incurred 268,393,776 273,129,823 98.3

Consolidated net claims incurred by operating segment
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Consolidated net claims incurred by class of business

©) 2016 2015 Index
Personal accident 16,196,842 18,090,392 89.5
Health 2,184,413 2,463,431 88.7
Land vehicles casco 61,106,817 57,713,631 1059
Railway rolling stock 14,576 2,529 576.4
Aircraft hull 793,646 620,059 128.0
Ships hull 5,500,755 2,969,432 185.2
Goods in transit 2,598,656 3,640,492 .4
Fire and natural forces 49,790,750 46,230,409 1077
Other damage to property 13,050,200 17,357,079 75.2
Motor liability 56,696,628 58,943,274 96.2
Aircraft liability 71952 140,125 -51.3
Liability for ships 359,070 80,187 4478
General liability 9,714 8,965,512 108.7
Credit 168,472 -279,989 -60.2
Suretyship -29,873 360,978 -8.3
Miscellaneous financial loss 2,259,362 2,048,323 110.3
Legal expenses 3,087 6,832 452
Assistance 721,467 654,160 110.3
Life insurance 29,847715 30,101,883 99.2
Unit-linked life 17,459,593 23,021,084 75.8
Capital redemption 2,438 0 -
Total 268,393,776 273,129,823 98.3

Consolidated gross premiums written by class of business

22.5% Landvehicles casco 21.1%

21.7%  Motor liability 20.7%

18.7% Fire and natural forces 18.4%

€269.4 10.9% Lifeinsurance 1.3%
million 1.2%  Otherdamage to property 8.1%
6.1% Unit-linked life business 8.1%

5.2%  Personal accident 5.3%

Other
2016 2015
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Consolidated operating expenses

Consolidated operating expenses

©) 2016 2015 Index
Acquisition costs 51,882,550 49,853,683 104.1
Change in deferred acquisition costs (+/-) 1,474,454 -1,451,391 301.6
Other operating expenses 106,206,482 100,516,081 105.7
Operating expenses 159,563,486 148,918,373 107.1
Income from reinsurance commission -3,732,607 -3,656,904 1021
Net operating expenses 155,830,879 145,261,469 107.3
Gross expense ratio 322% 309%

Net expense ratio 34.0% 325%

Consolidated net operating expenses by operating segment
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*The “other” segment represents the expenses of the other segment (non-insurance companies).
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Consolidated net investment income

Consolidated net inv. income of the investment portfolio

Absolute
€) 2016 2015 change
Net inv. income of the investment portfolio 24,612,812 26,985,847 -2,373,035
Net inv. income of the investment portfolio, excluding exchange differences 23,122,262 23,706,782 -584,520

The net investment income of the investment portfolio includes the income and expenses relating to investment property. These are
shown in the income statement under other technical income/expenses and other income/expenses.

The net investment income relating to the 2016 investment portfolio totalled € 24.6 mil-
lion, down € 2.4 million on 2015. The Group’s net investment income from its investment
portfolio, excluding exchange differences, totalled € 23.1 million, down € 0.6 million on
2015.

The net investment income declined by € 0.4 million year on year. This is because in
the prior year, Zavarovalnica Sava sold an investment property realising a capital gain of
€ 0.4 million.

Below is a detailed overview of income and expenses relating to the investment portfolio.

Consolidated income and expenses relating to the investment portfolio

Absolute
€ 2016 2015 change
Income
Interest income 21,233,656 22637172 -1,403,516
Change in fair value and gains on disposal of FVPL assets 737997 1,359,372 -621,375
Gains on disposal of other IFRS asset categories 2,314,834 1,663,530 651,304
Income from dividends and shares - other investments 1,284,400 1,228,274 56,126
Exchange gains 7325123 12,513,361 -5188,238
Other income 622,207 791,239 -169,032
Income from the investment portfolio 33,518,217 40,192,948 -6,674,731
Nekt unrealised gains on investments of life insurance policyholders who bear the investment 17958,678 26,631,788 -8,673,110
ris
Expenses
Interest expenses 842126 1,161,059 -318,933
Change in fair value and losses on disposal of FVPL assets 631,525 1,504,286 -872,761
Losses on disposal of other IFRS asset categories 498,683 350,151 148,532
Impairment losses on investments 594,683 726,066 -132,041
Exchange losses 5,834,573 9,234,296 -3,399,723
Other 504,473 231,243 273,230
Expenses relating to the investment portfolio 8,905,405 13,207,101 -4,301,696
Nel;t unrealised losses on investments of life insurance policyholders who bear the investment 11,256,348 25,930,786 14,674,438
ris

Income/expenses include income/expenses relating to investment property. These are show in the income statement under other techni-
cal income/expenses and other income/expenses.
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In 2016, investment income totalled € 33.5 million, down € 6.7 million year on year; ex-
cluding exchange differences, investment income declined by € 1.5 million. The larg-
est part of income is interest income, which amounted to € 21.2 million in the period
1-12/2016, down € 1.4 million year on year.

In 2016, expenses relating to the investment portfolio decreased by € 4.3 million year on
year, or by € 0.9 million on elimination of exchange differences. In addition to exchange
losses, the largest contributors to expenses are interest on loans granted and expenses
arising from changes in market prices.

However, the effect of exchange differences does not fully impact profit or loss since
liabilities denominated in a foreign currency move in line with investments in that cur-
rency. Exchange differences mainly relate to the assets and liabilities of Sava Re. The
total impact of exchange differences on the result is set out in the notes to the financial
statements of the annual report, note 18.7.4.1.4 “Currency risk”.

Consolidated gross profit/loss

Composition of consolidated gross profit
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2015
2016
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Underwriting result Investmentresut ———  Result of life Other*
(reins. + non-life) (reins. + non-life)

*  Otherincludes the gross profit of the “other” segment (non-insurance companies) and impairment losses on goodwill of € 1.7 million (2015:
€ 2.9 million).

The Sava Re Group performed wellin 2016, achieving a 1.4 % increase in gross profit over
2015. We consider the 2015 profit the basis for further growth, as the synergy benefits
from the merger of the EU-based insurers into Zavarovalnica Sava will be realised in the
coming years.

The underwriting result (reinsurance + non-life insurance) improved due to better re-
sults of the reinsurance segment achieved through larger net earned premiums and low-
er netincurred claims. Net claims incurred were high in 2015 due to increased claims and
the change in the gross claims provision, which is discussed in more detail in section 8.1
“Reinsurance”, subsection “Net claims incurred”.
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The investment result declined in 2016 year on year, both in the reinsurance as well as

the non-life segments. This is mainly due to lower interest income as a result of the low

interest rate environment.

In 2016 the life insurance segment performed weaker than in 2015. The result fell by

14.9 %, mainly because of increased expenses in almost all life insurance companies in

the Group.

Composition of the gross consolidated result (excluding the effect of exchange differences)
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Composition of the consolidated gross income statement by operating segment
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As mentioned above, the reinsurance segment performed better than in 2015. This is
due to the improved underwriting result of this segment.

The non-life insurance segment performance fell short of 2015 mainly owing to the de-
terioration in the underwriting result. The largest impact came from a hailstorm event.
Life insurance business posted weaker results due to higher operating costs of almost all
life insurance companies in the Group.

8.1 Reinsurance business

To a large degree, this segment reflects developments of business written abroad by
Sava Re.

Composition of the consolidated gross income statement; reinsurance business
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The reinsurance operations segment performed much better in 2016 compared to 2015.
This is due to an improved underwriting result owing to higher net earned premiums and
lower net incurred claims. Net claims incurred were high in 2015 due to the increase in
claims and the change in the gross claims provision (described in greater detail in the
section “Net claims incurred”). The investment result was lower in 2015 primarily due
to exchange differences and lower interest income and expenses. The profits of the
reinsurance segment were also affected by exchange differences, while the net effect
on profit or loss is non-material as the Company follows a strict asset-liability currency
management policy. The impact of exchange differences on the result by operating seg-
ment was as follows: underwriting categories were impacted by exchange losses of €1.8
million (2015: € 3.4 million); investment activities by gains of € 1.4 million (2015: € 3.2
million).

The following table shows the composition of gross profits of the reinsurance segment,
excluding the effect of exchange differences.
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Composition of the gross consolidated profit (excluding the effect of exchange differences); reinsurance business
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Net premiums earned

Net premiums earned; reinsurance business
©) 2016 2015 Index
Gross premiums written 92,683,719 98,151,240 94.4
Net premiums written 88,620,585 93,566,364 947
Change in net unearned premiums 3,786,781 -7,664,647 2494
Net premiums earned 92,407,367 85,901,717 107.6

Gross reinsurance premiums of the reinsurance segment declined by 5.6 % in 2016 due
to less premiums written as a result of limiting growth in response to the soft interna-
tional reinsurance market. The change in net unearned premiums had a positive impact
on net earned premiums in 2016 (lower balance of net unearned premiums), while in
2015 the impact was a negative one. This is because unearned premiums declined in
2016 owing to the drop in gross premiums written and a larger share of the non-propor-
tional portfolio with relatively lower unearned premiums; in 2015 unearned premiums
increased due to the growth in gross premiums written.

More on the movement of unconsolidated data is provided in section 21.1 “Sava Re re-
view of operations”.
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Net claims incurred

Net claims incurred; reinsurance business

©) 2016 2015 Index
Gross claims paid 58,010,218 55,743,871 1041
Net claims paid 53,730,691 54,001,608 99.5
Change in the net provision for outstanding claims 6,882,231 11,427,453 60.2
Net claims incurred 60,612,921 65,429,062 92.6
Gross claims increased by 4.1 % compared to 2015, mainly due to claim payment relat-
ing to previous underwriting years with greater premium volume (premiums were 5.6 %
lower). Due to the settlement of major retroceded claims relating to past underwriting
years, net claims paid even slightly decreased year on year.
Net claims incurred fell by 7.4 % year on year. The change in the net claims provision was
smaller than in 2015 mainly because of reserving for a catastrophic event (explosion) in
China, while the 2016 portfolio was not affected by any major loss. The reinsurers’ share
of the claims provision did not decrease significantly despite the settlement of large
claims, mainly because a provision was made for a large facultative loss. The change in
the net claims provision was also affected by exchange differences as the provision in-
creased by € 1.4 million in 2016 (2015: decrease of € 3.8 million).
More details on the movement of unconsolidated data is provided in section 21.1 “Sava
Re review of operations”.
Operating expenses
Consolidated operating expenses; reinsurance business
€ 2016 2015 Index
Acquisition costs 21919,227 21132677 103.7
Change in deferred acquisition costs (+/-) 937,593 -1,574,081 259.6
Other operating expenses 3,784,882 3,229,532 nz.2
Operating expenses 26,641,702 22,788,128 116.9
Income from reinsurance commission -350,140 -600,935 58.3
Net operating expenses 26,291,562 22,187,193 18.5

Acquisition costs rose despite the drop in gross premiums written. Acquisition costs ac-
counted for 23.6 % of gross premiums written in 2016, a deterioration of 2.1 percentage
points compared to 2015. The increase in acquisition costs is due to the low reinsurance
rates in global markets, manifested in higher commission rates in proportional business.
Deferred acquisition costs declined in 2016 in line with the decline in premiums and un-
earned premiums, which is why their change increases operating expenses; in 2015, pre-
miums, unearned premiums and deferred acquisition moved in the other direction and
the change in deferred acquisition costs decreased operating expenses. The growth in
other operating expenses was driven by the increase in labour costs and costs of intel-
lectual and personal services.

More details on the movement of unconsolidated data are provided in section 21.1 “Sava
Re review of operations”.
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Net investment income

Income, expenses and the net inv. income relating to the investment portfolio; reinsurance business

2 g E £ g =
18.0 = Z i
3.1%
16.0 - e
140
+ 3.0%
120
2.3% Return - 25%
10.0 -
- 2.0%
8.0 -
- 15%
6.0 -
40 - - 1.0%
20 - ! - 0.5%
€ million - = 0.0%
2015 2016
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Income, expenses and net inv. income of the investment portfolio, excluding exchange differences; reinsurance business
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Given that the exchange differences mainly relate to Sava Re and their impact does not
fully affect profit or loss, the graph above shows the net investment income of the in-
vestment portfolio, excluding exchange differences.

Compared to the same period last year, the Group realised € 0.3 million less net invest-
ment income in the reinsurance operating segment. The net investment income was
lower year on year, mainly due to lower interest income, while interest expenses were
also lower.

8.2. Non-life insurance business

The non-life insurance segment comprises the operations of the following companies:
Zavarovalnica Sava, non-life
Sava osiguranje (MNE)
Sava neZivotno osiguranje (SRB)
Sava osiguruvanje (MKD)
Illyria

The 2015 data for Zavarovalnica Sava is the sum of the data of the Group insurers

that merged on 2 November 2016 into Zavarovalnica Sava (Zavarovalnica Maribor,
Zavarovalnica Tilia and Velebit osiguranje, excluding intra-group transactions).

Composition of the consolidated gross income statement; non-life insurance business
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The non-life operating segment posted a € 2.2 million lower result compared to the
previous year. In this regard, the non-life segment of Slovenian insurance companies de-
teriorated by 12.3 %, while Sava’s international non-life operations improved by 50.4 %.
The reason for the weaker performance of the Slovenian non-life insurers is mainly the
weaker underwriting result of Zavarovalnica Sava. It deteriorated mainly due to the in-
crease in net claims incurred (details are provided in the section “Net claims incurred”)
and increase in operating expenses owing to the merger process.

The underwriting result of the non-domestic non-life insurers deteriorated by € 0.7 mil-
lion. The largest impact on the overall deterioration in the underwriting result of the
non-Slovenian based non-life insurers came from the weaker underwriting result at Sava
osiguranje (MNE), due to the increase in its gross claims provision. In the previous year,
the company produced a very strong underwriting result, so this year, although weaker,
it is still favourable and the best among the non-Slovenian non-life insurers in the Sava
Re Group.

The investment result of Slovenian non-life insurers deteriorated by € 0.7 million as a
result of lower interest income (low interest rates in capital markets) and lower gains on
the disposal investments. Nevertheless, the investment result of the non-Slovenia based
insurers remained at the 2015 level.

The improved result of other items posted by non-Slovenian insurers is due to lower im-
pairment losses on goodwill: in 2015 the total amount of impairment losses on goodwill
of the Kosovan and Serbian insurers was € 2.9 million (results were below plan), while in
2016 impairment losses were € 1.7 million and relating to only the Kosovan insurer.

By contrast, the better result of the other items of the Slovenian insurer is mainly due to
the growth in otherincome. In 2016, disability funds were released, there was an increase
in the interest accrued from enforced recourse receivables and income from previous
years relating to the utilisation of provisions for accrued termination benefits.

Net premiums earned

Net premiums earned; non-life insurance business

Slovenia International
€) 2016 2015 2016 2015
Gross premiums written 255,823,534 24909087788 55114138 52,041,312
Net premiums written 233,021,200 227974948 51,134,477 48,766,119
Change in net unearned premiums -2993,035 685,043 -1,620,239 -1,406,884
Net premiums earned 230,028,165 228,659,991 49,514,238 47,359,234

The gross non-life insurance premiums grew by 2.9 % in 2016 as a result of the growth
in gross non-life premiums of all companies, except the Kosovan insurer. The Slovenian
gross non-life insurance premiums rose by 2.3 %, mainly owning to an increased pre-
mium volume of motor, credit and property business. The Slovenian non-life insurance
market grew at a rate of 2.9 % in the period. Gross non-life insurance premiums written
abroad grew by 5.9 %. The largest growth (26.1 %) was posted by the Croatian branch
of Zavarovalnica Sava, where premium growth was achieved in most classes of business
against the background of an overall Croatian non-life insurance market growth of 2.2 %.
Net non-life insurance premiums grew by 2.7 % in 2016. The reinsurers' shares of premi-
ums and unearned premiums increased in line with the growth in gross premiums written.
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Unconsolidated gross non

Overall, this led to a 1.2 % increase in net premiums earned.

-life premiums of Sava Re Group companies

€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (non-life) 255,985,530 250,127,369 102.3
Zavarovalnica Sava, Croatian part (non-life) 8,801,827 6,982,360 1261
Sava nezivotno osiguranje (SRB) 14,745,052 14,401,839 102.4
lllyria 7,120,933 8,073,035 88.2
Sava osiguruvanje (MKD) 12197976 11,406,863 1069
Sava osiguranje (MNE) 11,656,792 11,185,622 104.2
Total 310,508,111 302,177,088 102.8

In Slovenia Zavarovalnica Sava managed to grow motor, credit and property premiums.
Motor premium growth was driven both by growth achieved with individuals, with in-
creases in the number of policies and sums insured on casco policies, as well as in the
commercial sector through new clients and partly increased coverages.

The Croatian branch of Zavarovalnica Sava posted the highest overall growth in the
Group, 26.1 %, achieved through good positioning in Internet sales, improved premium
collection and increased efficiency of the own sales network. The Group’s Serbian insur-
er also posted growth, mainly in casco business and due to the increased number of pol-
icies written in assistance insurance. The Macedonian insurer achieved premium growth
through more intensive cooperation with a bank and increased sales in its subsidiary, the
Sava Station vehicle inspection centre. The Montenegrin insurer grew its MTPL premi-
ums, while the Kosovan insurer lost some of its MTPL business. The decline is owing to
the entry of two new players in the market in 2015, resulting in fierce competition includ-
ing recruitment of agents from competitors. Another reason for the decline in motor
business is the halving of border insurance business. The company could compensate
part of its lost MTPL business with increased health insurance premiums.

Consolidated gross non-life insurance premiums by class of business

32.2%  Motor liability 33.3%
26.2% Landvehicles casco 25.5%
1A%  Fire and natural forces 1.2%
8.8%  Personal accident 9.6%
8.2%  0Other damage to property 8.2%
4.9%  General liability 4.8%
8.1% Other 1.3%
2016 2015
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Net claims incurred

Net claims incurred; non-life insurance business

Slovenia International
€) 2016 2015 2016 2015
Gross claims paid 143,614,923 143,752,543 22,536,325 20,618,761
Net claims paid 134,776,285 129,037,732 20,962,591 19,490,921
Change in the net provision for outstanding claims 3,691,798 6,172,457 787,659 -416,787
Net claims incurred 138,468,083 135,210,189 21,750,251 19,074,134
Unconsolidated gross non-life claims paid of Sava Re Group companies
€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (non-life) 144,268,145 144,069,921 1001
Zavarovalnica Sava, Croatian part (non-life) 3,757,231 3,564,014 105.4
Sava nezivotno osiguranje (SRB) 6,156,554 5,335,878 1n5.4
lllyria 3,497,451 3191168 109.6
Sava osiguruvanje (MKD) 4,875,105 4,784,826 1019
Sava osiguranje (MNE) 466,875 3,727792 .8
Total 166,721,360 164,673,599 101.2

The increase in gross non-life claims paid of 1.1% in 2016 was mainly due to the increase in
gross non-life claims paid of non-Slovenian non-life insurers. Claims paid of Zavarovalnica
Sava in 2016 remained on the level of 2015.

Gross claims of non-Slovenian insurers were up by 9.3 % mainly due to growth in claims
of the Group’s non-life insurers in Serbia, Montenegro and Kosovo. The Serbian non-life
insurer posted increased claims because of the portfolio assumption from AS osigu-
ranje. Excluding the claims relating to AS osiguranje, the Serbian non-life claims would
have posted an increase of 4.0 %. In Kosovo most claims related to a major property loss
(flood), motor and health business. The Group’s insurer in Montenegro posted increased
claims mainly due to a hail event and a falling aircraft.

In August 2016, the north-eastern and central parts of Slovenia were hit by a hail storm.
In this regard, Zavarovalnica Sava paid € 4.6 million in gross claims and set aside further
€ 2.8 million as provisions. The net effect on the profit of Zavarovalnica Sava was € 4.1
million. In addition, Zavarovalnica Sava paid € 0.9 million to reinstate the reinsurance
coverage.

Net non-life claims paid rose by 4.9 % (faster than gross claims) in 2016 as a result of a
lower amount of the reinsurers’ share. This is because in 2015, there were high reinsur-
ance claim payments relating to ice damage and flood losses of 2014, which is why net
claims were lower.

The 2016 change in the net claims provision of the Group’s Slovenian non-life insurer
was lower year on year. The change in the company’s provision for claims had a nega-
tive effect on the net claims incurred in 2016 (increase in the provision for a hail event
in August 2016 - € 2.8 million, a Slovenian fire loss of 2016 - € 1.5 million), while in 2015
it had a positive effect (due to claim payments relating to a 2014 ice damage event).
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The change in the reinsurance claims provision had a positive effect in 2016 (increase
in reinsurers’ share of the claims provision for the same reasons as the increase in the
claims provision), while in 2015 it had a negative effect owing to a decrease in the rein-
surers’ share of the claims provision after the settlement of the 2014 ice damage losses.
Zavarovalnica Sava settled the 2014 ice damage claims in 2014 and 2015, with the rein-
surers’ share fully paid in 2015. This is the reason behind the different movement of the
gross claims provision and the reinsurers’ share of the claims provision in 2015; there-
fore, the net change in the claims provision in 2015 was higher.

Operating expenses

Consolidated operating expenses; non-life insurance business

© 2016 2015 Index
Acquisition costs 24,091,300 23,087,514 104.3
Change in deferred acquisition costs (+/-) 343,31 85,962 399.4
Other operating expenses 83,583,937 80,046,562 104.4
Operating expenses 108,018,548 103,220,038 104.6
Income from reinsurance commission -3,313,876 -3,015,182 1099
Net operating expenses 104,704,672 100,204,856 104.5

Consolidated acquisition costs rose by 4.3 % due to the growth in consolidated non-life

premiums and the related increase in commissions for agents.

The rise in other operating expenses is mainly due to the increase in expenses of

Zavarovalnica Sava in Slovenia and its subsidiary in Croatia. The reason for the increase in

expenses in 2016 was the merger project, involving the merger of Zavarovalnica Tilia into

and the cross-border merger of the companies Velebit osiguranje and Velebit zivotno

osiguranje into Zavarovalnica Maribor with the associated costs.

Consolidated gross operating expenses (net of changes in deferred acquisition costs) of

non-life business grew by 4.4 %, while gross consolidated premiums written rose by 2.9 %

as a result of which the gross expense ratio increased by 0.5 percentage points.
Unconsolidated gross non-life operating expenses of Sava Re Group companies
€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (non-life) 74,700,751 72,491,291 103.0
Zavarovalnica Sava, Croatian part (non-life) 4,567,819 3,844,724 118.8
Sava nezivotno osiguranje (SRB) 7,778,202 7,415,417 1049
lllyria 2,666,892 2,753,201 96.9
Sava osiguruvanje (MKD) 5,024,561 4,519,888 .2
Sava osiguranje (MNE) 5,613,168 5,497,774 1021
Total 100,351,393 96,522,296 104.0
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Gross expense ratio; non-life insurance business
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Net investment income

Income, expenses and the net inv. income relating to the investment portfolio; non-life insurance business
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The net investment income of non-life insurance business amounted to € 10.6 million
in 2016, down by € 0.6 million from 2015. The net investment income was lower largely
because of lower interest income (€ 1.1 million). The investment return for the period
was 2.0 %.
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8.3. Life insurance business

The life insurance segment comprises the operations of the following companies:
Zavarovalnica Sava, life business
Sava Zivotno osiguranje (SRB)
lllyria Life
Moja nalozba

The 2015 data for Zavarovalnica Sava is the sum of the data of the Group insurers
that merged on 2 November 2016 into Zavarovalnica Sava (Zavarovalnica Maribor,
Zavarovalnica Tilia and Velebit Zivotno osiguranje, excluding intra-group transactions).

Net premiums earned

Net premiums earned; life insurance business

Slovenia International
©) 2016 2015 2016 2015
Gross premiums written 80,073,263 80,211,496 6,510,500 5,872,721
Net premiums written 79,697,487 79,779,368 6,488,891 5,863,011
Change in net unearned premiums -8,761 1,537 -25,861 -5,253
Net premiums earned 79,688,726 79,780,905 6,463,030 5,857,758

In 2016, both gross and net life insurance premiums increased by 0.6 % as a result of an
increase in life premiums outside Slovenia. In 2016, gross life premiums also included sin-
gle premiums for annuity business of Moja nalozba of € 1.1 million. Without these premi-
ums, gross life premiums written in Slovenia would have decreased by 1.6 %, since the life
portfolio of Zavarovalnica Sava shrank. This is because new business was not sufficient to
offset premiums lost due to surrenders and maturities. The Slovenian insurance market
posted a 4.3 % drop in life business in 2016.

Unconsolidated gross life premiums written by Sava Re Group companies

€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (life) 78,962,673 80,211,496 98.4
Zavarovalnica Sava, Croatian part (life) 3,505,085 3,261,327 107.5
Sava Zivotno osiguranje (SRB) 1,312,639 1,160,709 131
lllyria Life 1,692,776 1,527,038 1109
Moja nalozba* 1,110,590 - -
Total 86,583,762 86,160,569 100.5

*

Moja nalozba was not included in the 2015 consolidated accounts.
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In 2016 gross life insurance premiums grew in both non-Slovenia companies as well as
in the Croatian part of Zavarovalnica Sava. Both life insurers and the Croatian branch of
Zavarovalnica Sava have been implementing measures to improve their own sales net-
work through regular education and training events for sales personnel, measures that
have already translated into larger and better portfolios.

Consolidated gross life insurance premiums by class of business

35.0% Life insurance 33.2%

€86.6 o : €86.2
80 18.2% Additional personal accident 17.8% 80
million 46.8% Unit-linked life business 49.0% million
2016 2015

Net claims incurred

Net claims incurred; life insurance business

Slovenia International
€) 2016 2015 2016 2015
Gross claims paid 43,515,230 49,683,764 1,769,100 1,704,195
Net claims paid 43,389,751 49,551,433 1,766,823 1,703,239
Change in the net provision for outstanding claims 2,414190 2,075915 -8,244 85,852
Net claims incurred 45,803,941 51,627,348 1,758,579 1,789,091
Change in other net provisions* 5,821,095 34,238 2,146,811 1,993,277
Net claims incurred, including change in net other provisions 51,625,036 51,661,586 3,905,390 3,782,368

*

These provisions mainly comprise mathematical provisions.

The decline in the net life insurance claims paid in Slovenia is due to the decline in claims
of Zavarovalnica Sava because of lower claim payments relating to maturities than last
year as well as fewer surrenders and accelerated benefits. Gross claims paid relating to
non-Slovenian life business increased since the Croatian part of Zavarovalnica Sava re-
corded an increase in gross claims, and so did the Kosovan company lllyria Life. In con-
trast, the Serbian insurer’s gross claims decreased year on year.

The change in other technical provisions increased due to an increase in the mathemat-
ical provisions of Zavarovalnica Sava. Generally, mathematical provisions increase over
the term of policies and as portfolios mature, but decrease when claims are paid out.
Since there were fewer surrenders and maturities in 2016 than in the prior year, the 2016
decrease in mathematical provisions was lower than in the previous year; therefore, the
change in other technical provisions in 2016 was larger than in 2015.
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Unconsolidated gross claims paid relating to the life business of Sava Re Group companies

€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (life) 43,231,245 49,683,764 870
Zavarovalnica Sava, Croatian part (life) 1,102,122 1,022,000 107.8
Sava zivotno osiguranje (SRB) 370,532 443,257 83.6
lllyria Life 296,446 238938 1241
Moja nalozba* 283,985 - -
Total 45,284,330 51,387,958 87.6
* Moja nalozba was not included in the 2015 consolidated accounts.

Sava Zivotno osiguranje (SRB) posted a decline in gross life claims paid in 2016 as the

insurer paid less maturity and surrender claims than year on year, while lllyria Life paid

more gross claims due to more death benefits paid out than in 2015. Gross life claims

paid by the Croatian part of Zavarovalnica Sava increased because of the increase in the

number of maturities and surrenders.

Operating expenses
Consolidated operating expenses; life insurance business
© 2016 2015 Index
Acquisition costs 5,872,023 5,633,492 104.2
Change in deferred acquisition costs (+/-) 193,550 36,728 527.0
Other operating expenses 16,494,852 14,880,652 110.8
Operating expenses 22,560,425 20,550,872 109.8
Income from reinsurance commission -68,591 -40,787 168.2
Net operating expenses 22,491,834 20,510,085 109.7

Acquisition costs increased because of the increase in the consolidated acquisition costs
of Zavarovalnica Sava. This is due to the elimination of transactions among Zavarovalnica
Sava and its Slovenian subsidiaries who underwrite life policies for the parent. In 2016
Zavarovalnica Sava wrote more business through its external sales channels and less
through its subsidiaries and therefore paid less fees to its subsidiaries than in the previ-
ous year, resulting in a lower cost recovered from consolidation. Thus, the consolidated
acquisition costs of Zavarovalnica Sava increased, although the non-consolidated costs
declined.

Other operating expenses increased by € 1.6 million, mainly as a result of the inclusion of
Moja naloZba in the consolidated accounts with € 1.2 million of other operating expenses
in 2016, while it had not been included in the 2015 consolidated accounts. The remain-
ing part of the increase in other operating expenses was contributed by all the Group’s
life insurers, except lllyria Life. In the Slovenian part of Zavarovalnica Sava it is due to
increased material costs and advertising expenses (also related to the merger), in the
Croatian part of Zavarovalnica Sava, it is due to increased costs of services and person-
nel costs. Personnel costs also grew in Sava Zivotno osiguranje (SRB), which is the main
reason for the growth of other operating costs in this company.
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The consolidated gross expense ratio for the Slovenian companies rose by 2.2 percent-
age points compared to 2015, which is partly due to the inclusion of Moja nalozba in the
consolidated accounts in 2016 and partly a result of the increase in the gross expense
ratio of Zavarovalnica Sava. If the impact of Moja nalozba in 2016 is excluded, the ratio
increases by 0.8 percentage points compared to 2015 as a result of less gross premiums
written by Zavarovalnica Sava.

The consolidated gross expense ratio of non-Slovenian life insurers dropped by 3.5 per-
centage points due to the increase in gross premiums written. The consolidated gross
expenses of the non-Slovenian companies, by contrast, increased by € 0.1 million due to
the above reasons.

Unconsolidated gross life operating expenses of Sava Re Group companies

€) 2016 2015 Index
Zavarovalnica Sava, Slovenian part (life) 17,096,681 17,233,828 99.2
Zavarovalnica Sava, Croatian part (life) 1,796,973 1,720,525 104.4
Sava Zivotno osiguranje (SRB) 919,592 881,651 104.3
Illyria Life 487,408 502,797 969
Moja nalozba* 1,335,107 - -
Total 22,067,944 20,338,801 108.5

*

Moja nalozba was not included in the 2015 consolidated accounts.

Gross expense ratio; life insurance business
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Net investment income

Income, expenses and the net inv. income relating to the investment portfolio; life insurance business
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The net investment income of the investment portfolio of life insurance business rose
by € 0.3 million year on year. The improved net investment income was supported by
slightly higher interest income (€ 0.1 million) and income from pension business, included
in the life segment as of 1 January 2016. In the reporting period, the Group’s expenses
relating to the investment portfolio totalled € 1.0 million, up € 0.2 million year on year.
Expenses rose mainly due to impairment losses on investments (€ -0.2 million).
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9.  FINANCIAL POSITION OF THE
SAVA RE GROUP

At 31 December 2016, total assets of the Sava Re Group stood at € 1,671.2 million, an
increase of 4.0 % over year-end 2015. Below we set out items of assets and liabilities in
excess of 5 % of total assets/liabilities as at 31 December 2016, or items that changed by

more than 2 % of equity.

9.1 Assets

Consolidated total assets by type

As % of As % of

total as at total as at

€) 31/12/2016 31/12/2016 31/12/2015 31/12/2015
ASSETS 1,671,189,179 100.0 % 1,607,281,060 100.0 %
Intangible assets 25,508,583 1.5% 30,465,315 19%
Property and equipment 51,887,127 31% 47,217,311 29 %
Deferred tax assets 2,326,063 01% 2,371,857 01%
Investment property 7933,786 0.5% 8,040,244 0.5%
Financial investments 1,030,235,239 61.6% 1,015,056,805 63.2%
Funds for the benefit of policyholders who bear the investment risk 224,175,076 13.4 % 214189117 13.3%
Reinsurers’ share of technical provisions 28,444,628 17 % 23,877277 1.5%
Investment contract assets 121,366,122 73% M,418,244 69 %
Receivables 127,408,527 76 % 130,663,929 8.1%
Deferred acquisition costs 16,510,536 1.0% 17992,485 11%
Other assets 1,366,844 01% 1173159 01%
Cash and cash equivalents 33,939,160 20% 4710904 03%
Non-current assets held for sale 87,488 0.0% 104,413 0.0%
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9.1.1. Investment portfolio

The investment portfolio consists of the following statement of financial position items:
financial investments, investment property and cash.

Sava Re Group investment portfolio by class of asset?

Absolute
€) 2016 2015** change Index
Deposits 24,737,308 53,052,297 -28,314,989 46.6
Government bonds 595,132,601 554117154 41,015,447 107.4
Corporate bonds* 368,357,333 369,448,048 -1,090,715 99.7
Shares 16,980,847 18,906,610 -1925,763 89.8
Mutual funds 16,531,807 12,758,487 3,773,320 129.6
Loans granted and other investments 659,484 1,075,435 -415951 61.3
Deposits with cedants 7,835,859 5,698,774 2,137,085 137.5
Total financial investments 1,030,235,239 1,015,056,805 15,178,434 101.5
Investment property 7933,786 8,040,244 -106,458 98.7
Cash and cash equivalents of the insurer*** 21,481,381 4,598,802 16,882,579 4671
Total investment portfolio 1,059,650,406 1,027,695,851 31,954,555 103.1
Funds for the benefit of policyholders who bear the investment risk 236,632,854 214,301,219 22,331,635 110.4
- financial investments 224175,075 214189117 9,985,958 104.7
- cash and cash equivalents of policyholders who bear the investment risk 12,457,779 112,102 12,345,677
Investment contract assets 121,366,122 m,418,244 9947878 1089

*/** In 2015 corporate bonds did not include government guaranteed corporate bonds (€ 51.9 million); they were classified as government
bonds.

*** Cash and cash equivalents of policyholders who bear the investment risk (2016: € 12.5 million; 2015: € 0.1 million) are excluded from the
investment portfolio.

The Sava Re Group investment portfolio totalled € 1,059.7 million as at 31 December
2016. Compared to 31 December 2015, the investment portfolio grew by € 32.0 million,
primarily due to the positive cash flow from core insurance business.

Composition of the Sava Re Group investment portfolio as at 31 December 2015 and 31 December 2016

95.4% Fixed-income financial investments 95.3%
€1,021.8 3.1% Shares and mutual funds 3.2% €1,059.7
million 0.8% Property 0.7% million
0.7% Other 0.8%
2015 2016

27 Effective as of 1 January 2016 the Company changed the recording of demand deposits under cash and cash equivalents (in 2015 shown
under the deposit item).
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Composition of fixed-income financial investments as at 31 December 2015 and 31 December 2016

5.2% Deposits 2.3%

48.9% Government bonds 51.7%

0, 0,
€981.3 zgzé, Eegula(rj[borpé)ratebonds 23.4°A €1,029.7
million .4% Covered bonds 10.9% million

5.0% Government-guaranteed bonds 4.4%

11% Structured products 0.4%

0.4% Cashand cash eguivalents 2.0%

2015 2016

*

As at 31 December 2015, fixed-income financial investments included cash and cash equivalents, and investment property, which is why the
percentages given for 2015 differ from those published in the 2015 annual report.

Compared to 31 December 2015, the composition of the investment portfolio changed
in line with the Group’s investment policy. Fixed-income investments, accounting for
95.5 % of the investment portfolio as at 31 December 2016 (31/12/2015: 95.3 %), includ-
ed a smaller share of deposits compared to 31 December 2015. The decline in the share
was mainly due to the change in the recording of demand deposits, which were reclassi-
fied to cash and cash equivalents as of 1 January 2016. There was an increase in the share
of investments in government bonds.

91.2. Funds for the benefit of policyholders who bear the
investment risk

Zavarovalnica Sava is the only Group company to market life products where the invest-
ment risk is borne by policyholders. Funds of policyholders who bear the investment risk
are recorded as financial investments (mainly in mutual funds selected by policyholders)
and cash. As at 31 December 2016, financial investments totalled € 224.2 million and
cash € 12.5 million. Thus funds increased by € 22.4 million compared to 31 December
2015. The increase in funds of policyholders who bear the investment risk is due to the
growth in mutual fund unit prices selected by the policyholders (€ 6.7 million); other in-
crease in investments is a result of positive cash flow. The large balance of cash and cash
equivalents is related to scheduled liabilities maturing in January 2017.

9.1.3. Receivables

As at year-end 2016, the total amount of receivables of the Sava Re Group was 2.5 %
lower compared to the previous year.

Receivables from primary insurance and reinsurance operations were € 0.9 million lower
than at the year-end 2015 (improved recoveries, lower volume of reinsurance premiums
because of low premium rates in global reinsurance markets). Current tax assets de-
creased by € 1.6 million (overpayments relating to tax advances on profits paid in 2015),
while other receivables decreased by € 0.7 million. The receivables ageing analysis has
remained broadly the same as at the end of 2015, with a 78 % share of non-past-due
receivables.
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9.14. Investment contract assets

Investment contract assets and liabilities were included in the consolidated statement of
financial position for the first time as at 31 December 2015 as a result of the inclusion of
Moja nalozba in the consolidated accounts at year-end 2015.

The investment contract assets item includes liability fund assets relating to MOJI skla-
di Zivljenjskega cikla managed by the Moja naloZba pension company for the benefit of
policyholders. As of 1 January 2016, the Company started managing a group of long-
term business funds MOJI skladi Zivljenjskega cikla, consisting of three long-term busi-
ness funds: MOJ dinamicni sklad (MY Dynamic Fund, MDF), and MOJ uravnotezZeni
sklad (MY Balanced Fund, MBF), and MOJ zajamceni sklad (MY Guaranteed Fund, MGF)
where policyholders bear the investment risk in excess of the guaranteed funds. As at
31 December 2016, investment contract assets totalled € 121.4 million, up 8.9 % com-
pared to 31 December 2015. The increase in investment contract assets was mainly due
to a positive change in the fair value reserve (€ 2.3 million) and new premiums (€ 3.4
million); there were € 12.0 million of payins and € 8.6 million of payouts.

Financial investments accounted for 94.9 % of total assets, the remaining amount relates
to receivables and cash and cash equivalents.

As with the previous category, the movement in investment contract assets depends on
new premium contributions, payouts and changes in the unit prices of funds.

9.1.5. Cash and cash equivalents

Cash and cash equivalents increased in 2016 because of the changed treatment of de-
mand deposits. As of 1 January 2016, demand deposits are classed as items of cash and
cash equivalents. At 31 December 2016, demand deposits totalled € 15.8 million.

The increased balance of cash and cash equivalents of policyholders who bear the in-
vestment risk is the result of scheduled payments based on maturities in January 2017.
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9.2. Liabilities

Balance and structure of equity & liabilities

As % of As % of
total as at total as at
€) 31/12/2016 31/12/2016 31/12/2015 31/12/2015
EQUITY AND LIABILITIES 1,671,189,179 100.0 % 1,607,281,060 100.0 %
Equity 297,038,327 17.8 % 286,401,678 17.8 %
Share capital 71,856,376 43% 71,856,376 45%
Capital reserves 43,681,441 2.6% 43,388,724 27 %
Profit reserves 145,893,612 87% 122,954,429 7.6 %
Treasury shares -24.938,709 -15% -10,319,347 -06%
Fair value reserve 17,458,948 1.0% 12,721,705 0.8%
Reserve due to fair value revaluation 351,655 -37.472
Retained earnings 36,778,941 2.2% 23,490,926 1.5%
Net profit/loss for the period 9,049,238 05% 24,849,678 1.5%
Translation reserve -3,854182 -0.2% -3,467155 -02%
Equity attributable to owners of the controlling company 296,277,319 177 % 285,437,863 17.8 %
Non-controlling interest in equity 761,008 0.0% 963,815 0.1%
Subordinated liabilities 23,570,771 1.4 % 23,534136 1.5%
Technical provisions 911,221,323 545% 887,068,500 55.2%
Technical provision for the benefit of life insurance policyholders who bear 226,994,200 13.6% 207,590,086 129%
the investment risk
Other provisions 8,080,877 05% 7,389,695 05%
Deferred tax liabilities 6,038,631 0.4% 4,598,731 0.3%
Investment contract liabilities 121,229,675 73% 111,304,383 69 %
Other financial liabilities 393,996 0.0% 206,047 0.0%
Liabilities from operating activities 48,790,646 29% 54,467,303 3.4%
Other liabilities 27,830,733 1.7 % 24,720,501 1.5%

9.21.  Technical provisions

Grosstechnical provisions are the largest item of liabilities. The balance as at 31 December
2016 was 2.7 % or € 24.1 million higher than at year-end 2015.

The gross provisions for the reinsurance segment rose by 19 % or € 2.8 million. The
provision for outstanding claims rose by 5.2 % (as described in the section “Net claims
incurred”), unearned premiums decreased by 12.2 % (due to the decline in the premium
volume and an increase in the share of non-proportional reinsurance business).

The gross technical provisions for the non-life insurance segment increased by 2.5 %
or € 11.6 million as at year-end 2016. The increase was due to both unearned premiums
and the provision for outstanding claims. The provisions increased for the Slovenian and
non-Slovenian non-life business, due to the growth in premium volume. The increase in
the claims provision for Slovenian non-life business was impacted by a major hail event
in August 2016.

The gross provision for traditional life policies at year-end 2016 was 3.5 % or € 9.8 million
larger than at the previous year-end, mainly as a result of the increase in the mathemat-
ical provision.
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Movements in consolidated gross technical provisions

Sava Re Group
©) 31/12/2016 31/12/2015 Index
Gross unearned premiums 157,678,496 156,039,680 1011
Gross mathematical provisions 269,762,815 262,052,426 1029
Gross provision for outstanding claims 475157985 459,012,655 103.5
Gross provision for bonuses, rebates and cancellations 1,831,420 1,132,456 1617
Other gross technical provisions 6,790,607 8,831,283 769
Total gross technical provisions 911,221,323 887,068,500 102.7

9.2.2. Equity

The second largest item on the liabilities side is equity (17.8 %), which increased by € 10.6
million from year-end 2015. The change in equity is due to the following factors:

the net profit amounted to € 32.9 million (increase in equity),

positive change in the fair value reserve of € 4.7 million (increase in equity);

own share repurchases of € 14.6 million (charged against equity);

the dividend payout of € 12.4 million (charged against equity).

9.2.3.  Technical provision for the benefit of life insurance
policyholders who bear the investment risk

The technical provision for the benefit of policyholders who bear the investment risk at
31 December 2016 grew by 9.3 % or € 19.4 million compared to year-end 2015. This pro-
vision moves in line with funds of policyholders who bear the investment risk (depending
on contributions, payouts and unit prices).

9.2.4. Investment contract liabilities

Investment contract liabilities of Moja nalozba totalled € 121.2 million at 31 December
2016, up 8.9 % or € 99 million from year-end 2015. They move in line with assets under
investment contracts.

9.3. Capital structure

As at 31 December 2016, the Sava Re Group held € 297.0 million of equity, € 23.6 mil-
lion of subordinated liabilities and € 0.4 million of other financial liabilities. Subordinated
liabilities and other financial liabilities accounted for 8.1 % of equity (31/12/2015: 8.3 %).
Subordinated liabilities relate to the subordinated debt of Sava Re taken out to expand
to the Western Balkans. Details relating to the subordinate debt are described in note
21 of section 18.8 “Notes to the financial statements - statement of financial position”.

SAVA RE GROUP ANNUAL REPORT 2016 N



9.4. Cash flow

In 2016 net cash from operating activities at the Group level amounted to € 42.2 million
mainly as a result of cash flows from core business (insurance, reinsurance), which largely
reflects the balance of premium income, claim payments and expenses. Sava Re had a
net cash of € 11.4 million, Zavarovalnica Sava of € 33.7 million. Strong net cash-flow from
operating activities provides sufficient funds for the development of key Group areas.
Net cash used in financing activities of € 27.8 million were a result of:

dividend payouts of € 12.4 million;

Sava Re own share repurchases of € 14.6 million;

interest expense relating to subordinated debt of € 0.8 million.

The movement in the net disbursement in financing activities is due to investing activi-
ties, however, the amount was also affected by the above factors.
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10. HUMAN RESOURCES MANAGEMENT

10.1. Strategic guidelines for human resources management

The Sava Re Group follows the below strategic guidelines for human resources
management:
attracting and retaining the best talent,
developing future leaders, functional expertise and competent and responsible
employees,
providing effective leadership and employee motivation,
organising work in a secure, diverse and sustainable-oriented work environment and
promoting a modern corporate culture.

10.2. Key activities in human resources management in 2016

In 2016, the Group’s human resources management focused on the implementation
and use of the new unified human resources information system, preparing the basic
human resources documents required in the merger of four Group subsidiaries into
Zavarovalnica Sava, and the development of internal trainers for the training of sales
staff. A human resources conference was organised on the Group level intended for
the presentation of modern practices in the field and the implementation of human
resources strategies into day-to-day operations. In the workshop, assessments were
conducted of the human resources processes as implemented in Group companies and
ways were discussed to improve them.
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10.3. Recruitment and staffing levels

Recruitment has been carefully planned and implemented in accordance with the ob-
jectives and requirements of each company. In line with the Group’s strategic focus and
goals, we encourage Group internal recruitment.

Number of employees as at year-end

31/12/2016 31/12/2015
Zavarovalnica Sava 1,404 1,428*
Sava neZivotno osiguranje (SRB) 352 398
Sava osiguruvanje (MKD) 212 196
Illyria 181 228
Sava osiguranje (MNE) 147 148
Sava Re 102 97
lllyria Life 94 125
Sava zivotno osiguranje (SRB) 77 82
Moja naloZzba 15 14
Sava Car 50 44
Sava Agent 48 52
Sava Station 9 8
ZM Svetovanje 16 12*
ZS Vivus 25 29*
Ornatus KC 10 n
Total 2,742 2,872

*

The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.

Full-time equivalent as at year-end

31/12/2016 31/12/2015
Zavarovalnica Sava 1,3229 1,349.3*
Sava neZivotno osiguranje (SRB) 325.6 3275
Sava osiguruvanje (MKD) 199.0 185.5
Illyria 175.0 2270
Sava osiguranje (MNE) 137.0 136.3
Sava Re 94.6 83.0
lllyria Life 35.0 354
Sava Zivotno osiguranje (SRB) 721 74.6
Moja nalozba 14.3 13.3
Sava Car 38.0 31.3
Sava Agent 18.0 20.5
Sava Station 6.0 5.0
ZM Svetovanje 15.5 11.8*
75 Vivus 25.0 29.0*
Ornatus KC 10.0 1.0
Total 2,488.0 2,540.3

*

The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.
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Major changes in the number of employees in individual Group companies primarily re-
flect agent fluctuations and recruitment in sales.

The below tables give details on employees (under employment contracts) by various
criteria.

Number of employees by employment type (part-time, full-time)

2016 2015
Employees by working hours Number  As % of total Number  As % of total
Part-time 31 1.3 AN 14.3
Full-time 2,431 88.7 2,461 85.7
Total 2,742 100.0 2,872 100.0

* The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.

Most employees work on a full-time employment contract. Part-time employment is

common with sales personnel.

Employee qualification profile

2016 2015
Level of formal education Number As 7% of total Number As % of total
Primary and lower secondary education 228 8.3 238 8.3
Secondary education 1,135 41.4 1,280 44.6
Higher education 285 10.4 287 10.0
University education 988 36.0 975 339
Master’s degree and doctorate 106 39 92 32
Total 2,742 100.0 2,872 100.0

* The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.

The staffing levels by level of education have not changed significantly over the year. The
largest group is staff with secondary school education. Group companies encourage

employees to join formal education programmes.

Employees by age group

2016 2015
Age groups Number  As % of total Number  As % of total
20-25 109 4.0 141 49
26-30 280 10.2 304 10.6
31-35 387 141 437 15.2
36-40 499 18.2 540 18.8
A1-45 499 18.2 522 18.2
46-50 431 15.7 402 14.0
51-55 284 10.4 278 9.7
56 and more 253 9.2 248 8.6
Total 2,742 100.0 2,872 100.0

* The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.
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The age structure shows that that the majority of employees are between 36 and 50
years old. The average age of employees has been increasing over years.

Employees by gender

2016 2015
Gender Number As % of total Number As % of total
Women 1,528 55.7 1,575 54.8
Men 1,214 443 1,297 452
Total 2,742 100.0 2,872 100.0

*

The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group
and because of split employment in the companies that have merged.

The Group’s employee structure by gender is balanced. Both men and women are rep-
resented at all levels of management and in all professional areas.

Number of employees by years of service

2016 2015
Years of service Number As 7% of total Number As % of total
0-5 years 908 331 1,108 38.6
5-10 years 581 21.2 618 21.5
10-15 years 326 19 418 14.6
15-20 years 474 17.3 253 8.8
20-30 years 201 73 344 12.0
Over 30 years 252 9.2 131 4.6
Total 2,742 100.0 2,872 100.0

*

The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group.

The largest years of service groups are the first two groups, reflecting recent recruit-
ment and the low staff turnover among these employees.

10.4. Employee training and development

Employee training and development is vital to sharpen the strategic focus and realise
the goals of the Group and its individual companies. We strive to provide all employees
with training opportunities in either internal or external professional events to develop
their business, leadership and other skills. In some companies, we also facilitate addition-
al formal education.

Companies foster the obtaining and retaining of licenses required by the sales personnel
and other professional staff.

In 2016, training in sales was organised for Group companies outside Slovenia. The first
set of training sessions was intended for heads of sales teams to improve their leadership
skills as well as the cooperation and communication within sales teams. The second set of
training sessions was intended for the identification and development of internal trainers
for internal sales training of sales staff. In each non-Slovenian Group company, two or
three internal trainers were developed.

We strongly foster intra-Group transfer of knowledge. And therefore maintain the good
practice of joint Group training events. In 2016, the Group organised professional train-
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ing in sales, internal auditing, information technology, finance, accounting, controlling,
risk management, actuarial affairs, human resources management and strategic pro-
curement. Training sessions were regularly accompanied with topics on soft skills.
Traditionally, the Group organises two strategic conferences to encourage the Group-
wide transfer of best practices in governance and management. This year’s focus was on
corporate communication, the future of the insurance industry, teamwork and creative
thinking.

10.5. Management and motivation

All Group companies conduct annual performance appraisal interviews with manage-
ment. Most companies implement or have started implementing annual performance
appraisal interviews for all employees in order to manage employees by objectives and
provide feedback about their work and performance.

Individual companies offer employees additional financial benefits (e.g. supplementary
pension or other insurance) and non-financial benefits (e.g. flexible working hours, rec-
reation, use of leisure facilities).

All companies consider safety and health issues, carrying out all activities required by
local legislation.

Additionally, social events for employees are organised during the year. In 2016, the
“First Time Together” event received much publicity. It was intended to bring together
in one place all the employees of the Group’s four insurers based in Slovenia and Croatia
to merge into Zavarovalnica Sava. In addition, Group employees are involved in voluntary
charitable activities on the Sava Re Day.

The management boards of the Group members closely cooperate with employee rep-
resentatives where employees are organised in any form.

Sava Re Group employees are regularly informed of developments through the Sava Re
portal.
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M. RISK MANAGEMENT

ni. Risk management system

The Sava Re Group management is aware that risk management is key to achieving op-
erational and strategic objectives and to ensuring long-term solvency of the Group. The
Sava Re Group is therefore continuously upgrading both its own risk management sys-
tem and the risk management system in all Group companies.

When the Solvency Il legislation came into force on 1January 2016, it introduced a num-
ber of new requirements in risk management, for which the Sava Re Group had been

systematically preparing.

Risk management policies

In order to systematise risk management in 2015, the Sava Re Group shaped and adopt-
ed, at Group level, policies that cover the entire framework of risk management, own
risk and solvency assessments, and risk management for each risk category. The pol-
icies provide guidance for all Group companies and serve as the basis on which they
shape, with consideration of local specifics, their own policies for individual areas of risk
management.
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Risk management organisation

At the Save Re Group, we are aware that an appropriate organisational structure and
a clear segregation of responsibilities are key to systematic risk management. This is
also what guided us in the reorganisation of the risk management system based on the
Solvency Il principles.

Efficient functioning of the risk management system in the Sava Re Group and Sava Re
is primarily the responsibility of the Sava Re management board. To ensure efficient risk
management, the Sava Re Group uses a three lines of defence model with clearly de-
fined division of responsibilities and tasks:
The first line of defence constitutes all organisational units with operational responsi-
bilities (e.g. underwriting, sales, claims management, asset management, accounting,
controlling).
The second line of defence consists of the risk management function, actuarial func-
tion, compliance function and the risk management committee.
The third line of defence consists of the internal audit function.

The first line of defence involves all company employees responsible for operational
performance of tasks working in a manner that reduces or eliminates risks. Additionally,
risk owners are responsible for individual risks listed in the risk register. Departmental
executive directors, line and service directors are obliged to ensure that the operational
performance of the processes for which they are responsible is conducted in a manner
that reduces or eliminates risks while taking into account the frameworks laid down in
the risk strategy. The frameworks are outlined below in this section.

Sava Re has in place four key functions responsible for tasks related to the Sava Re
Group and Sava Re. Each key function is headed by a key function holder. The key func-
tions include:

the actuarial function,

the risk management function,

the compliance function, and

the internal audit function.

At Sava Re, the key functions are organised as support services reporting directly to
the controlling company’s management board. Their roles and responsibilities are clearly
defined in the policy of each key function or in the risk management policy that defines
the risk management function.

The second line of defence includes activities of the key functions as well as the risk
management committee of Sava Re and the Group. The committee’s activities also in-
clude asset and liability management (ALM). The committee is actively involved in the
monitoring and developing of systematic risk management within the Sava Re Group
and Sava Re.

Sava Re transfers its good practices from the risk management model and the organisa-
tion of risk management also to its subsidiary companies.
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Components of the risk management system

Risk management is integrated into all stages of business management and is composed
of the following key elements:

risk strategy,

risk management processes within the first and second line of defence, and

own risk and solvency assessment (hereinafter ORSA).

The components of the risk management system are shown in the figure below.

Elements of the Group risk management function

Risk Strategy and Risk Appetite

IMMMR process ORSA process
1st line of defence 2nd line of defence 2nd line of defence
O Pricing O Risk management function O Analysis of risk profile
O Underwriting process O Riskmanagement committee O 0wn assessment of solvency needs
O Underwriting limits O Riskreports O Continuous compliance
O Investment policy and limits O Riskregister O Projections
O Managementinformation and reports O SST
3rd line of defence

Internal audit
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1.2. Risk strategy

In order to establish a solid risk management framework, the management board of Sava
Re approved the document “Sava Re Group Risk Strategy” in 2016, which defines the
Group’s risk strategy based on the risk bearing capacity. The document specifies:

risk appetite,

permissible levels of certain performance indicators and

risk tolerance limits.

The risk strategy thus defines the framework for the risk management system in the
Sava Re Group. The basic principle of the Group is to pursue its business strategy and
meet the key strategic objectives while maintaining an adequate capital level.
The Sava Re Group’s risk appetite is based on four key areas:

capital,

liquidity,

product profitability, and

reputation.

Each Group company choses to either assume the Sava Re Group’s risk strategy or de-
fine its own risk strategy within the framework of that of the Group. The companies
will also align the operating limits and thresholds for individual business areas and risk
categories with the current risk strategy. This way, the risk appetite framework and risk
tolerance limit will be integrated in all day-to-day risk taking.

1.3. Risk management processes and ORSA

In the Sava Re Group, risk management processes are conducted both at the level of
individual Group companies and at the Group level. Risk management processes are
inherently connected with and incorporated into the basic processes carried out in indi-
vidual Group companies and in the Group as a whole. All organisational units are involved
in risk management processes.
The Sava Re Group carries out the following risk management processes:

risk identification,

risk assessment (measuring),

risk monitoring,

determining appropriate risk control measures (risk management), and

risk reporting.

Risk management processes are incorporated into all three lines of defence. The roles of
individual lines of defence within the risk management policy are clearly segregated. Risk
management processes are also integrated in the decision-making system; all important
business decisions are also evaluated in terms of risk.

The process of risk identification is aimed at identifying all the risks to which individual
Group companies or the Group as a whole are exposed. The key risks to which an individ-
ual Group company or the Group as a whole is exposed are recorded in the risk register
and constitute its risk profile.

Regular risk assessment is conducted for all the risks to which an individual company is
exposed. Both qualitative and quantitative methods are used for risk evaluation. With a

SAVA RE GROUP ANNUAL RePORT 2016 121



view to a quantitative risk assessment, the Sava Re Group develops support risk assess-
ment models on an ongoing basis.

At both Group and company level, risk monitoring is carried out at several levels: at
the level of individual organisational units, in the risk management service, at the level
of the risk management committee, at the top management and management board
level. Both risks and risk management measures are subject to monitoring and control.
Monitoring of risks and measures serves as the basis for risk reporting.

Whenever the need arises to adopt a new risk control measure, the Company conducts
an analysis of the measure in terms of its economic and financial viability. Elimination or
mitigation of individual risks must be more cost effective than mitigation of the poten-
tial impact should the risk materialise, taking into full account the probability of such an
event and all of its implications.

Own risk and solvency assessment (ORSA)
ORSA is one of the requirements of the Solvency Il legislation. The ORSA process en-
sures alignment of the business strategy with risk appetite and capital requirements in
the context of the overall risk management framework. It establishes a link between the
business strategy, the risks taken in the short term as well as the medium to long-term
and the capital requirements arising from those risks.
In line with legislation ORSA incorporates the following three key elements:
the insurer’s assessment of solvency needs,
the assessment of compliance, on a continuous basis, with the capital requirements
and with the requirements regarding technical provisions, and
the assessment of the significance of the deviation of the insurance company’s risk
profile from the assumptions underlying the solvency capital requirement in accord-
ance with the standard formula.

The ORSA process is defined in detail in the ORSA policy.

The Sava Re Group carries out the ORSA process in order to understand the own risk
profile and the standard formula and to analyse the impact of the changes in the risk
profile in the business planning period on capital adequacy. The ORSA is part of the de-
cision-making process, which allows for key decisions in a Group company to be adopted
with consideration of its risks and for the business strategy to be determined with full
awareness of the risks and associated capital requirements.

1.4. Risk profile

The Sava Re Group and Group members are exposed to the following risks:

underwriting risks arising from (re)insurance contracts; these are associated with the
risks covered under (re)insurance contracts as well as with accompanying procedures.
Market risk related to volatile prices of financial instruments and market prices of
other assets.
Credit risk?® related to non-performance and change in the credit rating of securi-
ties issuers related to the investment portfolio of (re)insurers and of reinsurers, in-
termediaries and other business partners who have outstanding liabilities to the (re)
insurers.

28 The risk register used in the Sava Re Group used a classification of risk consistent with the clas-
sification within the standard formula: credit risk is covered partly by market risk and partly by
counterparty risk. Nevertheless, for the sake of clarity, all credit risk is presented in one place.

]22 BUSINESS REPORT



Operational risk associated with inadequate or failed internal processes, people and
computer systems, or from external events.

Liquidity risks related to loss resulting from insufficient liquid assets when liabilities
become due or increased costs of realisation of less liquid assets.

Strategic risk associated with achieving the Company’s strategic plans, and reputa-
tional risk, including any implications.

Individual risks are described in detail in the notes to the financial statements of the Sava
Re Group (section 18.7) and the notes to the financial statements of Sava Re (section
24.5).

12. SOLVENCY i

On1January 2016 the Solvency Il regime came into force. The Sava Re Group regularly
reports in accordance with the requirements of the following three areas of regulation:
Quantitative requirements: calculation of eligible own funds and the solvency capital
requirement in line with the standard Solvency Il formula;
Qualitative requirements: Qualitative requirements: enhanced governance, risk
management and introduction of ORSA,
Disclosure requirements: additional requirements for public and regulatory reporting.

In 2016, the emphasis was primarily on the integration of processes related to Solvency ||
into the Company’s regular processes and the setting up of IT support for the preparing
of required quantitative reports. We completed the first official capital adequacy re-
porting to the regulator in accordance with Solvency Il as at 1 January 2016. The calcula-
tions revealed a high level of capitalisation of the Group.

At the Group level, we prepared the first report on the own risk and solvency assessment
(ORSA) for Sava Re and the Sava Re Group. ORSA includes the development of own
models for quantifying risks with an emphasis on measuring underwriting and market
risks, which are the key risks to which the Group is exposed.
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13. OPERATION OF THE INTERNAL
AUDIT

The aim of the internal audit is to provide assurance and advice to the management
board in order to add value as well as improve the effectiveness and efficiency of op-
erations. Internal audit assists the Company in achieving its goals based on systematic,
methodical assessment and improvement of the effectiveness and efficiency of gov-
ernance, risk management and control procedures, and by giving recommendations for
their improvement.

Internal auditing in the Company is carried out by an independent organisational unit,
namely the Internal Audit Service (IAS), which reports to the management board
and is functionally and organisationally separate from other organisational units of
the Company. Its position in the Company ensures autonomy and independence of
operation.

In 2016, the IAS carried out audit reviews and other activities in accordance with its 2016
work plan, which included 13 audit engagements, of which 12 were completed. One audit
review was completed with an interim report and is scheduled to be continued in 2017.
Regular reviews have also been targeted to establishing the probability of fraud, and
exposure and vulnerability to IT risks. In areas subject to internal audit engagements,
control systems have been set up and are operating so as to prevent fraud.

The IAS reports regularly — on a quarterly basis - to the management board, the audit
committee and the supervisory board on the results of completed auditing engage-
ments, the effectiveness and efficiency of control systems, corporate governance, risk
management, identified breaches and irregularities and on monitoring the implementa-
tion of recommendations. In addition, the IAS prepared an annual report on its activities
in 2016, which is part of the materials for the general meeting of shareholders.

As part of developing the internal audit function, the IAS continued the transfer of inter-
nal auditing methodologies to internal audit services of other Sava Re Group members.
The transfer of the internal audit methodology across the Group was continued in 2016,
mainly through audits at Sava Re in which the auditors of subsidiaries participated.

The IAS also conducted a self-assessment in 2016. The results showed that the opera-
tions of the IAS complied with the definition of internal auditing, the Standards and the
IAS’s code of ethics.
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14. SUSTAINABLE DEVELOPMENT IN
THE SAVA RE GROUP

Sava Re nurtures common values that are reflected in our positive work environment,
sound business culture and lasting relationships. These can be seen in the directions we
set and follow, in our daily work, behaviour, communication, relationships and decisions.
Our basic mission is to ensure security of life and property in order to improve the qual-
ity of life and management of risks so as to avoid uncertain outcomes. We are creating
conditions that ensure a secure and carefree life as well as favourable business results,
which is an investment for the future.

The Group is preparing a strategy for sustainable development, which will more precisely
and uniformly regulate the area and will comply with the directive on the disclosure of
non-financial information. Under current guidelines, all Group companies are active in
terms of social responsibility. Such guidelines are set out in various documents at the
Group level (the corporate governance policy of the Sava Re Group, the compliance
policy, the Sava Re Group financial control manual, the Sava Re Group code of ethics)
and recommendations that the Group is seeking to comply with, such as the environ-
mental and social policy of the European Bank for Reconstruction and Development
(EBRD), the recommendations and expectation of the Slovenian Sovereign Holding, and
recommendations of the Ljubljana Stock Exchange for listed companies.

Sava Re uses as its reference code the Corporate Governance Code adopted by the
Ljubljana Stock Exchange, the Managers’ Association of Slovenia and the Association of
Supervisory Board Members on 8 December 2009.

New commitments in 2016 — Never Alone

The year 2016 was a landmark year for the parent company and the Group. It was dom-
inated by the project of merging the Group’s EU-based insurers into one company. In
the process, we made new commitments. All our actions and words leave traces. On
the environment, on people, on relationships. That is why in the merger process, we paid
particular attention to communication and relations with employees, shareholders, local
communities and other stakeholders. Our ambitions are high as we know we are building
the second-largest insurance company in the region. By caring for our employees, we
strengthen business and personal culture; through sponsorships in sports and the arts,
we can reached beyond the borders of our country; by supporting charitable organisa-
tions, we help those in need; by using innovative services, we provide security; by follow-
ing environmental-friendly practices and promoting environmental awareness, we invest
in the natural environment.

“Never Alone” is a powerful promise that we have committed to. It is a promise to all our
stakeholders that we will always be there for them - with socially responsible products,
with products tailored to our clients’ actual needs, with friendly gestures, with concern
for our employees, with humanitarian actions, with support for social activities, with an
environmental-friendly attitude, in short, a commitment to comprehensive care for
each individual.
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Responsibility to all stakeholders

We are committed to the cultivation of responsible and sincere relations with our stake-
holders. In this regard, we follow the recommendations and rules for public communi-
cation and we are looking for additional opportunities to facilitate access to information
and exchange of views, making use of information technology, which is unconstrained
by time and space.

The Group companies use an online platform for internal communication and for post-
ing news relating to companies.

Our redesigned website www.sava-re.si provides all relevant information to our stake-
holders, but primarily to investors. Published information is automatically forwarded to
email addresses of stakeholders who have signed up to receive news.

In accordance with EBRD guidelines for sustainable development in all business areas,
the Company reports to EBRD, annually, on the implementation of and compliance with
these guidelines, namely in human resources management, prevention of money laun-
dering and terrorist financing, prevention of corruption, environmental protection and
sustainable development in all business areas.

Responsibility to employees

Our responsibility to our employees is also reflected in our efforts to build a work en-
vironment that respects the dignity and integrity of each employee. One of the Sava
Re Group’s strategic guidelines in the field of human resources management is a safe,
diverse and sustainable work environment. Our leaders are expected to lead by their ex-
ample and encourage the creation of the right conditions. Furthermore, our HRM policy
provides that HRM objectives are aligned with sustainable development policies of the
Company and the Group, promoting equal opportunities and diversity of our workforce.
For this reason, a leadership model was set up in 2016 defining the key competencies ex-
pected of leaders in a modern organisational culture that promotes constructive collab-
oration, open communication, openness to change and continuous development. The
leadership model is the basis and steers development activities of leaders who are key to
creating and maintaining a secure, diverse and sustainable-oriented work environment.
In collaboration with the HRM service, leaders strive to meet goals for recruitment,
training and development, leadership and employee motivation. The main activities and
objectives are included in the annual report. Sustainable development is also monitored
through certain indicators, such as number of employees, staffing structure, turnover,
absenteeism, based on which appropriate action plans are made.

The structure of employees within companies is balanced. Both men and women of dif-
ferent age groups and seniority are employed at all levels of management and in all pro-
fessional areas. We encourage leadership and organisation that allows the integration of
all employees and ensures equal opportunities.

Employees have access to the latest news about the Company and to the latest con-
tents. We foster good relationships and engage in two-way communication by means of
regular all-staff meetings, idea collection, the intranet, internal media, email, manage-
ment meetings, personal meetings, internal training, informal staff meetings (including
also retired staff), team training, meetings with union and workers’ council representa-
tives, annual interviews and regular strategic conferences.

Through adjusted organisation of work and flexitime, we help young parents balance
their professional and private life.
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Employee satisfaction in organisational units is measured through regular staff meetings
and individual conversations. We find that employees are particularly satisfied with the
conditions of work and interpersonal relationships.

The Company has appointed two persons for the prevention of mobbing, who are to
provide assistance and support to employees who feel they have been subject to ag-
gression, bullying, harassment and other forms of psychosocial risks in the workplace
that are dangerous to health. In the past year, no such cases were reported.

Group companies do not receive related complaints of employees and the number of
labour relation disputes is negligible. In addition, we have developed a solid relationship
with labour representatives, and companies are prompt and efficient in meeting con-
tractual liabilities to employees, which contributes to employee satisfaction. The Group
also seeks to establish a specific value system and code of conduct, emphasising mutual
respect, effective communication and co-operation.

In 2016, Sava Montenergo was awarded the first prise for social responsibility by the
Association of Employers of Montenegro.

Responsibility to policyholders

Trust is the foundation of any quality long-term relationship. The Group takes its com-
mitments to its policyholders very seriously. In 2016 we devoted considerable attention
to our communications with clients, in which we gradually and openly announced the
planned changes, emphasizing the benefits they would bring. We wanted to maintain the
trust of policyholders of the four merging insurers and connect it with the new brand of
Zavarovalnica Sava.

Brochures were prepared for policyholders and a special website with information on
the benefits of the merger, why it was good for our policyholders and what this entailed
for the policies in force. Our message was clear that there were no changes for policy-
holders other than that they would trust second largest insurance company in the re-
gion. In early November, policyholders received a letter.

In a strong advertising campaign run in Slovenia and Croatia, we wanted to reach differ-
ent target groups with the message that Zavarovalnica Sava was a trustworthy business
partner, not only larger in workforce but also more knowledgeable and experienced.
Asurvey conducted subsequently showed an enormous increase in brand recognition.

Responsibility to business partners

We believe that the satisfaction of our clients is the mirror of our success. We believe in
building lasting partnerships by providing good services. In reinsurance client relation-
ships, we have due regard to internal underwriting regulations and internal rules for ac-
count managers. We maintain relationships with our existing business partners. Meetings
are arranged during international conferences and individual meetings. Each year we
organise our traditional Sava Summer Seminar, offering training in reinsurance-related
areas to make our partners familiar with our activities and the characteristics of our
business

As regards their relationships with the insured, Group members follow the rules and pro-
cedures on complaints, which are compliant with the directives issued by the European
Insurance and Occupational Pensions Authority (EIOPA).
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In the Group we also strengthen relationships with business partners through different
forms of social events. In 2016, a number of training and social events were organised
within the context of the merger, in which business partners were informed about the
merger process, but also served to develop friendship and business cooperation.

Responsibility to the financial community

A public limited company, Sava Re is responsible to ensure uniform informing of all its
shareholders and communicating in accordance with the recommendations and legisla-
tion. With regard to the financial community, we pay special attention to our sharehold-
ers and other potential investors. We communicate with this group of stakeholders by
organising regular meetings with analysts and investors, direct or through events organ-
ised by the Ljubljana Stock Exchange and other organisers, and by participating in local
and international road shows. We ensure prompt and uniform information also via our
official website at www.sava-re.si, the SEOnet portal of the Ljubljana Stock exchange,
via the media, press conferences and letters to shareholders sent to keep them updated
and to invite them to the general meeting. In all our announcements, we comply with the
standards applicable to the prime market of the Ljubljana Stock Exchange. More infor-
mation about investor relations is provided in section 3.3 “Investor relations”.

Supervising the implementation of provisions

The Company regularly and upon request reports to the Insurance Supervision Agency,
in accordance with the Slovenian Insurance Act (ZZavar) and implementing regulations.
We also report to the Securities Market Agency (ATVP) in accordance with the Financial
Instruments Market Act (ZTFI) and the internal rules on trading with POSR shares.

Investments

Sava Re views environmental policy as a set of principles and practices aimed at pro-
tecting the environment, the landscape, as well as the natural and cultural heritage. It
therefore pursues the environmental and social policy developed by the EBRD. We avoid
investing in securities with harmful effects of any kind on people and the environment.
Part of our funds are invested in debt securities issued by international organisations
such as the EBRD, the World Bank and the European Investment Bank, as we believe that
these organisations invest in environment-friendly projects, in accordance with their en-
vironmental and social policies.

Social responsibility

All Sava Re Group companies again celebrated the Sava Re Day in 2016, which is a day
that all employees dedicate to local community service so that the encouragement of
social responsibility is supported by concrete activities. In 2016 the efforts of employees
in intergenerational integration in homes for the elderly, occupational activity centres
and similar establishments throughout Slovenia brought some brightness into the lives
of the persons in care.
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Individual Group companies provide financial support to organisations and individuals in
accordance with the adopted policy on sponsorships and donations.

In December, Zavarovalnica Sava carried out two humanitarian projects. The purpose of
the "Sharing Christmas’ project was to bring the merriments of Christmas into selected
homes for the elderly and the youth homes. The response surpassed all expectations.
So the event will become a regular one. The purpose of the 'Christmas Dinner on Every
Table’ project was to promote the generosity of employees to donate food for the needy
in local communities of our business units. The project was not just about donation of
food, but wanted to raise awareness about poverty in our communities and the need
to care for each other, while building relations among socially sensitive staff members.
Certain members of our Group are among the co-founders of the Network for Social
Responsibility of Slovenia,and are members of the Institute for the Development of Social
Responsibility and of the Partnership for National Strategy and Social Responsibility.
Our members, established in various countries, have nation-wide networks, which makes
it easier to identify the needs and potentials of local communities. We firmly believe in
co-operation, and therefore support team sports, team efforts and projects that con-
nect organisations with their communities and that allow us to become part of social
developments.
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15.  BUSINESS PROCESSES AND IT
SUPPORT

Key information technology activities in 2016 consisted in:
continuous, uninterrupted provision of the Group’s data centre services to all of the
companies;
ensuring the operation of all IT systems upon the merger of Slovenian and Croatian
insurance companies into Zavarovalnica Sava;
development of programmes to support operations;
development of a joint platform for websites and online sales;
continued introduction of shared services: document management system, archival
system, SharePoint, intranet, email, risk register and similar.

Most of the IT services for the Group companies are provided by the Group’s virtual data
centre, which operates at locations in Maribor and Novo Mesto. For the majority of IT
services provided by the two centres, we already ensured back in 2015 mirroring of all
data and systems at another data centre that can assume provision of services in case
they are not available from the primary location. In the first quarter of 2016, all equip-
ment necessary for the mirroring of Zavarovalnica Maribor systems was installed in the
data centre in Novo Mesto, which now ensures full continuity of operations in the case
of a failure in either of the two data centres.

Although there are two data centres, the backup systems of the “Novo Mesto” data cen-
tre in Maribor were physically separated from the rest of the system in Maribor, while the
backup systems of the “Maribor” data centre in Novo Mesto were physically separated
from the rest of the system in Novo Mesto. In 2016 we initiated consolidation processes
in order to simplify and unify the network infrastructure, with the aim of enabling opti-
mal use of IT resources and rationalising administration.

In 2016, activities designed to support the Group companies were somewhat subordi-
nated to those activities related to the merger of Slovenian and Croatian insurance com-
panies into Zavarovalnica Sava. Up until the actual merger we had to unify services such
as e-mail and telephony and set up all insurance sales and processing systems. Those
activities were largely carried out within Zavarovalnica Sava, so they are not described
in detail here.

A new online platform for websites and online insurance sales was set up for all of the
companies in 2016. However, the implementation of such was carried out gradually. In
mid-2016 the company Sava Osiguruvanje started to use new websites and online sales
schemes for tourist insurance. In autumn Zavarovalnica Sava and its Croatian subsidiary
used the same platform to set up their website. Work began on the preparation of web-
sites for all other companies in the Group. The goal is to use a uniform platform for all
of the companies after the redesign of corporate identity design by end-March 2017.
The gradual introduction of portals at a single SharePoint continued for the Group com-
panies. In addition to Zavarovalnica Sava, Sava Osiguruvanje and Sava Montenegro also
began using the portal more actively in 2016, while the company lllyria began introduc-
ing the solution.

Despite different plans for companies outside Slovenia, we still have not started using
the mDocs solution for the settling of invoices, which is connected to Navision software.
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This was due to two reasons: the transition to the new version of mDocs, and the consol-
idation of all mDocs operations at one instance with the introduction of multi-company
support. Due to technical issues the new version of mDocs has only been introduced in
Slovenia. When Zavarovalnica Sava began operations, transition to the single instance
of mDocs for the companies in Slovenia and Croatia was carried out. In 2017 the same
solution will be introduced in other Group companies.

We continued with the development of applications supporting insurance and reinsur-
ance operations within the Group. The most demanding task was to unify and connect
the systems for the merger of insurance companies into Zavarovalnica Sava. Procedures
ensured that all insurance contracts would be concluded through a single online SPS
application after the merger. Procedures also ensured that data on insurance policies,
claims and obligations would be transferred into a single reporting tool in order to ena-
ble uniform monitoring of operations.

In companies outside Slovenia, emphasis was put on unifying the software application
designed to conclude insurance contracts and related commercial principles and oper-
ations. For all the companies that use the ASP.ins application we transitioned to a sin-
gle version that uses a unified system of commercial transaction management, and the
integration of such in the Navision software scheme. We also changed the method of
version managementin order to ensure faster and more uniform development in the fu-
ture. In the framework of ASP.ins we started to introduce paperless administration, the
firstin the field of claims management. At the end of 2016 the new module started to be
used in Sava Osiguruvanje, and it will be gradually introduced in other companies as well.
At the strategic level we performed an analysis of application architecture together with
an external partner and examined the possibilities to transform the existing infrastruc-
ture into a new model that will be better adapted to requirements related to the fast
introduction of changes. Said analysis will serve as the basis for the preparation of the
Group’s new IT development strategy.
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This is a translation of the original report in Slovene language

INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Pozavarovalnica Sava d.d.

Opinion

We have audited the consolidated financial statements of the Sava Re Group (‘the Group®), which comprise the
consclidated statement of financial position as at 31 December 2016, the consolidated income stalement, the
consolidated statement of olher comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Sava Re Group as at 31 December 2016 and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the European Union.

Basis for opinion

We conducted cur audit in accordance with Intemational Standards on Auditing (ISA). Qur responsibilities under
those rules are further described in the Auditor's responsibilifies for the audit of the consolidated financial statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board
for Accountants' Code of Ethics for Professional Accountants (IESBA Code) together with the ethical requirements
that are relevant to our audit of the consolidated financial statements in Slovenia, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our apinion.

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 mattars.

We have fulfiled 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 pracedures designed lo 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.

Estimation:
reinsurance
Technical provisions of the Group inciude also
provisions related to reinsurance business. Part of
Ihose provisions are relaled to estimates based on
inpul data received from cedants, underwriters'
assumptions and internal historical data developed
internally by the Group. The Group estimates claims
provision for business outside the Sava Re Group,
taking into account expected premiums and expecled
combined ratios

Those estimates also influence other significant areas
within the consohdated financial statements, such as
gross premium income, commission and premium
receivables. Premium estimales are made based on
expected premiums from reinsurance conlracls

We involved actuarial specialists o assist us in
pedorming our audit procedures, Qur audit focused on
the models considered material or complex andfor
requiing  significant  judgement in  setting of
assumplions.

We assessed the design and verified the operaling
effectiveness of internal controls over the estimation
process including the initial input of the data in the
model based on reinsurance contracts as well as the
later update of assumptions based on current
infermation from cedants.

We have reviewed the methodology and assumptions
used by the Group to establish its IBNR provision and
performed recalculation of Group IBNR provisions.
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which, according to due dates, are already in force,
although the Group has yet to receive reinsurance
accounts.

The Group prepares back testing analyses to assess
correctness of previous period assumptions and
builds projections on experience,

Additionally, incurred but not repored (IBNR™)
provisions are calculated independently by the Group
to confirm reasonability of ceded amounts, using
development triangles of cumulative claim payments
by underwriting year.

There is a risk that the estimates and judgements
made by the underwriters and the actuary may result
in a material misstatement in the consolidated
financial statements, We determined this to be a
significant item for our audit and a key audit matter.

The measurement of insurance contract liabilities

involves judgement over uncertain future outcomes,
mainly the ultimate total setliement value of long-term
liabilities, including any guarantees provided to
policyholders. Various economic and non-economic
assumplions are being used lo estimate these long-
term liabilities, both in the insurance cenlract liabilities
as reported in the statement of financial position and
in the provisions adequacy test. We determined this
to be a significant item for our audit and a key audit
matier.

We have reviewed the methodology used by the Group
to calculate claim provisions established by estimation
using actuarial methods.

We performed delailed analytical procedures on
estimates relating to premiums, commissions and
technical provisions and assessed the experience
(back testing) analyses performed by the Group in their
assumption setting processes. We tested, on a sample
basis, whether the input data in the model for
recalculation of estimates is accurate and complete.
We assessed the adequacy of the disclosures included
in notes 18.4.24 and 18.8.22 of the consolidated
financial statements.

We involved internal actuarial specialists to assist us in
performing our audit procedures, Cur audit focused on
the models considered material and more complex
andlor requiring significant judgement in setting of
assumptions, particularly long-tail business in non-life
operations and Liability Adequacy Test ("LAT") cash
flows in life preducts. We assessed the design and
verified the operating effectiveness of internal controls
over the actuarial process including claim provisions
calculation, process of setting economic and actuarial
assumptions as well as cash flow derivation appreach.
We assessed the Group's approach and methodology
for the actuarial analyses including estimated versus
actual results and experience studies. Qur
assessments included evaluation, as necessary. of
specified economic and actuarial  assumptions
considering management's rationale for the actuarial
judgments applied, along with comparison to
applicable industry experiences considering the
appropriateness of actuarial judgements used in the
madels, which may vary depending on the product
andior the specifications of the product, and also the
compliance of the models with the applicable
accounting standards. We also performed audit
procedures to determing the models and systems were
caleulating the insurance contracts liabilities accurately
and completely, including sample recalculations of the
results produced by the models. We lested the validity
of management's liability adequacy testing, which is a
test performed to evaluate whether the liabilities are
adequate as compared to the expected future
contractual obligations, Our work on the liability
adequacy tests included assessment of the projected
cash flows and assessment of the assumplions
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adopled in the context of both the Group and industry
experience and specific product features.

We assessed the adequacy of the disclosures included
in noles 18.4.24 and 18822 of the consolidated
financial statements,

Other information

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

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consclidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consclidated
financial statements or our knowledge oblained in the audit or otherwise appears lo 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 ather 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:
s The other information describing the facts that are also presented in the consolidated financial statements
is, in all material respects, consistent with the consclidated 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 oblained in the
audit, on whether the other information contains any material misstalement, Based on the procedures we have
performed on the other information obtained, we have not identified any material misstalement.

Responsibilities of management, supervisory board and audit committee for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union, and for such
internal control as management defermines is necessary to enable the preparation of consolidated financial
staternents that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management 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 management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

The audit committee and supervisory board are responsible for overseeing the Group's financial reporting process.

Auditor's responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance aboul whether the consolidated financial statements as a whole
are free from material misstaternent, whether due to fraud or error, and 1o 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 1SA will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered matenal if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users laken on the basis of these consolidated financial statements.

As part of an audit in accordance with audil rules, 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 fo those risks, and obtain audit evidence that is
sufficient and appropriate 1o provide a basis for our opinion. The risk of not detecting a material misstatement
resulting fram fraud is higher than for one resulling from error, as fraud may involve collusion, forgery, intentional
OMmIssions, misrepresentations, or the override of internal control;
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*» pbtain an understanding of internal control relevant 1o 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;

» gyaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management;

» conclude on the appropriateness of management's 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 fo 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. Qur 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 conlinue as a going concemn;

» evaluate the overall presentation, structure and content of the consolidated financial stalements, including the
disclosures, and whether the consolidated financial stalements 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 perfarmance of the group audit. We remain salely responsible for our audit opinion.

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

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

From the matters communicaled with the audit committee and supervisory board. we determine those matters that
were of most significance in the audit of the consalidated financial statements of the current period and are therefare
the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure aboul 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.

A )

| 1
Ljubljana, 31 March 2017 {
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Jangz Uranié ERMNET 2 Vi N Primoz Kovadic

rector ok S Certified auditor
Emst® Young d.o.o. 1 < 1
Dunajska 111, Ljubljana <vato
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1.  CONSOLIDATED FINANCIAL STATEMENTS

171. Consolidated statement of financial position

©€) Notes 31/12/2016 31/12/2015
ASSETS 1,671,189,179 1,607,281,060
Intangible assets 1 25,508,583 30,465,315
Property and equipment 2 51,887,127 47,217,311
Deferred tax assets 3 2,326,063 2,371,857
Investment property 4 7,933,786 8,040,244
Financial investments: 5 1,030,235,239 1,015,056,805
- loans and deposits 31,605,347 57,721961
- held to maturity 130,812,195 165,444,270
- available for sale 858,641,003 773,486,797
- at fair value through profit or loss 9,176,694 18,403,777
Funds for the benefit of policyholders who bear the investment risk 6 224,175,076 214,189,117
Reinsurers’ share of technical provisions 7 28,444,628 23,877,277
Investment contract assets 8 121,366,122 111,418,244
Receivables 9 127,408,527 130,663,929
Receivables arising out of primary insurance business 51,340,821 51,510,767
Receivables arising out of reinsurance and co-insurance business 68,005,582 68,757,586
Current tax assets 124,720 1,734,294
Other receivables 7937404 8,661,282
Deferred acquisition costs 10 16,510,536 17,992,485
Other assets 1 1,366,844 1,173,159
Cash and cash equivalents 12 33,939,160 4,710,904
Non-current assets held for sale 13 87,488 104,413
EQUITY AND LIABILITIES 1,671,189,179 1,607,281,060
Equity 297,038,327 286,401,678
Share capital 14 71,856,376 71,856,376
Capital reserves 15 43,681,441 43,388,724
Profit reserves 16 145,893,612 122.954,429
Treasury shares 17 -24938,709 -10,319,347
Fair value reserve 18 17,458,948 12,721,705
Reserve due to fair value revaluation 351,655 -37,472
Retained earnings 36,778,941 23,490,926
Net profit/loss for the period 19 9,049,238 24,849,678
Translation reserve -3,854,182 -3,467155

Equity attributable to owners of the controlling company 296,277,319 285,437,863

Non-controlling interest in equity 20 761,008 963,815
Subordinated liabilities 21 23,570,771 23,534,136
Technical provisions 22 911,221,323 887,068,500
Unearned premiums 157,678,496 156,039,680
Mathematical provisions 269,762,815 262,052,426
Provision for outstanding claims 475157985 459,012,655
Other technical provisions 8,622,027 9963,739
Technical provision for the benefit of life insurance policyholders who bear the investment risk 22 226,994,200 207,590,086
Other provisions 23 8,080,877 7,389,695
Deferred tax liabilities 3 6,038,631 4,598,731
Investment contract liabilities 8 121,229,675 111,304,383
Other financial liabilities 24 393,996 206,047
Liabilities from operating activities 25 48,790,646 54,467,303
Liabilities from primary insurance business 11,910,253 10,968,865
Liabilities from reinsurance and co-insurance business 36,292,698 39,739,412
Current income tax liabilities 587,695 3,759,026
Other liabilities 26 27,830,733 24,720,501

The notes to the financial statements in sections 18.4-18.12 form an integral part of these financial statements.
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11.2. Consolidated income statement

©) Notes 2016 2015
Net earned premiums 28 458,101,526 447,559,605
Gross premiums written 490,205,154 486,264,557
Written premiums ceded to reinsurers and co-insurers -31,242,514 -30,314,747
Change in gross unearned premiums -1,829,377 -7972,818
Change in unearned premiums, reinsurers’ and co-insurers’ shares 968,263 -417,387
Income from investments in associates 29 0 942,560
Profit from investments in equity-accounted associate companies 0 165,067
Other income 0 777493
Investment income 30 33,136,242 39,577,855
Interest income 21,233,656 22637172
Other investment income 11902,586 16,940,683
Net unrealised gains on investments of life insurance policyholders who bear the investment risk 30 17,958,678 26,631,788
Other technical income 31 18,237,409 19,318,601
Commission income 3,732,607 3,656,904
Other technical income 14,504,802 15,661,697
Other income 35 6,489,633 4,647,977
Net claims incurred 32 -268,393,776  -273,129,823
Gross claims payments, net of income from recourse receivables -269,445,796 -271503134
Reinsurers’ and co-insurers’ shares 14,819,654 17,718,201
Change in the gross claims provision -15,832,894 -5,373,020
Change in the provision for outstanding claims, reinsurers’ and co-insurers’ shares 2,065,260 -13,971,870
Change in other technical provisions 33 -5,254,856 -1,282,026
Change in technical provisions for policyholders who bear the investment risk 33 17,442,161 -11,036,450
Expenses for bonuses and rebates -1,263,545 -580,091
Operating expenses 34 -159,563,486  -148,918,373
Acquisition costs -51,882,550 -49,853,683
Change in deferred acquisition costs 1,474,454 1,451,391
Other operating expenses -106,206,482 -100,516,081
Expenses for investments in associates and impairment losses on goodwill 29 -1,693,699 -2,936,678
Impairment loss on goodwill -1,693,699 -2936,678
Expenses for financial assets and liabilities 30 -8,556,415 -13,005,902
Impairment losses on financial assets not at fair value through profit or loss -594,025 -726,066
Interest expense -842,126 -1,161,059
Other investment expenses -7120,264 118,777
Net unrealised losses on investments of life insurance policyholders who bear the investment risk 30 -11,256,348 -25,930,786
Other technical expenses 35 -17,310,937 -20,113,718
Other expenses 35 -2,518,278 -1,646,568
Profit/loss before tax 40,669,987 40,097,971
Income tax expense 36 -7,751,774 -6,732,520
Net profit/loss for the period 32,918,213 33,365,451
Net profit/loss attributable to owners of the controlling company 32,824,911 33,377,857
Net profit/loss attributable to non-controlling interests 93,302 -12,406
Earnings per share (basic and diluted) 19 2.08 2.02

The notes to the financial statements in sections 18.4-18.12 form an integral part of these financial statements.
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11.3. Consolidated statement of comprehensive income

2016 2015
Attributable Attributable
to owners of Attributable to to owners of Attributable to
the controlling non-control- the controlling non-control-

€) company ling interest Total company ling interest Total
PROFIT/LOSS FOR THE PERIOD, NET 32,824,911 93,302 32,918,213 33,377,857 -12,406 33,365,451
OF TAX
OTHER COMPREHENSIVE INCOME, 4,739,343 2,689 4,742,032 -5,742,230 -5,167 -5,747,397
NET OF TAX
a) Items that will not be reclassified 389,127 726 389,853 108,540 0 108,540
subsequently to profit or loss
Other items that will not be reclassified 392921 726 393,647 105,795 0 105,795
subsequently to profit or loss
Tax on items that will not be reclassified -3,794 0 -3,794 2,745 0 2,745
subsequently to profit or loss
b) Items that may be reclassified 4,350,216 1,963 4,352,179 -5,850,770 -5,167 -5,855,937
subsequently to profit or loss
Net gains/losses on remeasuring 6,216,376 3,994 6,220,370 -7,013,374 -4,835 -7,018,209
available-for-sale financial assets
Net change recognised in the fair value 5,245968 1,017 5,246,985 -9,411,317 -4.835 -9,416,152
reserve
Net change transferred from fair value 970,408 2977 973,385 2,397943 0 2,397943
reserve to profit or loss
Net gains/losses attributable to the 0 0 0 -33,187 0 -33,187
Group recognised in fair value reserve
and retained profit/loss relating to
investments in equity-accounted
associate companies
Tax on items that may be reclassified 1,479,133 0 -1,479,133 1,173,513 -2,881 1,170,632
subsequently to profit or loss
Net gains/losses from translation of -387,027 -2,031 -389,058 22,278 2,549 24,827
financial statements of non-domestic
companies
COMPREHENSIVE INCOME FOR THE 37,564,254 95,991 37,660,245 27,635,627 -17,573 27,618,054
PERIOD, NET OF TAX
Attributable to owners of the controlling 37,564,254 0 37,564,254 27,635,627 0 27,635,627
company
Attributable to non-controlling interest 0 95,991 95,991 0 -17,573 -17,573

The notes to the financial statements in sections 18.4-18.12 form an integral part of these financial statements.
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11.4.

Consolidated statement of cash flows

€) Notes 2016 2015
A.  Cash flows from operating activities
a) Items of the income statement 37 49,825,078 54,416,596
1 Net premiums written in the period 28 458962,640 455,949,810
2. Investment income (other than financial income) 30 210,989 170,904
3. Other operating income (excl. revaluation income and releases from 24,727,042 23,909,835
provisions) and financial income from operating receivables
4. Net claims payments in the period 32 -254,626142 -253,784934
5. Expenses for bonuses and rebates -1,263,545 -580,091
6. Netoperating expenses excl. depreciation/amortisation and change in 34 -150,471,848 142,784,022
deferred acquisition costs
7. Investment expenses (excluding amortisation and financial expenses) -133,069 -28,843
8. Other operating expenses excl. depreciation/amortisation (other than for 35 -19,829,215 21,703,543
revaluation and excl. additions to provisions)
9. Taxon profit and other taxes not included in operating expenses 36 7,751,774 -6,732,520
b)  Changes in net operating assets (receivables for premium, other receivables, -7,642,805 -9,205,052
other assets and deferred tax assets/liabilities) of operating items of the
income statement
1. Change in receivables from primary insurance 9 169,946 2,722,257
2. Change in receivables from reinsurance 9 752,004 -6,873,365
3. Changein other receivables from (re)insurance business 9 669,194 1,146,740
4. Change in other receivables and other assets 9 -4,301,734 -694.694
5. Change in deferred tax assets 3 45794 -1169,476
6. Change ininventories 4,428 -9,635
7. Change in liabilities arising out of primary insurance 25 941,388 10,968
8. Change in liabilities arising out of reinsurance business 25 -3,446.714 6,873,365
9. Change in other operating liabilities 26 -4,410,572 -7.861,875
10.  Change in other liabilities (except unearned premiums) 26 493,561 -2,198,888
1. Change in deferred tax liabilities 3 1,439,900 -1150,449
c)  Net cash from/used in operating activities (a + b) 42,182,273 45,211,544
B.  Cash flows from investing activities
a)  Cash receipts from investing activities 1,577,964,374  1,125,832,461
1 Interest received from investing activities 21,233,656 22637172
2 Cash receipts from dividends and participation in the profit of others 1,284,400 1,228,274
3. Proceeds from sale of intangible assets 5,664 1,745
4 Proceeds from sale of property and equipment 462,273 1,705,395
5 Proceeds from sale of financial investments 1,551,278,381 1,100,259,875
b)  Cash disbursements in investing activities -1,563,064,826  -1,154,141,693
1 Purchase of intangible assets -1,022,400 -802,637
2. Purchase of property and equipment -6,895,120 -2,522,994
3. Purchase of long-term financial investments -1,555/147306  -1,150,816,062
c)  Net cash from/used in investing activities (a + b) 14,899,548 -28,309,232
C.  Cash flows from financing activities
b)  Cash disbursements in financing activities -27,853,565 -17,838,511
1 Interest paid -842126 -1161,059
3. Repayment of long-term financial liabilities 0 -5,375,567
4. Repayment of short-term financial liabilities 6,080 -2,031,583
5. Dividends and other profit participations paid -12,398,157 -9,065,978
6. Own share repurchases -14,619,362 -204,324
c)  Net cash from/used in financing activities (a + b) -27,853,565 -17,838,511
C2. Closing balance of cash and cash equivalents 33,939,160 4,710,904
x)  Netincrease/decrease in cash and cash equivalents for the period (Ac + Bc + 29,228,256 -936,199
Co)
y)  Opening balance of cash and cash equivalents 4,710,904 5,643,200
Opening balance of cash and cash equivalents - acquisition 0 3,902

The notes to the financial statements in sections 18.4-18.12 form an integral part of these financial statements.
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11.5. Consolidated statement of changes in equity for the year ended 31 December 2016

I1l. Profit reserves

Legal
reserves
and reserves
provided
forinthe Reserve for Catastrophe
I. Share 1. Capital articles of treasury  Creditrisk equalisation
€) capital reserves  association shares reserve reserve Other
1. 2. 3. 4. 5. 6. 7.
Closing balance in previous financial year 71,856,376 43,388,724 11,242,766 10,319,347 976,191 11,225,068 89,191,057
Opening balance in the financial period 71,856,376 43,388,724 11,242,766 10,319,347 976,191 11,225,068 89,191,057
Comprehensive income for 0 0 0 0 0 0 0
the period, net of tax
a) Net profit/loss for the period 0 0 0 0 0 0 0
b) Other comprehensive income 0 0 0 0 0 0 0
Net purchase/sale of treasury shares 0 0 0 14,619,362 0 0 0
Dividend payouts 0 0 0 0 0 0 0
Allocation of net profit to profit reserve 0 0 168,784 0 0 0 9127228
Additions/uses of credit risk 0 0 0 0 -976,191 0 0
equalisation reserve and catastrophe
equalisation reserve
Merger of insurers (effect of 0 292,717 0 0 0 0 0
exchange ratio and purchase of
non-controlling interests)
Transfer of profit 0 0 0 0 0 0 0
Closing balance in the financial period 71,856,376 43,681,441 11,411,550 24,938,709 0 11,225,068 98,318,285

17.6. Consolidated statement of changes in equity for the year ended 31 December 2015

11l. Profit reserves

Legal
reserves
and reserves
provided
forinthe Reserve for Catastrophe
I. Share 1. Capital articles of treasury  Creditrrisk equalisation
€) capital reserves  association shares reserve reserve Other
1. 2. 3. 4. 5. 6. 7.
Closing balance in previous financial year 71,856,376 44,638,799 11,140,269 10,115,023 876,938 11,744,474 81,269,632
Prior-period adjustments 0 0 0 0 0 -822,582 0
Opening balance in the financial period 71,856,376 44,638,799 11,140,269 10,115,023 876,938 10,921,892 81,269,632
Comprehensive income for 0 0 0 0 0 0 0
the period, net of tax
a) Net profit/loss for the period 0 0 0 0 0 0 0
b) Other comprehensive income 0 0 0 0 0 0 0
Net purchase/sale of treasury shares 0 0 0 204,324 0 0 0
Dividend payouts 0 0 0 0 0 0 0
Allocation of net profit to profit reserve 0 0 102,497 0 0 0 7921425
Additions/uses of credit risk 0 0 0 0 99,253 303,176 0
equalisation reserve and catastrophe
equalisation reserve
Acquisition of non-controlling interest 0 1,250,075 0 0 0 0 0
Transfer of profit 0 0 0 0 0 0 0
Closing balance in the financial period 71,856,376 43,388,724 11,242,766 10,319,347 976,191 11,225,068 89,191,057

The notes to the financial statements in sections 18.4-18.12 form an integral part of these financial statements.
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X. Equity

V. Reserve attributable XI. Non-
due to VII. Net toownersof  -controlling
IV. Fair value fair value  VI. Retained profit/loss for VIIl. Treasury IX. Translation  the control- interest in Total
reserve revaluation earnings the period shares reserve ling company equity (14 +15)
8. 9. 10. n. 12. 13. 14. 15. 16.
12,721,705 -37,472 23,490,926 24,849,678 -10,319,347 -3,467,155 285,437,863 963,815 286,401,678
12,721,705 -37,472 23,490,926 24,849,678 -10,319,347 -3,467,155 285,437,863 963,815 286,401,678
4,737,243 389,127 0 32,824,911 0 -387,027 37,564,254 95,991 37,660,245
0 0 0 32,824.9M 0 0 32,824.9M 93,302 32,918,213
4,737,243 389,127 0 0 0 -387,027 4,739,343 2,689 4,742,032
0 0 0 -14,619,362 -14,619,362 0 -14,619,362 0 -14,619,362
0 0 -12,398,157 0 0 0 -12,398,157 0 -12,398,157
0 0 -139,699 -9,156,313 0 0 0 0 0
0 0 976,191 0 0 0 0 0 0
0 0 0 0 0 0 292,717 -298,797 -6,080
0 0 24,849,678  -24,849,678 0 0 0 0 0
17,458,948 351,655 36,778,941 9,049,238  -24,938,709 -3,854,182 296,277,319 761,008 297,038,327
X. Equity
V. Reserve attributable XI. Non-
due to VII. Net toownersof  -controlling
IV. Fair value fair value  VI. Retained profit/loss for VIIl. Treasury IX. Translation  the control- interest in Total
reserve revaluation earnings the period shares reserve ling company equity (14 +15)
8. 9. 10. 1. 12. 13. 14. 15. 16.
18,594,753 -146,012 15,652,780 17,474,558 -10,115,023 -3,489,433 269,613,133 1,915,490 271,528,623
0 0 -467,936 0 0 0 -1,290,518 0 -1,290,518
18,594,753 -146,012 15,184,844 17,474,558 -10,115,023 -3,489,433 268,322,615 1,915,490 270,238,105
-5,873,048 108,540 0 33,377,857 0 22,278 27,635,027 -17,573 27,618,054
0 0 0 33,377,857 0 0 33,377,857 -12,406 33,365,451
-5,873,048 108,540 0 0 0 22,278 -5,742,230 -5,167 -5,747,397
0 0 0 -204,324 -204,324 0 -204,324 0 -204,324
0 0 -9,065978 0 0 0 -9,065978 0 -9,065,978
0 0 -102,497 -7921,425 0 0 0 0 0
0 0 0 -402,429 0 0 0 0 0
0 0 0 0 0 0 -1,250,075 -934,102 -2,184177
0 0 17,474,558 17,474,558 0 0 0 0 0
12,721,705 -37,472 23,490,926 24,849,678 -10,319,347 -3,467,155 285,437,863 963,815 286,401,678
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18. NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS

18.1. General information

Reporting company

Sava, d.d. (hereinafter also “Sava Re” or “the Company”) is
the controlling company of the Sava Re Group (hereinafter
also “the Group”). It was established under the Foundations
of the Life and Non-Life Insurance System Act, and was en-
tered in the company register kept by the Ljubljana Basic
Court, Ljubljana Unit (now Ljubljana District Court), on
10 December 1990. Its legal predecessor, Pozavarovalna
skupnost Sava, was established in 1977.

The controlling company, Sava Re, d.d., has its registered of-
fice at Dunajska cesta 56, Ljubljana, Slovenia.

The Group transacts reinsurance business (19 % of gross
premiums written), life insurance business (18 % of gross
premiums written) and non-life insurance business (63 % of
gross premiums written).

In 2016 the Group employed on average 2,465 people (2015:
2,491 employees). As at 31 December 2016, the Group em-
ployed 2,488 people (31/12/2015: 2,540%° employees) on a
full-time equivalent basis. Statistics on employees in regu-
lar employment by various criteria are given in section 10.3.
“Recruitment and staffing levels”.

Number of employees by degree of formal education

31/12/2016 31/12/2015
Primary and lower secondary 208 225
education
Secondary education 1,003 1,087
Higher education 272 270
University education 912 877
Master’s degree and doctorate 93 81
Total 2,488 2,540

* The figure for 2015 differs from the one published in the 2015
annual report as it includes non-insurance companies of the Sava
Re Group.

The controlling company has the following bodies: the gen-
eral meeting of shareholders, the supervisory board and the
management board.

The largest shareholder of the controlling company is
Slovenian Sovereign Holding (previously the Slovenian
Restitution Fund, SOD), which holds 25 % plus one share.
The second largest shareholder is Zagrebacka banka (fidu-
ciary account) with a 14.34 % stake. The table “Ten largest
shareholders of Sava Re as at 31 December 2016 is followed
by a note regarding the share of voting rights (section 5.6).
It is the responsibility of the controlling company’s manage-
ment board to prepare the consolidated annual report and
authorise it for issue to the supervisory board. The audited
consolidated annual report is then approved by the supervi-
sory board of the controlling company. If the annual report
is not approved by the supervisory board, or if the man-
agement board and supervisory board leave the decision
about its approval to the general meeting of shareholders,
the general meeting decides on the approval of the annual
report.

The owners have the right to amend the financial state-
ments after they have been authorised for issue to the su-
pervisory board by the Company’s management board.

Business combinations and overview
of Group companies

18.2.

InNovember 2016, a merger was finalised, combining four of
the Group’s insurers (Zavarovalnica Maribor, Zavarovalnica
Tilia, Velebit osiguranje and Velebit Zivotno osiguranje) into
Zavarovalnica Sava. In 2016, the controlling company recap-
italised the life insurer Sava Zivotno osiguranje (SRB) with
€ 0.25 million.

Below are presented individual items of the statement of
financial position and the income statement based on the
separate financial statements of subsidiaries and associates,
as prepared in line with IFRSs, together with the controlling
company’s share of voting rights.

29 The figure for 2015 differs from the one published in the 2015 annual report as it includes non-insurance companies of the Sava Re Group.
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Subsidiaries as at 31 December 2016

©)

Share of
Registered Equity as at Profit/loss voting rights
Activity office Assets Liabilities 31/12/2016 for 2016 Total income (%)
Zavarovalnica Sava insurance Slovenia 1,139,425984 981596,820 157,829,165  24,685939 314,884,660 99.74 %
Sava nezivotno insurance Serbia 25,387,084 20,316,459 5,070,625 116,929 15,379,795 100.00 %
osiguranje (SRB)
llyria insurance Kosovo 14,538,265 10,841,158 3,697,107 -171970 7,300,855 100.00 %
Sava osiguruvanje insurance Macedonia 21,377,413 16,348,215 5,029,198 465,490 11,850,287 92.44 %
(MKD)
Sava osiguranje insurance  Montenegro 22.112,854 16,725,274 5,387,580 1,204,218 11,889,234 100.00 %
(MNE)
llyria Life insurance Kosovo 7,866,533 4,213,820 3,652,713 128,266 1,813,319 100.00 %
Sava Zivotno insurance Serbia 5,834,828 2,389,128 3,445,700 -206975 1,612,217 100.00 %
osiguranje (SRB)
lllyria Hospital currently, no Kosovo 1,800,772 4,495 1,796,277 -84 0 100.00 %
activities are
performed
Sava Car researchand  Montenegro 481,718 36,624 445,094 39,883 708,948 100.00 %
analysis
/S Vivus consulting and Slovenia 267,008 54,548 212,460 -103,271 598,713 99.74 %
marketing of
insurances of
the person
ZM Svetovanje insurance Slovenia 33,767 128,609 -94,842 -122,823 162,848 99.74 %
agent
Ornatus KC ZM call centre Slovenia 46,896 25166 21,730 7494 216,000 99.74 %
Sava Agent insurance  Montenegro 2,322,627 2,129,557 193,070 72,788 641,735 100.00 %
agent
Sava Station motor research Macedonia 281143 32291 248,852 38,537 171,424 92.44 %
and analysis
Moja nalozba pension fund Slovenia 134,444.848 126,401,679 8,043,169 581,695 3,210,125 100.00 %
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Subsidiaries as at 31 December 2015

©)
Share of
Registered Equity as at Profit/loss voting rights
Activity office Assets Liabilities 31/12/2015 for 2015 Total income (%)
Zavarovalnica insurance Slovenia 908,898,300 790,328,325  118,569975  23968,366 248,119,066 100.00 %
Maribor
Zavarovalnica Tilia insurance Slovenia  165,237444 136,299,998 28937446 4,319,400 78,633,144 100.00 %
Sava nezivotno insurance Serbia 23,857,347 18,990,278 4,867,069 -579,545 14,748,214 100.00 %
osiguranje (SRB)
lllyria insurance Kosovo 14,679,093 10,822,466 3,856,627 40997 7919,776 100.00 %
Sava osiguruvanje insurance Macedonia 21,060,203 16,406,655 4,653,548 452959 11,025,527 92.44 %
(MKD)
Sava osiguranje insurance  Montenegro 22,274,653 16,313,528 5961125 1,991,841 11,697,891 100.00 %
(MNE)
lllyria Life insurance Kosovo 6,923,299 3,402,448 3,520,851 82,020 1,470,572 100.00 %
Sava Zivotno insurance Serbia 5,399,994 1956,335 3,443,659 -288182 1,279,062 100.00 %
osiguranje (SRB)
Velebit usluge in wholesale, Croatia 12,324,595 577 12,324,018 -763 1,107 100.00 %
liquidation retailer
Velebit osiguranje insurance Croatia 17,462,301 13,180,789 4,281,512 4.477 6,791,189 92.08 %
Velebit Zivotno insurance Croatia 9,365,330 6,173,033 3,192,297 -420,647 3,253,363 88.71%
osiguranje
lllyria Hospital currently, no Kosovo 1,800,772 4,495 1,796,277 -30 0 100.00 %
activities are
performed
Sava Car researchand  Montenegro 396944 31,633 365,31 49,01 663,824 100.00 %
analysis
ZS Vivus consulting and Slovenia 405,873 74,894 330,979 123,966 1,099,289 100.00 %
marketing of
insurances of
the person
ZM Svetovanje insurance Slovenia 48,831 20,850 27981 -49150 28565 100.00 %
agent
Ornatus KC ZM call centre Slovenia 35,540 21137 14,403 3,068 226,724 100.00 %
Sava Agent insurance  Montenegro 2,478 916 2,352,786 126,130 92907 656,955 100.00 %
agent
Sava Station motor research Macedonia 227,010 15,740 211,270 11,436 108,352 92.44 %
and analysis
Moja nalozba pension fund Slovenia 122,707,805 15,412,757 7,295,048 366,815 2,653,260 100.00 %

18.3. Consolidation principles

The controlling company prepared both separate and
consolidated financial statements for the year ended
31 December 2016. The consolidated financial statements
include Sava Re as the controlling company and all its sub-
sidiaries, i.e. companies in which Sava Re holds, directly or
indirectly, more than half of the voting rights and has the
power to control the financial and operating policies so as
to obtain benefits from their activities. It is also of key im-
portance for the satisfaction of the conditions mentioned
above that, in the event of a takeover of the insurance com-
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pany, the controlling company obtains all required approvals
and consents (from the Insurance Supervision Agency and
other supervisory institutions).

All subsidiaries were fully consolidated in the Sava Re Group.

The financial year of the Group is the same as the calendar year.
Business acquisitions are accounted for by applying the pur-
chase method of accounting. Subsidiaries are fully consoli-
dated as of the date of obtaining control and they are de-
consolidated as of the date that such control is lost. At the
time of an entity’s first consolidation, its assets and liabilities
are measured at fair value. Any excess of the market value
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over the share of the fair value of the acquired identifia-
ble assets, liabilities and contingent liabilities is capitalised
as goodwill.

When acquiring a non-controlling interest in a subsidiary
(when the Group already holds a controlling interest), the
carrying amounts of the controlling and non-controlling in-
terests are adjusted to reflect the changes in their relative
interests in the subsidiary. The Group recognises directly
in equity any difference between the amount by which the
non-controlling interests are adjusted and the fair value of
the consideration paid, and attributes it to the owners of the
controlling company. The difference between cost and the
carrying amount of the non-controlling interest is account-
ed for in equity under capital reserves.

Profits earned and losses made by subsidiaries are included
in the Group’s income statement. Intra-group transactions
(receivables and liabilities, expenses and income between
the consolidated companies) have been eliminated.

18.4. Significant accounting policies

Below is a presentation of significant accounting policies ap-
plied in the preparation of the consolidated financial state-
ments. The Group applied the same accounting policies in
2016 as in 2015, except for minor changes as described in
section 18.5 “Changes in accounting policies and correction
of errors”.

18.41. Statement of compliance

The consolidated financial statements have been pre-
pared in accordance with IFRSs issued by the International
Accounting Standards Board (“IASB”), and interpretations
of the International Financial Reporting Interpretations
Committee’s (“IFRIC”), as adopted by the European Union.
They were also prepared in accordance with applicable
Slovenian legislation (the Companies Act, ZGD-1).
Interested parties can obtain information on the results of
operations of the Sava Re Group by consulting the annu-
al report. Annual reports are available on Sava Re’s website
and at its registered office.

In selecting and applying accounting policies, as well as
in preparing the financial statements, the management
board of the controlling company aims at providing under-
standable, relevant, reliable and comparable accounting
information.

The financial statements have been prepared based on the
going-concern assumption.

SAVA RE GROUP ANNUAL REPORT 2016

The management board of the controlling company ap-
proved the financial statements on 31 March 2017,

18.4.2. Measurement bases

The financial statements have been prepared on the historic
cost basis, except for financial assets at fair value through
profit or loss and available-for-sale financial assets, which
are measured at fair value. Assets of policyholders who bear
the investment risk are also measured at fair value.

18.4.3. Presentation currency, translation of

events and items

The financial statements are presented in euros (€), round-
ed to the nearest euro. The euro is the functional and pres-
entation currency of the Group. Due to rounding, figures in
tables may not add up to the totals.

Assets and liabilities as at 31 December 2016 denominated in
foreign currencies were translated into euros using the mid-
rates of the European Central Bank (ECB) as at 31 December
2016. Amounts in the income statements were translated
using the average exchange rate. As at 31 December 2015
and 31 December 2016, they were translated using the then
applicable mid-rates of the ECB. Foreign exchange differ-
ences arising on settlement of transactions and on transla-
tion of monetary assets and liabilities are recognised in the
income statement. Exchange rate differences associated
with non-monetary items, such as equity securities carried
at fair value through profit or loss, are also recognised in
the income statement, while exchange rate differences as-
sociated with equity securities classified as available for sale
are recognised in the fair value reserve. Since equity items
in the statement of financial position at 31 December 2016
are translated using the exchange rates of the ECB on that
day and since interim movements are translated using the
average exchange rates of the ECB, any differences aris-
ing therefrom are disclosed in the equity item translation
reserve.

18.4.4. Use of major accounting estimates

and sources of uncertainty

Assumptions and other sources of uncertainty relate to
estimates that require management to make difficult, sub-
jective and complex judgements. Areas that involve major
management judgement are presented below.
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The calculation of goodwill, its measurement and impair-
ment is determined using the accounting policy under
18.4.8 and note 1.

Deferred tax assets are recognised if Group entities plan
to realise a profit in the medium-term projections.
Receivables are impaired based on the accounting pol-
icy set out in section 18.4.18.2. Any recognised impair-
ment loss is shown in note 9.

Financial investments: Classification, recognition, meas-
urement and derecognition, as well as investment im-
pairment and fair value measurement are made based
on the accounting policy set out in section 18.4.14.
Movements in investments and their classification are
shown in note 6, while the associated income and ex-
penses, and impairment, are shown in note 30.
Technical provisions - calculation and liability adequa-
cy tests pertaining to insurance contracts are shown in
sections 18.4.24-27. Movements in these provisions are
shown in note 22.

18.4.5. Materiality

To serve as a starting point in determining a materiality
threshold for the consolidated financial statements, the
management used the equity of the Sava Re Group, spe-
cifically 2 % thereof as at 31 December 2016, which is € 5.9
million. The disclosures and notes required to meet regula-
tory or statutory requirements are presented, despite their
being below the materiality threshold.

18.4.6. Cashflow statement

The cash flow statement has been prepared using the indi-
rect method. The Group cash flow statement was prepared
as the sum of all cash flows of all Group companies less any
inter-Group cash flows. Cash flows from operating activities
have been prepared based on data from the 2016 statement
of financial position and income statement, with appropri-
ate adjustments for items that do not constitute cash flows.
Cash flows from financing activities have been disclosed
based on actual disbursements. ltems relating to changes in
net operating assets are disclosed in net amounts.

18.4.1.  Statement of changes in equity

The statement of changes in equity shows movements in in-
dividual components of equity in the period. Profit reserves
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also include the treasury share reserve and the catastrophe
equalisation reserve. As at 31 December 2016, the Group
dismantled its credit risk equalisation reserve.

18.4.8. Intangible assets

Intangible assets, except goodwill, are stated at cost, includ-
ing any expenses directly attributable to preparing them
for their intended use, less accumulated amortisation and
any impairment losses. Amortisation is calculated for each
itemn other than goodwill separately, on a straight-line basis.
Intangible assets are first amortised upon their availability
for use.

Intangible assets in the Group include computer software,
licences pertaining to computer software (their useful life is
assumed to be five years) and goodwill described in greater
detail below. This item also includes the value of assumed
liabilities upon the integration of Zavarovalnica Maribor into
the Sava Re Group, being the equivalent of the difference
between the fair value of acquired contractual insurance
rights and assumed insurance liabilities. The useful life of in-
tangible assets mentioned above is also five years.

18.4.9. Goodwill

Goodwill arises on the acquisition of subsidiaries. In acqui-
sitions, goodwill relates to the excess of the cost of the
business combination over the acquirer’s interest in the fair
value of the identifiable assets, liabilities and contingent li-
abilities of the acquired company. If the excess is negative
(badwilD), it is recognised directly in the income statement.
The recoverable amount of the cash-generating unit so cal-
culated is compared against its carrying amount, including
goodwill belonging to such unit. The recoverable amount is
value in use.

For the purpose of impairment testing, an allocation to
cash-generating units representing individual companies
has been made. Movement in goodwill is discussed in detail
in note 1 of section 18.8.

Goodwill of associate companies is included in their carry-
ing amount. Any impairment losses on goodwill of associate
companies are treated as impairment losses on investments
in associate companies.

Section 18.8, note 1, sets out the main assumptions for cash
flow projections used in the calculation of the value in use.
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18.4.10. Property and equipment

Property and equipment assets are initially recognised at
cost, including cost directly attributable to acquisition of
the asset. Subsequently, the cost model is applied: assets
are carried at cost, less any accumulated depreciation and
any impairment losses. For the purpose of impairment test-
ing, an allocation to cash-generating units representing in-
dividual companies has been made.

Property and equipment assets are first depreciated upon
their availability for use. Depreciation is calculated for each
item separately, on a straight-line basis. Depreciation rates
are determined so as to allow the cost of property and
equipment assets to be allocated to expenses over their es-
timated useful lives.

Depreciation rates of property and equipment assets

Depreciation group Rate
Land 0%
Buildings 1.3-2%
Transportation 15.5-20 %
Computer equipment 33.0%
Office and other furniture 10-125%
Other equipment 6.7-20 %

The Group assesses annually whether there is any indica-
tion of impairment. If there is, it starts the process of esti-
mating the recoverable amount. The recoverable amount is
the higher of value in use and fair value less costs to sell. If
the recoverable amount exceeds or is equal to the carrying
amount, the asset is not impaired.

Gains and losses on the disposal of items of property and
equipment, calculated as the difference between sales pro-
ceeds and carrying amounts, are included in profit or loss.
The costs of property and equipment maintenance and re-
pairs are recognised in profit or loss asincurred. Investments
in property and equipment assets that increase future eco-
nomic benefits are recognised in their carrying amount.

18.4.11.  Non-current assets held for sale

A non-current asset is classified as held for sale if its car-
rying amount will be recovered principally through a sale
transaction rather than through continuing use. For this
to be the case, its sale must be highly probable and it must
be available for immediate sale in its present condition. The
Group must be committed to the sale and must realise it
within one year. Such assets are measured at the lower of
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the assets’ carrying amount or fair value less costs to sell,
and are not depreciated.

18.4.12. Deferred tax assets and liabilities
Deferred tax assets and liabilities are amounts of income
taxes expected to be recoverable or payable, respectively,
in future periods depending on taxable temporary differ-
ences. Temporary differences are differences between the
carrying amount of an asset or liability in the statement of
financial position and its tax base.

The Group establishes deferred tax assets for temporary
tax non-deductible impairments of portfolio investments
and for Group companies in liquidation. Deferred tax assets
are additionally established for impairment losses on re-
ceivables, unused tax losses and for provisions for employ-
ees. Deferred tax liabilities were recognised for the credit
risk and catastrophe equalisation reserves transferred (as
at 1 January 2007) from technical provisions to profit re-
serves, which used to be tax-deductible when set aside (pri-
or to 1 January 2007).

In addition, the Group establishes deferred tax assets and
liabilities for that part of value adjustments recorded under
negative fair value reserve. Deferred tax assets and liabili-
ties are also accounted for actuarial gains/losses when cal-
culating provisions for severance pay upon retirement. This
is because actuarial gains/losses affect comprehensive in-
come as well as the related deferred tax assets/liabilities.
Upon acquiring Zavarovalnica Maribor, the Group recog-
nised deferred tax liabilities relating to property, equipment
and intangible assets, representing the value of the assumed
liabilities when Zavarovalnica Maribor joined the Group, be-
ing the difference between the fair value of the contractual
insurance rights acquired and assumed insurance liabilities
and the value of assets acquired.

The Group does not set off deferred tax assets and liabilities.
A deferred tax asset is recognised for unused tax losses to
the extent that it is probable that taxable profit will be avail-
able against which the deductible temporary differences
can be utilised. In 2016, no deferred tax assets of this kind
were recognised by the Group.

In 2016, deferred tax assets and liabilities were accounted
for using tax rates that in the management’s opinion will be
used to actually tax the differences; these are from 9 % to
20 % (2015: the same).
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18.4.13. Investment property

Investment property relates to assets that the Group does
not use directly for carrying out its activities, but holds to
earn rent or to realise capital gains at disposal. The Group
uses the cost model and the straight-line depreciation
method to account for investment property. Investment
property is depreciated at the rate of 1.3-2 %. The basis for
calculating the depreciation rate is the estimated useful life.
All leases where the Group acts as lessor are cancellable op-
erating leases. Payments and/or rentals received are recog-
nised as income on a straight-line basis over the term of the
lease. For the purpose of impairment testing, an allocation
to cash-generating units representing individual companies
has been made. The Group assesses annually whether there
is an indication of impairment of investment property. If
there is, it starts the process of estimating the recoverable
amount. The recoverable amount is the higher of the value
in use and the net selling price less costs to sell. If the recov-
erable amount exceeds or is equal to the carrying amount,
the asset is not impaired.

The Group measures the fair value of investment property
using fair value models. The fair values of investment prop-
erty in Slovenia were verified based on appraisals made by
certified property appraisers.

18.414. Financial investments and funds for
the benefit of policyholders who bear
the investment risk

18.4141. Classification

The Group classifies its financial assets into the following
categories:

Financial assets at fair value through profit or loss

This category consists of the following two sub-categories:
financial assets held for trading, and
financial assets designated as at fair value through profit
or loss.

Financial assets held for trading comprise instruments that
have been acquired exclusively for the purpose of trading,
i.e. realising gains in the short term. Financial assets at fair
value through profit or loss also comprise funds for the ben-
efit of policyholders who bear the investment risk.
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Held-to-maturity financial assets

Held-to-maturity financial assets are assets with fixed or de-
terminable payments and fixed maturity that the Group can,
and intends to, hold to maturity.

Available-for-sale financial assets

Available-for-sale financial assets are assets that the Group
intends to hold for an indefinite period and are not classi-
fied as financial assets at fair value through profit or loss or
held-to-maturity financial assets.

Loans and receivables (deposits)

This category includes loans and bank deposits with fixed
or determinable payments that are not traded in any active
market, and deposits with cedants. Under some reinsurance
contracts, part of the reinsurance premium is retained by
cedants as guarantee for payment of future claims, and
generally released after one year. These deposits bear con-
tractually agreed interest.

18.414.2. Recognition, measurement and
derecognition
Available-for-sale financial assets and held-to-maturity fi-
nancial assets are initially measured at fair value plus any
transaction costs. Financial assets at fair value through prof-
it or loss are initially measured at fair value, with any transac-
tion costs recognised as investment expenses.
Acquisitions and disposals of financial assets, loans and de-
posits are recognised on the trade date.
Gains and losses arising from fair value revaluation of finan-
cial assets available for sale are recognised in the statement
of comprehensive income, and transferred to the income
statement upon disposal or impairment. Gains and losses
arising from fair value revaluation of financial assets at fair
value through profit or loss are recognised directly in the
income statement. Held-to-maturity financial assets are
measured at amortised cost less any impairment losses.
Financial assets are derecognised when the contractual
rights to the cash flows from the financial assets expire or
when the assets are transferred and the transfer qualifies
for derecognition in accordance with IAS 39.
Loans and receivables (deposits), and held-to-maturity fi-
nancial assets are measured at amortised cost.

18.414.3. Determination of fair values

The Group measures all financial instruments at fair value,
except for deposits, shares not quoted in any regulated mar-
ket, loans and subordinated debt (assuming that the carry-
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ing amount is a reasonable approximation of fair value) and
financial instruments held to maturity, which are measured
at amortised cost. The fair value of investment property and
land and buildings used in business operations and the fair
value of financial instruments measured at amortised cost
are set out in note 27. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an or-
derly transaction between market participants at the meas-
urement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or trans-
fer the liability takes place either (i) in the principal market
for the asset or liability, or (i) in the absence of a princi-
pal market, in the most advantageous market for the asset
or liability. The principal or the most advantageous market
must be accessible to the Group. The fair value of an asset
or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, as-
suming that market participants act in their economic best
interest. A fair value measurement of a non-financial asset
takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best
use or by selling it to another market participant that would
use the assetin its highest and best use. The Group uses val-
uation 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.
The Group determines the fair value of a financial asset on
the valuation date by determining the price on the principal
market based on:
for stock exchanges: the quoted closing price on the
stock exchange on the measurement date or on the last
day of operation of the exchange on which the invest-
ment is quoted;
for the OTC market: quoted closing bid CBBT price or,
if unavailable, the Bloomberg bid BVAL on the valuation
date or on the last day of operation of the OTC market;
the price is calculated on the basis of an internal valua-
tion model.

Assets and liabilities measured or disclosed at fair value in
the consolidated financial statements are measured and
presented in accordance with the IFRS 13 fair-value hierar-
chy that categorises into three levels the inputs to valuation
techniques used to measure fair value.

Assets and liabilities are classified in accordance with IFRS
13 especially based on the availability of market information,
which is determined by the relative levels of trading identi-
cal or similar instruments in the market, with a focus on in-
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formation that represents actual market activity or binding

quotations of brokers or dealers.

Investments measured or disclosed at fair value, are pre-

sented in accordance with the levels of fair value under IFRS

13, which categorises the inputs to measure fair value into

the following three levels of the fair value hierarchy:
Level 1 financial investments are those for which the fair
value is determined based on quoted prices (unadjusted)
in active markets for identical financial assets that the
Company can access at the measurement date.
Level 2 financial investments are those whose fair value
is determined using data that are directly or indirectly
observable other than the prices quoted within level 1.
Level 3 comprise financial investments for which ob-
served market data are unavailable. Thus the fair value
is determined based on valuation techniques using in-
puts that are not directly or indirectly observable in the
market.

The Group discloses and fully complies with its policy of
determining when transfers between levels of the fair val-
ue hierarchy are deemed to have occurred. Policies for the
timing of recognising transfers are the same for transfers
into as for transfers out of any level. Examples of policies in-
clude: (a) the date of the event or change in circumstances
that caused the transfer, (b) the beginning of the reporting
period, () at the end of the reporting period.

18.414.4. Impairment of investments

A financial asset other than at fair value through profit or
loss is impaired and an impairment loss incurred provid-
ed there is objective evidence of impairment as a result
of events that occurred after the initial recognition of the
asset and that such events have an impact on future cash
flows that can be reliably estimated. The Group assesses
whether there is any objective evidence that individual fi-
nancial assets are impaired on a three-month basis (when
preparing interim and annual reports).

18.414.41. Debtsecurities
Investments in debt securities are impaired if one of the fol-
lowing conditions is met:
the issuer fails to make a coupon or principal payment,
and it is likely that such liabilities will not be settled in the
short term;
the issuer is subject to a bankruptcy, liquidation or com-
pulsory settlement procedure.
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If the first condition above is met, an impairment loss is rec-
ognised in the income statement in the amount of the dif-
ference between the fair value and carrying amount of the
debt security (if the carrying amount exceeds the fair value).
If the second condition above is met, an impairment loss is
recognised in profit or loss, being the difference between
the potential payment out of the bankruptcy or liquidation
estate and the cost of the investment. The potential pay-
ment out of the bankruptcy or liquidation estate is estimat-
ed based on information concerning the bankruptcy, liqui-
dation or compulsory settlement proceedings, or, if such
information is not available, based on experience or esti-
mates made by credit rating or other financial institutions.
In respect of debt securities, only impairment losses recog-
nised pursuant to indent one above (first condition) may be
reversed. An impairment loss is reversed when the issuer’s
liability is settled. Impairment losses are reversed through
profit or loss.

18.414.4.2. Equity securities
Investments in equity securities are impaired if on the state-
ment of financial position date:
their market price is more than 40 % below cost;
their market price has remained below cost for more
than one year;
the model based on which the Group assesses the need
for impairment of unquoted securities indicates that the
asset needs to be impaired.

An impairment loss is recognised in the amount of the dif-
ference between market price and cost of financial assets.

Reinsurers’ share of technical
provisions

18.4.15.

The amount of the reinsurers’ share of technical provisions
represents the proportion of gross technical provisions and
unearned premiums for transactions that the Group ced-
ed to reinsurers outside the Sava Re Group. The amount is
determined in accordance with reinsurance (retrocession)
contracts and in line with movements in the portfolio based
on gross technical provisions for the business that is the
object of these reinsurance (retrocession) contracts at the
close of each accounting period.

The Group tests these assets for impairment on the report-
ing date. Assets retroceded to counterparties are tested
strictly individually. For an estimation of retrocession risks,
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see section 18.7.3.6 “Risk management: Retrocession pro-
gramme - non-life business)”.

Investment contract assets and
liabilities

18.4.16.

Investment contract assets and liabilities only include the as-
sets and liabilities from investment contracts of the compa-
ny Moja naloZba. Investment contracts asset comprise the
assets supporting the liability funds “Moji skladi Zivljenjsega
cikla” for the transaction of voluntary supplementary pen-
sion business. Investment contract liabilities comprise liabil-
ities arising out of pension insurance business under group
and individual plans for voluntary supplementary pension in-
surance, under which the administrator maintains personal
accounts for pension plan members.

o
18.4.17. Receivables
Receivables include receivables for premiums from poli-
cyholders or insurers as well as receivables for claims and
commissions due from reinsurers.

18.4171.  Recognition of receivables

Receivables are initially recognised based on issued policies,
invoices or other authentic documents (e.g. confirmed rein-
surance or co-insurance accounts). In financial statements,
receivables are reported in net amounts, i.e. net of any al-
lowances made.

Receivables arising out of reinsurance business are recog-
nised when inwards premiums or claims and commissions
relating to retrocession business are invoiced to cedants or
reinsurers, respectively. For existing reinsurance contracts
for which no confirmed invoices have been received from
cedants or reinsurers, receivables are recognised in line with
policies outlined in sections 18.4.30 “Net premiums earned”
and 18.4.31 “Net claims incurred”.

18.417.2. Impairment of receivables

The Group classifies receivables into groups with similar
credit risk. It assesses receivables in terms of recoverability
or impairment, making allowances based on payment histo-
ry. Individual assessments are carried for all material items
of receivables.

In addition to age, the method for accounting for allowanc-
es takes into account the phase of the collection procedure,
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historical data on the percentage of write-offs made and the
ratio of recoverability. Assumptions are reviewed annually.
Recourse receivables are recognised as assets only if, on
the basis of a recourse claim, an appropriate legal basis ex-
ists (a final order of attachment, a written agreement with
or payments by the policyholder or debtor, or subroga-
tion for credit risk insurance). Even if subrogation is appli-
cable, recourse receivables are recognised only after the
debtor’s existence and contactability have been verified.
Recognition of principal amounts to which recourse receiv-
ables relate decreases claims paid. Group companies rec-
ognise impairment losses on recourse receivables based on
past experience.

No receivables have been pledged as security.

18.4.18. Deferred acquisition costs

Acquisition costs that are deferred include the part of oper-
ating expenses associated with policy underwriting.

The Group discloses under deferred acquisition costs,
mostly deferred commissions. These are booked commis-
sions relating to the next financial year and are recognised
based on (re)insurance accounts and estimated amounts
obtained based on estimated commissions taking into ac-
count straight-line amortisation.

18.4.19. Other assets

Other assets include capitalised short-term deferred costs
and short-term accrued income. Short-term deferred costs
comprise stamps and prepayments of unearned commis-
sions to counterparties.

18.4.20. Cash and cash equivalents

The statement of financial position and cash flow item “cash
and cash equivalents” comprises:
cash, including cash in hand, cash in bank accounts of
commercial banks or other financial institutions, over-
night deposits, and
cash equivalents, including demand deposits and depos-
its with an original maturity of up to three months.
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18.4.21. Equity

Composition:
share capital comprises the par value of paid-up ordi-
nary shares, expressed in euro;
capital reserves comprise amounts in excess of the par
value of shares;
profit reserves comprise reserves provided for by the
articles of association, legal reserves, treasury share
reserves, catastrophe equalisation reserves and other
profit reserves;
treasury shares;
fair value reserve;
retained earnings;
net profit/loss for the year;
translation reserve;
non-controlling interest.

Reserves provided for by the articles of association are
used:
to cover the net loss that cannot be covered (in full)
out of retained earnings or other profit reserves, or if
these two sources of funds are insufficient to cover the
net loss in full (@n instrument of additional protection of
tied-up capital);
to increase share capital;
to regulate the dividend policy.

Profit reserves also include catastrophe equalisation re-
serves set aside pursuant to the rules on technical provi-
sions and reserves as approved by appointed actuaries.
These are tied-up reserves.

Pursuant to the Companies Act, the management board has
the power to allocate up to half of the net profit to other
reserves.

18.4.22. Subordinated liabilities

Subordinated liabilities represent a long-term liability of the
Group in the form of a subordinated loan that was to be
used by the Group for its expansion since 2006. The con-
trolling company has applied with the supervisory agency
for permission for the early repayment of the subordinated
loan.
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18.4.23. Classification of insurance contracts

The Group transacts traditional and unit-linked life busi-
ness, non-life business and reinsurance business, the ba-
sic purpose of which is the transfer of underwriting risk.
Underwriting risk is considered significant, if the occurence
of aninsured event would result in significant additional pay-
ments. Accordingly, the Group classified all such contracts
concluded as insurance contracts. Proportional reinsurance
contracts represent an identical risk as the underlying insur-
ance policies, which are insurance contracts. Since non-pro-
portional reinsurance contracts provide for the payment of
significant additional pay-outs in case of loss events, they
also qualify as insurance contracts.

At the end of 2015, the controlling company acquired the
Moja naloZba pension company. As a result, the Group has
assets and liabilities from investment contracts relating to
this company.

18.4.24. Technical provisions

Technical provisions are shown gross in the statement of fi-
nancial position. The share of gross technical provisions for
the business ceded by the Group to non-Group reinsurers is
shown in the statement of financial position under the asset
item reinsurers’ share of technical provisions. Technical pro-
visions must be set at an amount that provides reasonable
assurance that liabilities from assumed (re)insurance con-
tracts can be met. The main principles used in calculations
are described below.

Unearned premiums are the portions of premiums written
pertaining to periods after the accounting period. Unearned
premiums for primary insurance are calculated on a pro rata
temporis basis at insurance policy level, except for decreas-
ing term contracts (credit life). For reinsurance, data may
be unavailable for calculation on insurance policy level; in
such cases, nominal percentages are used at reinsurance
account level for periods for which premiums are written.

Mathematical provisions for life insurance contracts rep-
resent the actuarial value of obligations arising from poli-
cyholders’ guaranteed entitlements. In most cases, they
are calculated using the net Zillmer method with the same
parameters as those used for premium calculation, except
for the discount rate applied, which was a technical interest
rate not exceeding 1.5 %. Other parameters are the same
as those used in the premium calculation. Calculated neg-
ative liabilities arising out of mathematical provisions are
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set to nil. The Zillmer method was used for amortising ac-
quisition costs. The calculation of mathematical provisions
is based on the assumption that the full agent commission
was paid at conclusion of the contract, while agents actually
receive the commission within two to five years depending
on the policy term. The mathematical provision includes all
deferred commission. The insurance company set aside de-
ferred acquisition costs, showing them under assets in the
event of commission prepayments, or shows the difference
between the positive Zillmerised mathematical provision
and the Zillmerised mathematical provision.

Provisions for outstanding claims (claims provision) are es-
tablished in the amount of expected liabilities for incurred
but not settled claims, including loss adjustment expenses.
These comprise provisions for both reported claims calcu-
lated based on case estimates and claims incurred by not
reported (IBNR) calculated using actuarial methods. Future
liabilities are generally not discounted, with the exception
of a relatively small part relating to annuities under certain
liability insurance contracts. In such cases, the related pro-
visions are established based on the expected net present
value of future liabilities.

Provisions for incurred but not reported claims are calcu-
lated for the major part of the portfolios of primary insur-
ers using actuarial methods based on paid claims triangles;
the result is the total claims provision, and IBNR provision is
calculated as the difference between the result of the tri-
angle method and the provision based on case reserves. In
classes where the volume of business is not large enough
for reliable results from the triangle methods, the calcula-
tion is made based on either (i) the product of the expected
number of subsequently reported claims and the average
amount of subsequently reported claims or (i) methods
based on expected loss ratios. The consolidated IBNR pro-
vision also includes the IBNR provision for the part of busi-
ness written outside the Sava Re Group. For this part of the
portfolio, technical categories based on reinsurance ac-
counts are not readily available; therefore, it is necessary to
estimate items that are received untimely, including claims
provisions, taking into account expected premiums and ex-
pected combined ratios for each underwriting year, class of
business and form of reinsurance as well as development tri-
angles for underwriting years succeeding accounted quar-
ters; The IBNR provision is then established at the amount
of the claims provision thus estimated.

The provision for outstanding claims is thus established
based on statistical data and using actuarial methods; there-
fore, its calculation also constitutes a liability adequacy test.
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The provision for bonuses, rebates and cancellations is in-
tended for agreed and expected pay-outs due to good re-
sults of insurance contracts and expected payment due to
cancellations in excess of unearned premiums.

Other technical provisions solely include the provision for
unexpired risks derived from a liability adequacy test of un-
earned premiums, as described below.

Unearned premiums are deferred premiums based on cov-
erage periods. If based on such a calculation, the premium
is deemed to be inadequate, the unearned premium is also
inadequate. Group companies carry out liability adequacy
tests for unearned premiums at insurance class level. The
calculation of the expected combined ratio in any class of
insurance was based on premiums earned, claims incurred,
commission expenses and other operating expenses. Where
the expected combined ratio so calculated exceeds 100 %,
thus revealing a deficiency in unearned premiums, a corre-
sponding provision for unexpired risks within other techni-
cal provisions is set aside.

18.4.25. Technical provision for the benefit of
life insurance policyholders who bear
the investment risk

These are provisions for unit-linked life business. They com-
prise mathematical provisions, unearned premiums and pro-
visions for outstanding claims. The bulk comprises mathe-
matical provisions. Their value is the aggregate value of all
units of funds under all policies, including all premiums not
yet converted into units, plus the discretionary bonuses
of guaranteed funds managed by us. The value of funds is
based on market value as at the statement of financial po-
sition date.

18.4.26. Liability adequacy test (LAT)

The Group carries out adequacy testing of provisions set
aside based on insurance contracts as at the financial state-
ment date separately for non-life and life business. The lia-
bility adequacy test for non-life business is described in sec-
tion 18.4.24 “Technical provisions”.

Liability adequacy testing for life business

The liability adequacy test for life policies is carried out at a
minimum at each reporting date against a calculation of fu-
ture cash flows using explicit and consistent assumptions of
all factors — future premiums, mortality, morbidity, invest-
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ment returns, lapses, surrenders, guarantees, policyholder
bonuses and expenses. For this purpose, the present value
of future cash flows is used.

Discounting is based on the yield curve for euro area sov-
ereign bonds at the statement of financial position date,
but for EU Member States the risk-free yield curve of gov-
ernment bonds at the statement of financial position date,
including a loading for the investment mix. Where reliable
market data is available, assumptions (such as discount rate
and investment return) are derived from observable mar-
ket prices. Assumptions that cannot be reliably derived from
market values are based on current estimates calculated by
reference to the Group’s own internal models (lapse rates,
actual mortality) and publicly available resources (demo-
graphic information published by the local statistical bu-
reau). For mortality, higher rates are anticipated than real-
ised due to uncertainty.

Input assumptions are updated annually based on recent ex-
perience. Correlations between risk factors are not taken
into account. The principal assumptions used are described
below.

The liability adequacy test is performed on the policy or
product level. If the test is performed on the policy level,
the results are shown on the product-level, with products
grouped by class of business. In addition, the segmentation
in Croatia is done depending on the technical interest rate.
Results of the test are then evaluated for each of the three
groups separately. Each group is tested separately for lia-
bility adequacy. Liability inadequacies of individual groups
are not offset against surpluses arising on other groups in
determining any additional liabilities to be established. The
net present value of future cash flows calculated using the
assumptions described below is compared with the insur-
ance liabilities, for each group separately. If this comparison
shows that the carrying amount of the insurance liabilities is
inadequate in the light of the estimated cash flows, the en-
tire deficiency is recognised in profit or loss by establishing
an additional provision.

Mortality and morbidity are usually based on data supplied
by the local statistical bureau and amended by the Group
based on a statistical investigation of its mortality experi-
ence. Assumptions for mortality and morbidity are adjust-
ed by a margin for risk and uncertainty and are higher than
actual.

Future contractual premiums are included and for most
business also premium indexation is taken into considera-
tion. Estimates for lapses and surrenders are made based
on experience. Actual persistency rates by product type
and duration are regularly investigated, and assumptions
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amended accordingly. The actual persistency rates are ad-
justed by a margin for risk and uncertainty.

Estimates for future maintenance expenses included in the
liability adequacy test are derived from current experience.
For future periods, cash flows for expenses have been in-
creased by a factor equal to the estimated annual inflation
or have remained on the present level, taking into account
the portfolio development.

Yield and the discount rate are based on the same yield
curve; a loading for market development is added when

The liability adequacy test partly takes into account future
discretionary bonuses due to the method of determining
bonuses. The share of discretionary bonuses complies with
internal rules and is treated as a discounted liability.

The Group estimated, for most of the life policies, the im-
pact of changes in key variables that may have a material
effect on the results of liability adequacy tests at the end
of the year. Sensitivity analyses are prepared separately for
traditional life business and investment-linked life business.

discounting.
€) 31/12/2016 31/12/2015
LAT test for LAT test for LAT test for LAT test for
traditional life unit-linked life  traditional life unit-linked life
policies policies policies policies
Base run 256,939,710 178,717,678 229934927 132,323,440
Investment return + 100 bp 245,369,854 175,187,656 227492710 227,793,500
Investment return - 100 bp 271,679,805 182905,734 246,064,018 226158920
Mortality + 10 % 259,464,566 180,554,154 232172997 133,774,181
Policy maintenance expenses + 10 % 260,327,207 183,218,403 232,188,806 135,156,820

The base run is calculated using the same assumptions as
for liability adequacy testing. Changes in variables repre-
sent reasonable possible changes which, had they occurred,
would have led to significant changes in insurance liabilities
at the statement of financial position date. The reasonable
possible changes represent neither expected changes in
variables nor worst case scenarios. A change in key variables
would affect the corresponding component of the result in
the same proportion.

The analysis has been prepared for a change in variable with
all other assumptions remaining unchanged and ignores
changes in values of the related assets. Sensitivity was cal-
culated for an unfavourable direction of movement. The in-
come statement and insurance liabilities (as show in the LAT
test) are mostly impacted by changes in the investment re-
turn, while unit-linked business is also impacted by changes
in operating expenses.

18.4.21. Other provisions

Employee benefits include severance pay upon retirement
and jubilee benefits. Provisions for employee benefits are
the net present value of the Group’s future liabilities (cal-
culated based on the above assumptions) proportionate to
the years of service in the Group (the projected unit credit
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method). Pursuant to IAS 19 “Employee benefits”, actuarial
gains and losses arising on re-measurement of net liabilities
were recognised in other comprehensive income.

These provisions are calculated based on personal data of
employees: date of birth, date of commencement of em-
ployment in the Group, anticipated retirement, and salary.
Each Group company calculates the amounts of severance
pay upon retirement and jubilee benefits in accordance with
local legislations, employment contracts and other applica-
ble regulations. Expected pay-outs also include tax liabilities
where payments exceed statutory non-taxable amounts.
The probability of an employee staying with the Group in-
cludes both the probability of death and the probability of
employment relationship termination. Assumptions relating
to future increases in salaries, severance pay upon retire-
ment and jubilee benefits, as well as those relating to em-
ployee turnover depend on developments in individual mar-
kets and individual Group companies. The applied discount
rate is based on the yield of long-term government bonds.

18.4.28. Other financial liabilities

Other financial liabilities include liabilities to banks regarding
borrowings and are measured at amortised cost.

FINANCIA
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18.4.29. Liabilities from operating activities
and other liabilities

Liabilities are initially recognised at amounts recorded in
the relevant documents. Subsequently, they are increased
or decreased in line with documents or decreased through
payments. Other liabilities comprise: liabilities for claims and
outwards retrocession premiums, liabilities for claims aris-
ing out of inwards reinsurance contracts, liabilities for re-
tained deposits, current income tax liabilities, amounts due
to employees, amounts due to clients and other short-term
liabilities.

18.4.30. Net premiums earned

Premiums earned are accounted for on an accrual basis,
taking into account any increase in economic benefits in
the form of cash inflows or increases in assets. The follow-
ing are disclosed separately: gross (re)insurance premiums,
co-insurance and retrocession premiums, and unearned
premiums. These items are used to calculate net premi-
ums written in the income statement. Income is recognised
based on confirmed (re)insurance accounts or (re)insurance
contracts.

Estimates are made on the basis of amounts in reinsurance
contracts, which, according to due dates, have already ac-
crued although the Group has yet to receive reinsurance
accounts. Net premiums earned are calculated based on
invoiced gross reinsurance premiums less invoiced premi-
ums retroceded, both adjusted for the movement in gross
unearned premiums and the change in reinsurers’ share of
unearned premiums. Premiums earned are estimated based
on individual reinsurance contracts.

18.4.31. Net claims incurred

Claims and benefits incurred are accounted for on an accru-
al basis, taking into account any decrease in economic ben-
efitsin the form of cash outflows or decreasesin assets. Net
claims incurred comprise gross claims paid net of recourse
receivables and reinsurer’s share of claims, i.e. amounts in-
voiced to retrocessionaires. The amount of gross claims
paid includes the change in the claims provision, taking into
account estimated claims and provisions for outstanding
claims. Estimates are made on the basis of amounts in re-
insurance contracts, which, according to due dates, have
already accrued although the Group has yet to receive rein-
surance accounts. Claims incurred are estimated based on
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estimated premiums and combined ratios for individual re-
insurance contracts. These items are used to calculate net
claims incurred in the income statement.

18.4.32. Investment income and expenses

The Group records investment income and expenses sep-
arately by source of funds, maintaining three separate reg-
isters: the non-life insurance investment register, the life
insurance investment register and own funds investment
register. Own fund investments support the Group’s share-
holders’ funds; non-life insurance investments support
technical provisions, and the life insurance investments sup-
port mathematical provisions.
Investment income includes:

dividend income (income from shares);

interest income;

exchange gains;

income from changes in fair value and gains on disposal

of investments designated at fair value through profit or

loss;

gains on the disposal of investments of other investment

categories and

other income.

Investment expenses include:

interest expense,

exchange losses;

expenses due to changes in fair value and losses on dis-

posal of investments designated at fair value through

profit or loss;

losses on disposal of investments of other investment

categories; and

other expenses.
The mentioned income and expenses are disclosed depend-
ing on how the underlying investments are classified, i.e. in-
vestments held to maturity, at fair value through profit or
loss, available for sale, loans and receivables, or deposits.
Interest income and expenses for investments classified as
held to maturity or available for sale are recognised in the
income statement using the effective interest rate meth-
od. Interest income and expenses for investments at fair
value through profit or loss are recognised in the income
statement using the coupon interest rate. Dividend income
is recognised in the income statement when payout is au-
thorised. Gains and losses on the disposal of investments
represent the difference between the carrying amount of
a financial asset and its sale price, or between its cost less
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impairment, if any, and sale price in the case of investments
available for sale.

18.4.33. Operating expenses

Operating expenses comprise:

acquisition costs;

change in deferred acquisition costs;

other operating expenses classified by nature, as follows:

a. depreciation/amortisation of operating assets,

b. personnel costs including employee salaries, social
and pension insurance costs and other personnel
costs,

c. remuneration of the supervisory board and au-
dit committee; and payments under contracts for
services,

d. other operating expenses relating to services and
materials.

18.4.34. Other technical income

Other technical income comprises income from reinsur-
ance commission less the change in deferred acquisition
costs relating to reinsurers, and is recognised based on con-
firmed reinsurance accounts and estimated commission in-
come, taking into account straight-line amortisation.

18.4.35. Income tax expense

Income tax expense for the year comprises current and de-
ferred tax. Current income tax is presented in the income
statement, except for the portion relating to the items pre-
sented in equity. The same applies to deferred tax. Current
tax is payable on the taxable profit for the year using the tax
rates enacted by the date of the statement of financial po-
sition, as well as on any adjustments to tax liabilities of prior
periods. Deferred tax is recognised using the statement of
financial position method, providing for temporary differ-
ences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for
taxation purposes. The deferred tax amount is based on the
expected manner of recovery or settlement of the carrying
amount of assets and liabilities, using the tax rates that have
been enacted by the date of the statement of financial po-
sition. Deferred tax assets are recognised only to the extent
that it is probable that future taxable profits will be available
against which they can be utilised. Deferred tax assets are
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reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

The Group income tax expense has been determined in ac-
cordance with the requirements of each member’s local
legislation. Statutory tax rates in various countries range
from 9 to 20 %.

18.4.36. Segment reporting

Operating segments as disclosed and monitored were de-
termined based on the different activities carried out in the
Group. Segments have been formed based on similar ser-
vices provided by companies (features of insurance prod-
ucts, market networks and the environment in which com-
panies operate).

Subject to the nature, scope and organisation of work,
CODM (Chief Operating Decision Maker) is a group com-
posed of the management board members, the executive
director of finance, the executive director of accounting,
and the executive director of corporate finance and con-
trolling. CODM can monitor quarterly the results of oper-
ations by segments. These results include technical results,
net investment income and other aggregated performance
indicators, as well as the levels of assets, equity and tech-
nical provisions. All figures reviewed by CODM are part of
quarterly financial reports submitted to the management
board.

Operating segments include reinsurance business, non-life
insurance business, life insurance business, and the “other”
segment. Performance of these segments is monitored
based on different indicators, a common performance indi-
cator for all segments being net profit calculated in accord-
ance with [FRSs.
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Income statement items by operating segment 2016

Reinsurance

©) business
2016 Total
Net earned premiums 92,407,367
Gross premiums written 92,683,719
Written premiums ceded to reinsurers and co-insurers -4,063134
Change in gross unearned premiums 3,575,023
Change in unearned premiums, reinsurers’ and co-insurers’ shares 21,758
Income from investments in subsidiary and associate companies 0
Profit from investments in equity-accounted associate companies 0
Dividend income from associate companies 0
Otherincome 0
Investment income 10,770,164
Interest income 2,832,268
Other investment income 7937895
Net unrealised gains on investments of life insurance policyholders who bear the investment risk 0
Other technical income 5,876,767
Commission income 350,140
Other technical income 5,526,627
Other income 30,249
Net claims incurred -60,612,921
Gross claims payments less income from recourse receivables -58,010,218
Reinsurers’ and co-insurers’ shares 4,279,527
Change in the gross claims provision -6,250,745
Change in the provision for outstanding claims, reinsurers’ and co-insurers’ shares -631,486
Change in other technical provisions -88,760
Change in technical provisions for policyholders who bear the investment risk 0
Change in liabilities under financial contracts 0
Expenses for bonuses and rebates 0
Operating expenses -26,641,702
Acquisition costs -21919,227
Change in deferred acquisition costs -937,593
Other operating expenses -3,784,882
Expenses for investments in subsidiary and associate companies 0
Impairment loss on goodwill 0
Loss arising out of investments in equity-accounted associate companies 0
Expenses for financial assets and liabilities -6,888,294
Impairment losses on financial assets not at fair value through profit or loss -219,300
Interest expense -841,834
Other investment expenses -5,827161
Net unrealised losses on investments of life insurance policyholders who bear the investment risk 0
Other technical expenses -6,132,612
Other expenses -118,286
Profit/loss before tax 8,601,970

Income tax expense

Net profit/loss for the period

Net profit/loss attributable to owners of the controlling company

Net profit/loss attributable to non-controlling interest
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Non-life insurance business Life insurance business Other

Slovenia International Total Slovenia International Total Total Total
230,028,165 49,514,238 279,542,403 79,688,726 6,463,030 86,151,756 0 458,101,526
255,823,534 55,114,138 310,937,672 80,073,263 6,510,500 86,583,763 0 490,205,154
-22,802,334 -3,979,661 -26,781995 -375,776 -21,609 -397,385 0 31,242,514
-3,826,722 -1,551,542 -5,378,264 -572 -25,564 -26,136 0 -1,829,377
833,687 -68,697 764,990 -8,189 -297 -8,486 0 968,263
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
8,653,388 2,544,594 11,197,982 10,340,841 827,256 11,168,096 0 33,136,242
6,644,398 2,289,392 8,933,790 8,862,935 604,663 9,467,598 0 21,233,656
2,008,989 255,202 2,264,192 1,477906 222,593 1,700,499 0 11,902,586
0 0 0 17,958,458 220 17,958,678 0 17,958,678
6,408,183 3,334,000 9,742,184 2,363,657 63,588 2,427,245 191,213 18,237,409
2,714,525 599,350 3,313,876 64,131 4,460 68,591 0 3,732,607
3,693,658 2,734,650 6,428,308 2,299,526 59,128 2,358,654 191,213 14,504,802
3,493,200 1,565,425 5,058,625 998,517 28,851 1,027,368 373,391 6,489,633
-138,468,083 -21,750,251 -160,218,335 -45,803,940 -1,758,579 -47,562,520 0 -268,393,776
143,614,923 -22,536,325 166,151,248 -43,515,230 -1,769,100 -45,284,330 0 -269,445,796
8,838,638 1,573,734 10,412,371 125,479 2,277 127,755 0 14,819,654
-6,642,428 -572,203 7,214,631 -2,375,108 7,590 -2,367,518 0 -15,832,894
2,950,630 -215,456 2,735,173 -39,081 654 -38,427 0 2,065,260
2,444,546 357,264 2,801,810 -5,821,095 -2,146,811 -7,967,906 0 -5,254,856
0 0 0 -17,435,867 -6,294 17,442,161 0 17,442,161
0 0 0 0 0 0 0 0
-1,226,639 -36,906 -1,263,545 0 0 0 0 -1,263,545
-82,202,884 -25,815,663 -108,018,548 -19,296,654 -3,263,771 -22,560,425 -2,342,811 -159,563,486
-19,640,452 -4,450,848 -24,091,300 -4.918,605 -953,418 -5,872,023 0 -51,882,550
-460,361 117,050 -343,3M 193,658 108 -193,550 0 -1,474,454
-62,102,071 -21,481,865 -83,583,937 14,184,391 -2,310,461 -16,494,852 2,342,811 -106,206,482
0 -1,693,699 -1,693,699 0 0 0 0 -1,693,699
0 -1,693,699 -1,693,699 0 0 0 0 -1,693,699
0 0 0 0 0 0 0 0
-568,251 -143,553 -711,804 -582,311 -374,006 -956,317 0 -8,556,415
-168,831 -3,338 172,169 -232 -202,324 -202,556 0 -594,025
0 -292 -292 0 0 0 0 -842,126
-399,420 139923 -539,343 -582,079 -171,682 753,761 0 720,264
0 0 0 -11,255,208 -1,140 -11,256,348 0 -11,256,348
-5,966,147 -4,600,550 -10,566,697 -495,023 -116,508 -611,531 -97 -17,310,937
-1,328,997 -933,443 -2,262,440 -4,535 -42,652 -47,187 -90,365 -2,518,278
21,266,481 2,341,457 23,607,937 10,655,565 -326,816 10,328,748 -1,868,669 40,669,987
-7,751,774
32,918,213
32,824,911
93,302
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Income statement items by operating segment 2015

Reinsurance

€) business
2015 Total
Net earned premiums 85,901,717
Gross premiums written 98,151,240
Written premiums ceded to reinsurers and co-insurers -4,584,876
Change in gross unearned premiums -7,795,885
Change in unearned premiums, reinsurers’ and co-insurers’ shares 131,238
Income from investments in subsidiary and associate companies* 0
Profit from investments in equity-accounted associate companies 0
Investment income* 16,619,732
Interest income 3,001,924
Other investment income 13,617,808
Net unrealised gains on investments of life insurance policyholders who bear the investment risk 0
Other technical income 7,779,194
Commission income 600,935
Other technical income 7178,259
Other income 78,092
Net claims incurred -65,429,062
Gross claims payments, net of income from recourse receivables -55,743,871
Reinsurers’ and co-insurers’ shares 1,742,263
Change in the gross claims provision -11,605,397
Change in the provision for outstanding claims, reinsurers’ and co-insurers’ shares 177944
Change in other technical provisions -121,984
Change in technical provisions for policyholders who bear the investment risk 0
Expenses for bonuses and rebates 353
Operating expenses -22,788,128
Acquisition costs -21132,677
Change in deferred acquisition costs 1,574,081
Other operating expenses -3,229,532
Expenses relating to financial assets and liabilities -10,764,873
Impairment losses on financial assets not at fair value through profit or loss -472904
Interest expense -896,145
Other investment expenses -9,395,824
Net unrealised losses on investments of life insurance policyholders who bear the investment risk 0
Other technical expenses -7,179,853
Other expenses -2
Profit/loss before tax 4,095,187

Income tax expense

Net profit/loss for the period

Net profit/loss attributable to owners of the controlling company

Net profit/loss attributable to non-controlling interest

*

The investment income and expenses items have changed in terms of operating segments as from the annual report 2015 where Sava Re

investmentincome and expenses relating to the assets supporting the Group’s technical provisions were apportioned between the non-life
and life operating segments based on the apportionment of net technical provisions for the rolling year (average of the past four quarters).
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Non-life insurance business Life insurance business Other
Slovenia International Total Slovenia International Total Total Total
228,659,991 47,359,234 276,019,225 79,780,905 5,857,758 85,638,663 0 447,559,605
249,987,788 52,041,312 302,029,100 80,211,496 5,872,721 86,084,217 0 486,264,557
-22,012,840 -3,275,193 -25,288,033 -432,128 -9,710 -441,838 0 -30,314,747
772,694 -952,989 -180,295 7,451 -4,089 3,362 0 -7972,818
-87,651 -453,895 -541,547 -5914 1,164 -7,078 0 -417,387
0 0 0 942,560 0 942,560 0 942,560
0 0 0 165,067 0 165,067 0 165,067
9,633,056 2,541,442 12,174,498 10,096,554 687,071 10,783,625 0 39,577,855
7,719,750 2,374,243 10,093,993 9,001,163 540,093 9,541,255 0 22,637,172
1913,306 167,199 2,080,505 1,095,391 146,978 1,242,369 0 16,940,683
0 0 0 26,631,437 351 26,631,788 0 26,631,788
7,502,721 2,591,968 10,094,689 1,126,786 155,658 1,282,444 162,274 19,318,601
2,376,486 638,696 3,015,182 39,235 1,552 40,787 0 3,656,904
5,126,235 1953,272 7,079,507 1,087,551 154,106 1,241,657 162,274 15,661,697
2,063,800 1,152,361 3,216,161 975,205 42,857 1,018,062 335,662 4,647,977
-135,210,189 -19,074,134 -154,284,322 -51,627,348 -1,789,091 -53,416,439 0 -273,129,823
143,752,543 -20,618,761 -164,371,304 -49,683,764 1,704,195 -51,387959 0 -271,503,134
14,714,811 1,127,840 15,842,651 132,331 956 133,287 0 17,718,201
7,686,753 657,836 8,344,589 -2,025,591 -86,621 -2112,212 0 -5,373,020
-13,859,210 -241,049 -14,100,259 -50,324 769 -49,555 0 -13,971,870
1,228,463 -360,990 867,473 -34,238 1,993,277 -2,027,515 0 -1,282,026
0 0 0 -11,020,253 -16,197 -11,036,450 0 -11,036,450
-522,609 -57,835 -580,444 0 0 0 0 -580,091
-79,277,652 -23,942,386 -103,220,038 -17,404,302 -3,146,570 -20,550,872 -2,359,335 148,918,373
-19,498,258 -3,589,256 -23,087,514 -4,699,305 -934,187 -5,633,492 0 -49,853,683
-123,564 37,602 -85962 -36,699 -29 -36,728 0 1,451,391
-59,655,830 -20,390,732 -80,046,562 12,668,298 2,212,354 -14,880,652 -2,359,335 -100,516,081
-1,239,166 -158,287 -1,397,454 -721,202 -122,374 -843,576 0 -13,005,902
-231,810 -8,246 -240,056 -470 12,635 -13,106 0 -726,066
-256,755 -4912 -261,667 0 -3,247 -3,247 0 -1,161,059
-750,601 145,129 -895,730 -720,732 -106,491 -827,223 0 -1Nn8,777
0 0 0 -25,930,062 -724 -25,930,786 0 -25,930,786
-7,686,681 -4,901,632 -12,588,313 -142,553 -202,997 -345,550 -2 -20,113,718
-900,164 -655,804 -1,555,968 -595 -29,238 -29,833 -60,765 1,646,568
24,251,570 1,557,259 25,808,829 12,672,894 -556,773 12,116,121 -1,922,167 40,097,971
-6,732,520
33,365,451
33,377,857
-12,406
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Group insurance operations are focused on Slovenia and the
Western Balkans (Serbia, Croatia, Montenegro, Macedonia
and Kosovo), while its reinsurance operations are expanding
to Asia, South America and Africa.

18.5. Changes in accounting policies and

correction of errors

In 2015, the Group’s cash and cash equivalents item in the
statement of financial position and the cash flow statement
comprised cash balances in bank accounts and overnight
deposits. As of 1January 2016, the Group changed the dis-
closure of cash assets to include cash equivalents. Cash
equivalents were recognised as financial investments in the
statement of financial position as at 31 December 2015.
Thus, the cash and cash equivalents item in the statement of
financial position and cash flow statement now comprises:
cash, including cash in hand, cash in bank accounts of
commercial banks or other financial institutions and
overnight deposits, and
cash equivalents, including demand deposits and depos-
its with an original maturity of up to three months.
Had this classification been used as at 31 December 2015,
the level of cash and cash equivalents would have been
higher by € 22 million and would have totalled € 26.7 million.

18.6. Standards and interpretations

issued but not yet effective and new
standards and interpretations

New and amended standards and interpretations

The accounting policies applied in the compilation of con-
solidated financial statements are the same as those used
in the preparation of consolidated financial statements for
the year ended 31 December 2015, except for adoption of
new or amended standards that came into effect for annual
periods beginning on or after 1 January 2016 and which are
presented below.

Amendments to IFRS 11, Joint Arrangements: Accounting
for Acquisitions of Interests in Joint Operations

The amendments to IFRS 11 require that a joint operator
accounting for the acquisition of an interest in a joint op-
eration, in which the activity of the joint operation consti-
tutes a business, must apply the relevant IFRS 3 Business
Combinations principles for business combination account-
ing. The amendments also clarify that a previously held in-
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terest in a joint operation is not remeasured on the acquisi-
tion 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 addi-
tional interests in the same joint operation and are applied
prospectively.

These amendments do not have any impact on the con-
solidated financial statements. In the reporting period, the
Group completed a merger of four of its subsidiaries into
one company but made no acquisitions of interests in joint
operations.

Amendments to IAS 16 and IAS 38, Clarification of
Acceptable Methods of Depreciation and Amortisation
The amendments clarify the accounging policies 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 as-
set is part) rather than the economic benefits that are con-
sumed through the use of the asset. As a result, a reve-
nue-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 effective prospectively and do not
have any impact on the Group’s financial statements, given
that it has not used a revenue-based method to depreciate
its non-current assets.

Amendments to |AS 16 and IAS 41, Agriculture: Bearer
Plants

The amendments change the accounting requirements for
biological assets that meet the definition of bearer plants.
Under the amendments, biological assets that meet the
definition of bearer plants will no longer be within the scope
of IAS 41 Agriculture. Instead, IAS 16 will apply. After ini-
tial recognition, bearer plants will be measured under IAS
16 at accumulated cost (before maturity) and using either
the cost model or revaluation model (after maturity). The
amendments also require that produce that grows on bear-
er plants will remain in the scope of IAS 41 measured at fair
value less costs to sell. For government grants related to
bearer plants, IAS 20 Accounting for Government Grants
and Disclosure of Government Assistance will apply.
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The amendments are applied retrospectively and do not
have any impact on the consolidated financial statements as
the Group does not have any bearer plants.

Amendments to IAS 27, Equity Method in Separate
Financial Statements

This amendment will allow entities to use the equity meth-
od 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 have to apply
that change retrospectively.

These amendments will not have an impact on the Group’s
financial statements.

Amendments to IAS 1, Disclosure Initiative
The amendments to IAS 1 Presentation of Financial
Statements 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;
that the share of OCI of associates and joint ventures
accounted for using the equity method must be pre-
sented 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 prof-
it or loss and OCI.
These amendments will not have an impact on the Group’s
financial statements.

Amendments to IFRS 10, IFRS 12 and IAS 28, Investment
Entities: Applying the Consolidation Exception

The amendments address issues that have arisen in ap-
plying the investment entities exception under IFRS 10
Consolidated Financial Statements. The amendments to
IFRS 10 clarify that the exemption from presenting consoli-
dated financial statements applies to a parent entity that is a
subsidiary of an investment entity, when the investment en-
tity 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 en-
tity is consolidated. All other subsidiaries of an investment
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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 associ-
ate or joint venture to its interests in subsidiaries.

These amendments are applied retrospectively and do not
have any impact on the Group’s financial statements as the
Group does not apply the consolidation exception.

Annual Improvements 2012-2014 Cycle
These improvements include:

IFRS 5, Non-current Assets Held for Sale and Discontinued
Operations

Generally, the Company disposes assets (or disposal groups)
either by sale or distribution between the owners. The
amendment clarifies that changing from one of these dis-
posal 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 is applied
prospectively.

IFRS 7, Financial Instruments: Disclosures

(i) Servicing contracts

The amendment clarifies that a servicing contract that in-
cludes a fee can constitute continuing involvement in a fi-
nancial 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 disclo-
sures are required. The assessment of which servicing con-
tracts constitute continuing involvement must be done ret-
rospectively. However, the required disclosures need not be
provided for any period beginning before the annual period
in which the entity first applies the amendments.

I1AS 19, Employee Benefits

The amendment clarifies that market depth of high qual-
ity corporate bonds is assessed based on the currency in
which the obligation is denominated, rather than the coun-
try where the obligation is located. When there is no deep
market for high quality corporate bonds in that currency,
government bond rates must be used. This amendment is
applied prospectively.
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New IFRS Standards and Interpretations adopted by the
EU but not yet Effective

The standards and interpretations disclosed below have
been issued and adopted by the EU; but are not yet effec-
tive up to the date of issuance of the consolidated financial
statements. The Group intends to adopt these standards
and interpretations, if applicable, in the preparation of its fi-
nancial statements when they become effective. The Group
did not early adopt any of the below standards.

IFRS 9, Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9
Financial Instruments, which includes the requirements
of all phases of the IFRS 9 improvement project and re-
places IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. The re-
vised standard introduces new requirements for the classi-
fication and measurement of financial assets and liabilities,
the recognition of their impairment, and hedge accounting.
The revised IFRS 9 is effective for annual periods beginning
on or after 1January 2018, with early application permitted.
Retrospective application is required, but comparative in-
formation is not compulsory.

The adoption of the revised IFRS 9 will have an effect on the
classification and measurement of the Group’s financial as-
sets, but no impact on the classification and measurement
of its financial liabilities.

Regarding the implementation of IFRS 9, the Group will opt
to apply the temporary exemption from this standard until
the coming into force of IFRS 17 Insurance Contracts. The
Group company carrying on pension insurance business will
adopt the standard on 1 January 2018.

IFRS 15, Revenue from Contracts with Customers

The IASB issued IFRS 15 in May 2014. It 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 principles in IFRS 15 provide
a more structured approach to measuring and recognising
revenue. The new revenue standard will supersede all cur-
rent 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 application is permitted.

The Group is currently assessing the impact of the new
standard and plans to adopt it on the required effective
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date. As the Group’s core business is insurance, we do not
expect any significant impacts from this new standard.

New IFRS Standards and Interpretations not yet Adopted
by the European Union

IFRS 16, Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17
Leases, IFRIC 4 Determining whether an Arrangement con-
tains 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 com-
mencement 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 re-
quired 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 liabili-
ty 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: oper-
ating and finance leases.

IFRS 16 also requires lessees and lessors to make more ex-
tensive disclosures than under IAS 17,

IFRS 16 is effective for annual periods beginning on or after
1 January 2019. Early application is permitted, if the Group
already reports in line with the requirements of 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 14, Regulatory Deferral Accounts

IFRS 14 is an optional standard that allows an entity, whose
activities are subject to rate-regulation, to continue apply-
ing most of its existing accounting policies for regulatory
deferral account balances upon its first-time adoption of
IFRS. Entities that adopt IFRS 14 must present the regula-
tory deferral accounts as separate line items on the state-
ment of financial position and present movements in these
account balances as separate line items in the statement
of profit or loss and OCI. The standard requires disclo-
sure of the nature of, and risks associated with, the entity’s
rate-regulation and the effects of that rate-regulation on its
financial statements.

Amendments to IFRS 10 and IAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture

The amendments address the conflict between IFRS 10 and
IAS 28 in dealing with the loss of control of a subsidiary that
is sold or contributed to an associate or joint venture. The
amendments clarify that the gain or loss resulting from the
sale or contribution of assets that constitute a business, as
defined in IFRS 3, between an investor and its associate or
joint venture, is recognised in full. Any gain or loss resulting
from the sale or contribution of assets that do not consti-
tute a business, however, is recognised only to the extent
of unrelated investors’ interests in the associate or joint
venture. The IASB has deferred the effective date of these
amendments indefinitely, but an entity that early adopts the
amendments must apply them prospectively.

The Group estimates that the amendment will not have a
significant impact on the consolidated financial statements.

IAS 12, Recognition of Deferred Tax Assets for Unrealised
Losses - Amendments to IAS 12

The amendments clarify that an entity needs to consid-
er whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of
that deductible temporary difference. Furthermore, the
amendments provide guidance on how an entity should de-
termine future taxable profits and explain the circumstanc-
es in which taxable profit may include the recovery of some
assets for more than their carrying amount.

Entities are required to apply the amendments retrospec-
tively. However, on initial application of the amendments,
the change in the opening equity of the earliest compara-
tive period may be recognised in opening retained earnings
(orin another component of equity, as appropriate), without
allocating the change between opening retained earnings
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and other components of equity. Entities applying this relief
must disclose that fact.

These amendments are effective for annual periods begin-
ning on or after 1 January 201/. Early application is permit-
ted. If an entity applies the amendments for an earlier peri-
od, it must disclose that fact. The Group estimates that the
amendment will not have a significant impact on its consoli-
dated financial statements.

IAS 7, Disclosure Initiative - Amendments to IAS 7

The amendments to IAS 7 Statement of Cash Flows are part
of the IASB’s Disclosure Initiative and require an entity to
provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing ac-
tivities, including both changes arising from cash flows and
non-cash changes. On initial application of the amendment,
entities are not required to provide comparative informa-
tion for preceding periods.

These amendments are effective for annual periods begin-
ningonorafter 1January 2017 Early applicationis permitted.
Application of amendments will result in additional disclo-
sure provided by the Group.

Clarifications to IFRS 15, Revenue from Contracts with
Customers
In April 2016, the IASB issued amendments to IFRS 15 to ad-
dress several implementation issues discussed by the Joint
Transition Resource Group for Revenue Recognition.
The amendments clarify:
when a promised good or service is distinct within the
context of the contract;
how to apply the principal versus agent application guid-
ance, including the unit of account for the assessment,
how to apply the control principle in service transactions
and reframe the indicators;
when an entity’s activities significantly affect the intel-
lectual property (IP) to which the customer has rights,
which is a factor in determining whether the entity rec-
ognises revenue for licences over time or at a point in
time;
the scope of the exception for sales-based and us-
age-based royalties related to licences of IP (the royal-
ty constraint) when there are other promised goods or
services in the contract.
Furthermore, they add two practical expedients to the
transition requirements of IFRS 15 for:
(a) completed contracts under the full retrospective
transition approach; and
(b) contract modifications at transition.
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The amendments have an effective date of 1 January 2018,
which is the effective date of IFRS 15. The amendments
are intended to clarify the requirements in IFRS 15, not to
change the standard.

The Group is required to apply these amendments ret-
rospectively. Early application is permitted and must be
disclosed.

The Group is currently assessing the impact of the clarifi-
cation and plans to adopt it on the required effective date.
As the Group’s core business is insurance, we do not expect
any significant impacts from these clarifications.

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 obliga-
tions; and
accounting where a modification to the terms and con-
ditions 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 applica-
tion 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. Early
application is permitted. The Group is assessing the poten-
tial effect of the amendments on its consolidated financial
statements.

IFRS 17, Applying IFRS 9 Financial Instruments with IFRS
17, Insurance Contracts - Amendments to IFRS 17

The amendments address concerns arising from imple-
menting the new financial instruments standard, IFRS 9,
before implementing the new insurance contracts standard
that the Board is developing to replace IFRS 4. The amend-
ments introduce two options for entities issuing insurance
contracts: a temporary exemption from applying IFRS 9 and
an overlay approach.

The amendments are effective for periods beginning on or
after 1 January 2018. The Group will opt to apply the tem-
porary exemption from the application of IFRS 9 until the
enforcement of IFRS 17.
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Annual Improvements to IFRS Standards 2014-2016 Cycle

Include amendments to three Standards:
IFRS 12 Disclosure of Interests in Other Entities: The
standard is effective for annual periods beginning on
or after 1 January 2018. The amendments clarify the
scope of the standard by specifying that the disclosure
requirements in the standard, except for those in para-
graphs B10-B16, apply to an entity’s interests listed in
paragraph 5 that are classified as held for sale, as held
for distribution or as discontinued operations in accord-
ance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.
IFRS 1 First-time Adoption of International Financial
Reporting Standards. The standard is effective for an-
nual periods beginning on or after 1 January 2018. The
amendments deleted the short-term exemptions in par-
agraphs E3-E7 of IFRS 1, because they have now served
their intended purpose.
IAS 28 Investments in Associates and Joint Ventures. The
standard is effective for annual periods beginning on or
after 1 January 2018. The amendments clarify that the
election to measure at fair value through profit or loss
an investment in an associate or a joint venture that is
held by an entity that is a venture capital organisation, or
other qualifying entity, is available for each investment
in an associate or joint venture on an investment-by-in-
vestment basis, upon initial recognition,

The Group is assessing the potential effect of the amend-

ments on its consolidated financial statements.

IFRIC Interpretation 22, Foreign Currency Transactions
and Advance Consideration

The interpretation addresses the exchange rate to use in
transactions that involve advance consideration paid or re-
ceived in a foreign currency.

The Interpretation covers foreign currency transac-
tions when an entity recognises a non-monetary asset or
non-monetary liability arising from the payment or receipt
of advance consideration before the entity recognises the
related asset, expense or income. It does not apply when
an entity measures the related asset, expense or income on
initial recognition at fair value or at the fair value of the con-
sideration received or paid at a date other than the date of
initial recognition of the non-monetary asset or non-mone-
tary liability. Also, the Interpretation need not be applied to
income taxes, insurance contracts or reinsurance contracts.
IFRIC 22 is effective for annual periods beginning on or af-
ter 1January 2018. Early application is permitted. The inter-
pretation can be applied either prospectively to all foreign
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currency assets, expenses and income in the scope of the
interpretation initially recognised on or after the beginning
of the reporting period an entity first applies the interpreta-
tion in or the beginning of a prior reporting period present-
ed as comparative information.

The Group is assessing the potential effect of the amend-
ments on its consolidated financial statements.

Amendments to IAS 40, Transfers of Investment Property
The amendments clarify the requirements on transfers to,
or from, investment property.

The amendments are effective for periods beginning on or
after 1January 2018. Early application is permitted.
Amendments are applied to changes in use that occur on or
after the beginning of the annual reporting period in which
the entity first applies the amendments. Retrospective ap-
plication is also permitted if that is possible without the use
of hindsight.

The Group is assessing the potential effect of the amend-
ments on its consolidated financial statements.

18.1. Risk management

The most important risks that the Group members are ex-
posed to are underwriting risks (underwriting process risk,
pricing risk, claims risk, net retention risk, reserving risk and
risks associated with the retrocession programme and life
insurance business), market risks (interest rate risk, equity
risk, currency risk, concentration risk and asset-liability mis-
match risk), insolvency risk, credit risk and operational risk.
Toillustrate concentration risk for insurance contracts, a ta-
ble showing a breakdown of insurance premiums by region
is provided in section 18.4.36 “Information on operating
segments”.

The following table shows the changes in the Group’s risk
profile in 2016 compared to 2015.

Change in the Group’s risk profile compared to the
previous year

Risk described
in section
Operational risks * 18.7.5
Strategic risks k3 18.7.6
Financial risks 18.7.4
Interest rate risk * 18.7.4.11
Equity risk » 18.7.4.1.2
Currency risk » 18.7.4.1.4
Liquidity risk » 18.7.4.2
Credit risk L 4 18.7.4.3
Life underwriting risks 18.7.3.8
Non-life underwriting risks
Underwriting process risk * 18.7.3.1
Pricing risk » 18.7.3.2
Claims risk » 18.7.3.3
Net retention risk » 18.7.3.4
Reserving risk » 18.7.3.5
Retrocession programme » 18.7.3.6
Estimated exposure to underwriting risks » 18.7.3.7

Key

* The risk increased in 2016 compared to 2015.

» The risk remained broadly flat in 2016 compared to 2015.

L 4 The risk decreased in 2016 compared to 2015.

18.11.  Capital adequacy and capital

management of the Sava Re Group

On1January 2016%, the Solvency Il regime came into force.
This new regime requires that a risk-based approach be used
in the calculation of capital adequacy. For calculating its
capital requirements under Solvency Il, the Group uses the
standard formula. The solvency capital requirement is cal-
culated annually, while eligible own funds supporting solven-
cy requirements are calculated on a quarterly basis.

Pursuant to regulations, the Group calculated its capital ad-
equacy position as at 1 January 2016.

30 During the preparation of the audited annual report, the Sava Re Group is yet to obtain audited Solvency Il data for 2016.
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Capital adequacy of the Sava Re Group

As at 1 January

€) 2016 (unaudited)
Eligible own funds 402,631,227
Minimum capital requirement 108,404,852
Solvency capital requirement (SCR) 200,083,726
Solvency ratio 201.2 %

The Group’s eligible own funds as at 30 September 2016
totalled € 415.6 million and were slightly higher than as at
1 January 2016. It needs to be noted that dividend payments
for 2016 are not considered in quarterly calculated eligible
own funds, while eligible own funds as at 31 December 2016
are net of the expected dividends. We assume that the level
of eligible own funds at the end of the year is slightly above
the level as at 1 January 2016.
We also expect that the solvency ratio as at 31 December
2016 is broadly on the same level as at 1 January 2016.
In addition to the regulatory solvency capital requirement,
there are other criteria thatimpact the capital requirements
of the Sava Re Group, of which the following are the most
important:
credit rating,
properties of the standard formula (primarily structure
and dependence on current market conditions) and
resilience of capital adequacy to stress tests and
scenarios.

With a view to establishing a framework for capital man-
agement, the Sava Re Group, as part of its risk strategy, set
down criteria for the required level of the solvency ratio in
accordance with the Solvency Il regime. Thus, required sol-
vency ratios are calculated in accordance with the standard
formula for each Group company and the Group as a whole.
The Group’s capital management policy sets down its main
capital management objectives and related key activities,
the classification of eligible own funds, a description of the
procedures to ensure an adequate capital structure and of
the process of preparing a medium-term plan.

Here the Group’s fundamental direction is optimal capital
allocation and avoidance of over- and undercapitalisation of
individual Group companies. We want to ensure that each
Group company has a sufficient level of surplus over the sol-
vency capital requirement to be able to absorb minor unex-
pected deviations and deviations related to the structure of
the standard formula. We plan to regulate any major unex-
pected deviations using the surplus of eligible own funds of
Sava Re.
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The level of the solvency ratio required by the Sava Re Group
as set down in the Group’s risk strategy are the following:

Overcapitalisation

» Additional engagement /

over 230 % return of capital

Potential reallocation
of capital

Appropriate capitalisation
200%- 230 %

Optimisation of
the investment and
underwriting strategy

Target capitalisation
170 % - 200 %

Potential reallocation
of capital

Suboptimal capitalisation
140 % - 170 %

Measures to
safeguard solvency

Under-capitalisation

under 140 %

We expect that, as at 31 December 2016, the Sava Re
Group’s solvency ratio was at the upper limit of the target
capitalisation ratio range. And the Sava Re Group will be
striving to maintain such a capital position in the future.

Detailed results of the Group’s capital adequacy calcula-
tion as at 31 December 2016 will be presented in the Sava
Re Group’s Solvency and Financial Condition Report dated
May 2017.

18.7.2.  Risks arising from investment

contracts

The Group’s investment contracts include a group of life cy-
cle funds called MOJI skladi Zivljenjskega cikla (MY Lifecycle
Funds), relating to supplementary pension business of Moja
nalozba during the accumulation phase. The company start-
ed managing the group of long-term business funds MOJ!
skladi Zivljenjskega cikla on 1 January 2016. They comprise
three funds: MOJ dinami¢ni sklad (MY Dynamic Fund, MDF),
and MOJ uravnotezeni sklad (MY Balanced Fund, MBF),
and MOJ zajamceni sklad (MY Guaranteed Fund, MGF).
Investment contract liabilities are not included in the con-
solidated technical provisions item, and are, therefore, not
included in the presentation of underwriting risk. Investment
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contract assets are not included in the consolidated finan-
cial investments item, and are, therefore, not included in the
presentation of financial risks. In addition, there is a risk of
failing to achieve the guaranteed return associated with in-
vestment contract assets and liabilities for the long-term
business fund with a guaranteed return (MGF).

The members of the supplementary pension insurance
scheme thus bear the entire investment risk arising out of
the two funds MDF and MBF, while with the MGF, they bear
the investment risk above the guaranteed return. The guar-
anteed return of the MGF is 60 % of the average annual in-
terest rate on government securities with a maturity of over
one year. Investment contract liabilities of MGF include lia-
bilities for guaranteed funds (net contributions plus guar-
anteed return) and additional liabilities to cover any deficit
resulting from the difference between the actual and the
required rate of return (liability to exceed the return). For
each member, the fund administrator keeps a personal ac-
count with accumulating net contributions and assets to ex-
ceed the guaranteed return (provisions); for MGF, addition-
ally the guaranteed return is maintained. Liabilities to the
members of the MDF and MBF move in line with the value
of investments; members fully bear the investment risk. In
years when the return in excess of the guaranteed return is
realised, liabilities to the members of the MGF for assets in
excess of the guaranteed levels of assets are increased; if,
however, the realised return is below the guaranteed lev-
el, this part of liabilities decreases until the provision is ful-
ly exhausted. The described control of guaranteed return is
carried out at the level of individual members’ accounts. In
the event that individual provisions of any account are not
sufficient to cover the guaranteed assets, the company is
required to make provisions for the difference, which may
exceed 20 % of the capital. Any excess must be covered by
the company’s own funds (no such payments were required
in 2016).

The risk of failing to realise guaranteed returns is managed
primarily through the appropriate management of policy-
holder assets and liabilities, an appropriate investment strat-
egy, an adequate level of the company’s capital and through
provisioning.

18.1.3.  Underwriting risk

Underwriting risks are risks related to the main activity pur-
sued by insurance companies, i.e. the assumption of risks
from policyholders. Underwriting risks mainly comprise un-
derwriting process risk (insurance and reinsurance), pricing
risk, claims risk, retention risk and reserving risk. Some other

176

underwriting risks, e.g. product design risk, economic envi-
ronment risk and policyholder behaviour risk, may be rele-
vant. However, these risks are not described in detail in this
report as we believe that their effects are indirectly includ-
ed in the main underwriting risks.

The basic purpose of both non-life and life insurance is the
assumption of risk from policyholders. In addition to the
risks assumed directly by the Group’s primary insurance
companies, the controlling company also indirectly assumes
reinsurance risks from cedants outside the Group. The
Group retains a portion of the assumed risks, retroceding
any portions that exceeds its capacity. The Group classifies
its insurance and reinsurance contracts as insurance and in-
vestment contracts within the meaning of IFRS 4. Below is
a detailed outline of the risks arising out of insurance con-
tracts, as required under IFRS 4.

Below, we first discuss the underwriting risks associated
with non-life insurance and then the underwriting risks as-
sociated with life insurance.

18.131.  Underwriting process risk - non-life
business

The underwriting process risk is the risk of incurring finan-
cial losses caused by the Group’s incorrect selection and
approval of risks to be (re)insured. The Group mitigates this
risk mainly by complying with established and prescribed
underwriting procedures (especially with large risks); cor-
rectly determining the probable maximum loss (PML) for
each risk; complying with internal underwriting guidelines
and instructions; complying with the authorisation system;
and having in place an appropriate pricing and reinsurance
policy.

Most non-life insurance contracts are renewed annually.
This allows insurers to amend the conditions and rates to
take into account any deterioration in the underwriting re-
sults of entire classes of business, and for major policyhold-
ersin atimely manner.

Where significant risks are involved, underwriting experts of
the controlling company collaborate with the underwriters
of subsidiaries (and risks are mainly reinsured with the con-
trolling company). Additionally, in respect of risks exceeding
the limits set out in the reinsurance treaties, it is vital that
adequate facultative reinsurance cover is obtained to up-
grade the basic reinsurance programme.

Underwriting risks in excess of the Group’s capacity are re-
duced through retrocession contracts.

We estimate that underwriting process risk relating to (re)
insurance business is well managed, although it moderate-
ly increased in 2016 compared to 2015 due to an increase
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in premium volume. This is because net non-life premiums
written by the Group grew by 2.8 % or € 10.0 million com-
pared to 2015.

18.1.3.2.  Pricing risk - non-life business

Pricing risk is the risk that (re)insurance premiums charged
will be insufficient to cover future obligations arising from
(re)insurance contracts. Principally, the Group monitors
pricing risk by conducting actuarial analyses of loss ratios and
identifying their trends and by making relevant corrections.
When premium rates are determined for new products, the
pricing risk can be monitored by prudently modelling loss
experience, by comparing against market practice, and by
comparing the actual loss experience against estimates.

In proportional reinsurance contracts, reinsurance premi-
ums depend on insurance premiums, mostly set by ceding
companies, while the risk premium also depends on the
commission recognised by the reinsurer. Therefore, the
Group manages this risk by having an appropriate under-
writing process in place and by adjusting applicable com-
mission rates. Likewise in respect of non-proportional re-
insurance treaties, the pricing risk is managed by properly
underwriting the risks to be reinsured and by determining
adequate reinsurance premiums. Expected results of re-
insurance contracts entered into on the basis of available
information and set prices must be in line with target com-
bined ratios; the adequacy of prices is verified based on the
results by form and class of reinsurance.

Based on reasonable actuarial expectations of claims move-
ments or loss ratios and expenses or expense ratios and
assuming rational behaviour of all market participants, pre-
mium rates are adequate. However, subsidiaries are facing
rising pricing risk mainly as a result of increasing discounts
on motor policies. The Group considers the overall pricing
risk to have been moderate in 2016 and similar to that in
2015.

18.1.3.3.  Claims risk - non-life business

Claims risk is the risk that the number of claims or the aver-
age claim amount will be higher than expected. This risk may
materialise due to incorrect assessments in the underwrit-
ing process, changes in court practice, new types of loss-
es, increased claims awareness, changes in macroeconomic
conditions and such like.

The claims risk is managed through designing appropri-
ate policy conditions and tariffs, appropriate underwriting,
monitoring risk concentration by site or geographical area
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and especially through adequate reinsurance and retroces-
sion programmes.

Based on the realised loss events and their small impact on
the Group’s profit, we believe that the risk management
measures set out are adequate and we estimate that the
claims risk remained on a similar level as in the previous
period.

18.1.3.4. Netretention risk - non-life business
Net retention risk is the risk that higher retention of insur-
ance loss exposures will result in large aggregate losses due
to catastrophic or concentrated claims experience. This risk
may also materialise in the event of “shock losses”, where
a large number of insured properties are impacted. This
may occur especially through losses caused by natural peril
events, which are generally covered by a basic or an addi-
tional fire policy or by a policy attached to an underlying
fire policy (e.g. business interruption policy or earthquake
policy).

The Group manages this risk by way of adequate profession-
al underwriting of the risks to be insured, partly by meas-
uring the exposure to natural peril events by geographical
area and designing appropriate reinsurance programmes.
In managing these risks, due consideration is given to the
fact that maximum net aggregate losses in any one year are
affected both by the maximum net claim arising from a sin-
gle catastrophic event as well as by the frequency of such
events.

The Group considers the net retention risk to have remained
essentially the same in both 2016 and 2015.

18.1.35. Reserve risk - non-life business
Reserve risk is the risk that technical provisions are not suf-
ficient to cover the commitments of the (re)insurance busi-
ness assumed.

When establishing technical provisions, the Group takes into
account any underreserved technical provisions identified
on the subsidiary company level, recognising any identified
deficiencies at the Group level.

Unearned premiums are established by Group members on
a pro rata basis at the insurance policy level. In addition to
unearned premiums, the Group establishes provisions for
unexpired risks for those classes of insurance where the
combined ratio (loss ratio + expense ratio) is expected to
exceed 100 %.

Due to the difference in reserving (set out later in the re-
port) methodologies used in reinsurance and primary insur-

171



ance business, the run-off analysis was made separately for
primary insurance and reinsurance business.

Subsidiaries analyse claims provision data by accident year,
unlike reinsurers, who analyse data by underwriting year. The
table below shows an adequacy test/analysis of gross claims

provisions established by the Group for liabilities under non-
life primary insurance contracts. Amounts were translated
from local currencies into euros using the exchange rate
prevailing at the end of the year (provisions) or in the middle
of the year (claims paid).

Adequacy analysis of gross claims provisions for past years — non-life insurance business

(€ thousand) Year ended 31 December
Estimate of gross liabilities 201 2012 2013 2014 2015 2016
As originally estimated 263,714 290,548 292,573 31,615 302,652 312,718
Reestimated as of 1 year later 231,678 247,049 248,887 252,018 254956

Reestimated as of 2 years later 212,319 230,393 218114 23191

Reestimated as of 3 years later 201,584 206,999 207,598

Reestimated as of 4 years later 184,152 200,190

Reestimated as of 5 years later 179,010

Cumulative gross redundancy 84,704 90,357 84,975 79,703 47,696

(latest estimate - original estimate)

Cumulative gross redundancy as % of 321% 311% 29.0% 25.6% 15.8 %

original estimate

The cumulative gross redundancies for underwriting years
from 2011 to 2014 increased compared to amounts at the
end of the preceding year, which were 30.2 %, 28.8 %,
25.4 % and 19.1 % of original estimates.

Unlike for primary insurance business, the Group cannot
use triangles based on accident year data for actuarial esti-
mations of loss reserves in respect of reinsurance business.
This is because ceding companies report claims under quota
share contracts by underwriting years. As claims under one-
year policies written during any one year may occur eitherin
the year the policy is written or in the year after, aggregated
data for proportional reinsurance contracts are not broken
down by accident year. Furthermore, some markets renew

treaty business during the year, resulting in additional dis-
crepancies between the underwriting year and the accident
year. Due to these specifics, the Group provides data on re-
insurance claims paid by underwriting year. The estimated
liabilities relate to claims that have already been incurred
(reported and not reported) the settlement of which is pro-
vided for within the claims provision, and claims that have
not yet been incurred the settlement of which is covered by
unearned premiums, net of deferred commission.

The table below therefore shows originally estimated
gross or net liabilities with claims provisions included at any
year-end plus unearned premiums less deferred commis-
sion, which is compared to subsequent estimates of these
liabilities.

Adequacy analysis of gross technical provisions for past years - reinsurance business

(€ thousand) Year ended 31 December
Estimate of gross liabilities 201 2012 2013 2014 2015 2016
As originally estimated 173,525 206,099 199,339 207,416 209963 218,615
Reestimated as of 1 year later 169,377 179,499 170,890 183,590 191,260

Reestimated as of 2 years later 155,552 169,304 160,099 174,579

Reestimated as of 3 years later 155,334 158,181 156,865

Reestimated as of 4 years later 145,246 155,634

Reestimated as of 5 years later 143,162

Cumulative gross redundancy 30,363 50,464 42,473 32,838 18,703

(latest estimate - original estimate)

Cumulative gross redundancy as % of original 17.5% 245% 21.3% 15.8% 89%

estimate
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The cumulative gross redundancies for underwriting years
from 2011 to 2014 increased compared to amounts at the
end of the preceding year, which were 16.3 %, 23.2 %,19.7 %
and 1.5 % of original estimates.

Due to the high cumulative redundancies of both the gross
claims provision for non-life business and the gross techni-
cal provision for reinsurance business, we estimate that re-
serving risk at the end of 2015 is relatively small and similar
to that at year-end 2015.

18.1.3.6. Retrocession programme - non-life
business

To reduce the underwriting risks to which it is exposed, the
Group must have in place an appropriate reinsurance pro-
gramme (in particular a retrocession programme). These
are designed so as to reduce exposure to possible single
large losses or the effect of a large number of single loss-
es arising from the same loss event. The Group considers
its reinsurance programme (including proportional and
non-proportional reinsurance) to be appropriate in view of
the risks it is exposed to. Net retention limits as determined
by the Group are only rarely used. The Group also concludes
co-insurance and reciprocal contracts with other reinsurers
to further disperse risks. The Group’s net retained portfo-
lio, relating to both domestic and foreign cedants, is further
covered for potentially large losses through prudently se-
lected non-proportional reinsurance programmes.

We believe that the reinsurance programme (and in particu-
lar the retrocession programme) is appropriate and similar
in 2016 and 2015.

18.1.3.1.  Estimated exposure to underwriting
risks - non-life business

An increase in realised underwriting risk would essentially
result in an increase in net claims. As the Group has in place
an adequate retrocession programme, it is not exposed to
the risk of a sharp increase in net claims, not even in case
of catastrophic losses. A more likely scenario to which the
Group is exposed to is the deterioration of the net com-
bined ratio as a result of an increase in claims or expenses
along with a decrease in premiums. If the Group’s net com-
bined ratio increased/decreased by 1 percentage point, its
net profit before taxes would decrease/increase by € 3.7
million (2015: € 3.6 million).

The net retention limit per risk is set at € 4 million for the ma-
jority of non-life classes of insurance and a combined limit
of € 4 million is used for the classes fire and natural forces,
other damage to property and miscellaneous financial loss;
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a net retention limit of € 2 million is set for motor liability
and for marine; for life policies, net retention limits are uni-
formly set at € 300,000. In principle, this caps any net claim
arising out of any single loss event at a maximum of € 4 mil-
lion. In case of any catastrophic event, e.g. flood, hail, storm
or even earthquake, the maximum net claim payable is limit-
ed by the priority of the non-proportional reinsurance pro-
gramme (protection of net retention), which is € 5 million
for Group business as well as non-Group business. These
amounts represent the maximum net claim on the Group
level for a single catastrophic event based on reasonable ac-
tuarial expectations. In case of multiple catastrophic events
in any single year, the non-proportional treaties include re-
instatement provisions. Hence, the probability that a large
number of catastrophic events would compromise the sol-
vency position of the Group is negligible. As the number of
catastrophic events randomly fluctuates, an increase in net
claims must always be expected. This may negatively impact
business results, but will not force the Group into insolvency.
The risk that the underwriting risk may seriously compro-
mise the Group’s financial stability is deemed, according to
our assessment, low and there are no significant differences
between 2016 and 2015.

18.1.3.8.  Underwriting risks in life insurance

Significant components of underwriting risk in life insurance
are pricing risk and reserving risk. Pricing risk is the risk that
expenses and incurred claims are higher than anticipated.
Reserving risk represents the risk that the absolute level of
technical provisions has been underestimated. Underwriting
risk components of the life business include biometric risk
(comprising mortality, longevity, morbidity and disability)
and lapse risk. Lapse risk relates to unexpectedly higher or
lower rate of policy lapses, terminations, changes to paid-
up status (cessation of premium payment) and surrenders.
The Group manages concentrated underwriting risks arising
out of life policies through diversification, reinsurance and
through underwriting and risk assessment procedures.

In order to manage underwriting risk, the Group regularly
monitors mortality and morbidity rates, termination of life
policies, looking for specific trends. In addition, it regularly
conducts adequacy testing of provisions. The Group man-
ages underwriting risk by employing underwriting proce-
dures. Underwriting guidelines specify criteria and terms
of risk acceptance. At given premium rates, risk assumption
depends on the age at entry and the requested sum insured.
The Group accepts risks if the insured’s health, as a meas-
ure of risk quality, is in line with table data listing criteria for
medical examinations. An additional factor in the assump-
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tion of risks is lifestyle, including leisure activities and occu-
pation. The Group has in place an appropriate reinsurance
programme in order to limit the impact of underwriting risk;
covers are generally on a proportional basis. The retention
of insurers generally does not exceed € 50,000. Critical
illness is reinsured with a foreign partner (Partner Re).

We estimate that the exposure to underwriting risk relating
to life insurance business remained at the same level as in
2015.

18.7.4.  Financial risks

In the course of their financial operations, individual Group
companies are exposed to financial risks, such as market, li-
quidity and credit risk.

18.141.  Market risks

Financial investments exposed to market risks

Insurers are not exposed to the investment risk relating to
the life insurance business fund for which policyholders de-
fine the investment policy and also fully assume any finan-
cial risks. The exception is the ZS Varnost fund, for which
Zavarovalnica Sava provides the guarantee for assets. For
this reason, these assets are excluded from the below dis-
cussion of financial risks.

The investment contract assets and liabilities are linked
with liability fund assets relating to SVPI managed by the
Company for the benefit of policyholders. Risks arising
out of investment contracts are described in section 18.7.2
“Risks relating to investment contracts”.

Absolute Change in
difference structure
€) In% at In % at 31/12/2016 / 31/12/2016 /
Type of investment 31/12/2016 31/12/2016 31/12/2015* 31/12/2015 31/12/2015 31/12/2015
Deposits 24,737,308 23% 53,052,297 5.2% -28,314,989 -2.8%
Government bonds 595,132,601 56.2%  502,263965 489 % 92,868,636 73%
Corporate bonds* 368,357,333 34.8% 421,301,237 41.0 % -52943904 -6.2%
Shares 16,980,847 1.6 % 18,906,610 1.8% -1925,763 -0.2%
Mutual funds 16,531,807 1.6 % 12,758,487 12% 3,773,320 0.3%
bond and money market 9,565,440 09% 341158 0.0% 0,224,282 09%
mixed funds 1,703,918 0.2% 1,730,327 0.2% -26,409 0.0%
equity funds 5,262,449 05% 10,020,709 1.0 % -4,758,260 -0.5%
other 0.0% 666,292 01% -666,292 -01%
Loans granted and other investments 659,484 0.1% 1,075,435 01% -415951 0.0%
Deposits with cedants 7,835,859 07 % 5,698,774 0.6% 2,137,085 0.2%
Financial investments 1,030,235,239 97.2% 1,015,056,805 98.8 % 15,178,434 -1.5%
Investment property 7933,786 0.7% 8,040,244 0.8% -106,458 0.0%
Cash and cash equivalents** 21,481,381 20% 4,598,802 0.4% 16,882,579 1.6 %
Investment portfolio 1,059,650,406 100.0 % 1,027,695,851 100.0 % 31,954,555

*

bonds.

In 2015 corporate bonds did not include government guaranteed corporate bonds (€ 51.9 million); these were classified as government

**  Fixed-income investments do not include cash and cash equivalents of policyholders who bear the investment risk (2016: € 12.5 million;

2015: € 0.1 million).

18.7411.  Interest rate risk

Interest rate risk is the risk of exposure to losses resulting
from fluctuations in interest rates. These can cause a de-
crease in investments or an increase in liabilities.
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Interest rate risk on the liabilities side only affects life busi-
ness (mathematical provisions). Based on the prescribed
methodology for the calculation of technical provisions for
the purposes of preparing financial statements, on the non-
life business side only temporary and life annuities arising
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out of liability policies are interest-rate sensitive; however,
any change in liabilities due to changes in the capitalised
value of annuities as a result of a decline in interest rates is
negligible and has therefore not been considered in those
calculations.

Interest rate risk is measured through a sensitivity analy-
sis®, by observing the change in the value of investments in
bonds or the value of mathematical provisions in case of a
change in interest rates by one percentage point. The ana-
lysed investments do not include held-to-maturity bonds as
they are measured at amortised cost and thus are not sensi-
tive to changes in market interest rates.

The total value of investments included in the calculation
as at 31 December 2016 was € 841.7 million (31/12/2015:
€ 760.2 million®). Of this, € 582.7 million (31/12/2015:

€ 524.3 million) relates to assets of non-life insurers (includ-
ing Sava Re) and € 259.0 million (31/12/2014: € 235.9 million)
to assets of life insurers.

The sensitivity analysis on the non-life segment at
31 December 2016 showed that in the event of an interest
rate increase by one percentage point, the value of the in-
terest rate sensitive investments would drop by € 22.0 mil-
lion (31/12/2015: € 15.1 million) or 3.8 % (31/12/2015: 2.8 %).
The table below shows in greater detail how the value of in-
vestments changes in response to a change in interest rates
and the impact on the financial statements, where the im-
pact on equity is a result of available-for-sale investments
and the impact on profit or loss a result of investments clas-
sified as at fair value through profit or loss.

Results of the sensitivity analysis on interest-rate sensitive non-life investments

31/12/2016
®©) +100 bp -100 bp
Type of security Value Post-stress Change in Value Post-stress Change in

value value value value
Government bonds 318,233,611 305,537,548 -12,696,063 318,233,611 332,153,233 13,919,622
Corporate bonds 257,788,563 248,745,357 -9,043,206 257,788,563 267,563,232 9,774,669
Bond mutual funds 6,641937 6,391,268 -250,669 6,641937 6,915,149 273,212
Total 582,664,111 560,674,173 -21,989,938 582,664,111 606,631,614 23,967,503
Effect on equity -21988,831 23,966,383
Effect on the income statement -1,107 1,120

31/12/2015
©) +100 bp -100 bp
Type of security Value Post-stress Change in Value Post-stress Change in

value value value value
Government bonds 270,591,097 262,661,412 -7929,685 270,591,097 278,981,430 8,390,334
Corporate bonds 253,729,871 246,542,793 -7187,078 253,729,871 261,336,722 7,606,851
Bond mutual funds 0 0 0 0 0 0
Total 524,320,968 509,204,205 -15,116,762 524,320,968 540,318,152 15,997,185
Effect on equity -15,062,203 15,936,565
Effect on the income statement -54,559 60,620

The sensitivity analysis on interest-rate sensitive life insur-
ance investments showed that in case of an increase in in-

terest rates of one percentage point, the value would de-
crease by € 11.8 million or 4.6 % (31/12/2015: € 9.2 million;

31 In 2016 we changed the methodology of calculating the sensitivity analysis (change in interest rate by 100 bp, change by 200 bp in 2015),
which is why the results of the sensitivity analysis for 2015 differ from those published in the annual report 2015.
32 The sensitivity analysis also covers assets included in the other investments item of the statement of financial position totalling € 0.3

million.
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5.0 %). The table below shows in greater detail how the value
of investments changes in response to a change in interest
rates and the impact on the financial statements, where the
impact on equity is a result of available-for-sale investments

and the impact on profit or loss a result of investments clas-
sified as at fair value through profit or loss.

Results of the sensitivity analysis on interest-rate sensitive life investments

31/12/2016
©) +100 bp -100 bp
Type of security Value Post-stress Change in Value Post-stress Change in

value value value value
Government bonds 144,665,631 137,373,425 -7,292,206 144,665,631 152,771,794 8,106,163
Corporate bonds 111,894,083 107,514,441 -4,379,642 111,894,083 116,583,394 4,689,311
Bond mutual funds 2,449,680 2,338,235 -11,445 2,449,680 2,571,854 122,174
Total 259,009,394 247,226,101 -11,783,293 259,009,394 271,927,041 12,917,647
Effect on equity 11,643,534 12,763,133
Effect on the income statement -139,759 154,514

31/12/2015
€) +100 bp -100 bp
Type of security Value Post-stress Change in Value Post-stress Change in

value value value value
Government bonds 102,984,704 98,561,324 -4,423,380 102,984,704 107,748,180 4.763,477
Corporate bonds 132,874,383 128,140,060 -4734,322 132,874,383 137970,229 5,095,846
Bond mutual funds 0 0 0 0 0 0
Total 235,859,087 226,701,384 -9,157,703 235,859,087 245,718,409 9,859,323
Effect on equity -8,880,436 9,609,241
Effect on the income statement -277267 250,082

The value of the mathematical provision included in the
sensitivity analysis on the liabilities side amounted to € 262.7
million as at 31 December 2016 (31/12/2015: € 252.7 million)
and did not include the part of mathematical provisions that
isnotinterest-sensitive (31/12/2016: € 7.0 million, 31/12/2015:
€ 9.3 million). A sensitivity analysis for liabilities (mathemat-
ical provisions) showed that if the present value of mathe-

Results of the sensitivity analysis on life insurance liabilities

+100 bp

matical provisions is calculated using an interest rate that
is one percentage point higher, the mathematical provi-
sions would decrease by € 17.3 million, or 6.6 % (31/12/2015:
€ 25.2 million; 10.0 %). By contrast, if the provision is calcu-
lated using a 1 percentage point lower interest rate, math-
ematical provisions would increase by € 9.0 million or 3.4 %
(31/12/2015: € 6.7 miillion; 2.6 %).

31/12/2016

-100 bp

Value of mathematical Post-stress value

provisions

Change in value Value of mathematical

Post-stress value Change in value

provision

262,716,953 245,369,854 -17,347,099

262,716,953 271,679,805 8,962,853
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+100 bp

31/12/2015

100 bp

Value of mathematical Post-stress value

provision

Change in value Value of mathematical

Post-stress value Change in value

provision

252,714,686 227,492,710 -25,221976

252,714,686 246,064,018 -6,650,668

The results of the sensitivity analysis on the assets and lia-
bilities side show that assets are moderately more sensitive
to changes in interest rates compared to 2015, while math-
ematical provisions are marginally less sensitive. In 2016, the
Company continued matching the maturity of assets and li-
abilities to minimise the net impact of changes in interest
rates on the Group’s financial statements. The difference
between the average maturity of assets and liabilities sepa-
rately for life and non-life business is presented below.

The average maturity of bonds and deposits of non-life
business was 3.74 years at year-end 2016 (31/12/2015: 3.23
years), while the expected maturity of non-life liabilities was
3.27 years (31/12/2014: 3.16 years).

The average maturity of bonds and deposits of life business
was 4.03 years at year-end 2016 (31/12/2015: 3.85 years),
while the expected maturity of life liabilities was 6.45 years
(31/12/2014: 7.0 years).

Based on the above, we estimate that the interest rate risk
at the Group and individual company level is well managed.

Sensitivity assessment of investments to equity risk

Compared to 2015, interest rate risk increased due to the
increase in bond investments, which are sensitive to change
in interest rates. It is important to note that due to the
low-interest.rate environment, the companies are primari-
ly exposed to reinvestment risk, and this is particularly im-
portant for the life insurance segment, which must meet its
commitments regarding guaranteed returns.

18.1412.  Equity risk

Equity risk is the risk that the value of investments will de-
crease due to fluctuations in equity markets.

Equity risk affects shares, equity mutual funds and mixed
mutual funds (in stress tests, we include half of the amount).
To assess the Group’s sensitivity of investments to equity
risk, we can assume a 10 % drop in the value of all equity
securities, which would result in a decrease in the value of
investments by € 2.3 million (31/12/2015: € 3.0 million).

©) 31/12/2016 31/12/2015

Post-stress Change in Post-stress Change in
Value decrease Value value value Value value value
by -10 % 23,095,255 20,785,730 -2,309,526 29,792,483 26,813,234 -2.979,248

Unlike the bond portfolio, which moves inversely to inter-
est rates, the value of equities and mutual funds changes
linearly with stock prices. Thus, a 20 % fall in equity pric-
es would reduce the value of investments by € 4.6 million
(31/12/2015: € 6.0 million).

The Sava Re Group’s exposure to equity risk slightly declined
in 2016 compared to 2015.

SAVA RE GROUP ANNUAL REPORT 2016

183



18.141.3.  Property risk

Exposure to property risk is monitored through a stress test
assuming a 25 % drop in prices. The basis for the calculation
is the balance of investment property.

Sensitivity assessment of investments to changes in real estate prices

€) 31/12/2016 31/12/2015
Post-stress Change in Post-stress Change in
Value decrease Value value value Value value value
by -25% 7,933,786 5,950,340 -1983,447 8,040,244 6,030,183 -2,010,061
Property risk did not change significantly from year-end 2015.
187414.  Currency risk 18.74.2.  Liquidity risk

Currency risk is the risk that changes in exchange rates will
decrease foreign investments or increase liabilities denomi-
nated in foreign currencies.

The Sava Re Group manages currency risk through the ef-
forts of each Group member to optimise asset-liability cur-
rency matching.

Sava Re is the Sava Re Group member with the largest ex-
posure to currency risk. Currency risk levels for Sava Re are
explained in more detail in the notes to the financial state-
ments of Sava Re in section 24.5.3.1.4 “Currency risk”.
Group companies whose local currency is the euro (compa-
nies based in Slovenia, Montenegro and Kosovo) have all lia-
bilities and investments denominated in euro, meaning that
these companies are not affected by currency risk. Other
Group companies whose local currency is not the euro,
transact most business in their respective local currencies,
while due to Group relations, they are to a minor extent sub-
ject to euro-related currency risk.

We estimate that currency risk at the Group level remained
the same in 2016 compared to 2015 since Sava Re is taking
measures to reduce exposure to currency risk.
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Liquidity risk is the risk that because of unexpected or un-
expectedly high obligations, the Company will suffer a loss
when ensuring liquid assets.

Individual Group members manage liquidity risk in line with
the guidelines laid down in the Sava Re Group liquidity risk
management policy. Each Group member carefully plans
and monitors the realisation of cash flows (cash inflows and
outflows), and in the case of liquidity problems, informs the
parent company, which assesses the situation and provides
the necessary funds to ensure liquidity.

Liquidity risk assumed by individual Group members is also
reduced by regular measurement and monitoring based on
selected indicators. An indicator of liquidity risk is the level
of maturity matching of financial assets and liabilities.

The table below shows the value of financial investments
and technical provisions covering life policies by year based
on undiscounted cash flows, while the value of technical
provisions covering non-life business is shown by year and
expected maturity based on triangular development.
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Maturity profile of financial assets and liabilities

Carrying

amount as at Total
©) 31/12/2016 Callable Up to 1year 1-5years  Over 5years No maturity 31/12/2016
Financial investments 1,030,235,239 177,341,485 577,592,915 287,214,735 35,801,964 1,077,951,099
- at fair value through 9,176,694 0 3,330,220 2,794,152 1,607,755 1,737,641 9,469,768
profit or loss
- held to maturity 130,812,195 0 29,964,659 102,833,329 11,917,206 0 144,715,195
- loans and deposits 31,605,347 0 24,027212 7968,379 979,770 0 32,975,361
- available-for-sale 858,641,003 0 120,019,394 463,997,055 272,710,003 34,004,323 890,790,775
Reinsurers’ share of 28,444,628 0 10,377,430 9,752,870 8,314,328 28,444,628
technical provisions
Cash and cash 21,481,381 15,765,619 5,715,762 21,481,381
equivalents
TOTAL ASSETS 1,080,161,248 15,765,619 193,434,677 587,345,785 295,529,063 35,801,964  1,127,877,108
Subordinated liabilities 23,570,771 0 23,570,771 0 0 0 23,570,771
Technical provisions o,221,323 0 343,478,085 358,860,297  208,882941 0 911,221,323
TOTAL LIABILITIES 934,792,094 0 367,048,856 358,860,297 208,882,941 0 934,792,094
Difference assets - 145,369,154 15,765,619 173,614,179 228,485,488 86,646,122 35,801,964 193,085,014
liabilities

Carrying

amount as at Total
€) 31/12/2015 Callable Up to 1year 1-5years Over 5 years No maturity 31/12/2015
Financial investments 1,015,056,805 14,845,838 237,052,266 576,856,069 210,858,083 31,711,574 1,071,323,830
- at fair value through 18,403,777 0 4,334,194 10,713,772 1,014,006 1,728,772 17,790,744
profit or loss
- held to maturity 165,444,270 0 43,813,618 128,708,662 12,199,667 0 184,721947
- loans and deposits 57,721961 14,845,838 37,381,911 7,442,889 944,000 0 60,614,638
- available-for-sale 773,486,797 0 151,522,543 429,990,746 196,700,410 29,982,802 808,196,501
Reinsurers’ share of 23,877,277 0 8,711,127 8,186,851 6,979,298 0 23,877,276
technical provisions
Cash and cash 4,598,802 0 4,598,802 0 0 0 4,710,904
equivalents
TOTAL ASSETS 1,043,644,986 14,845,838 250,474,297 585,042,920 217,837,381 31,711,574 1,099,912,010
Subordinated liabilities 23,534,136 0 11,767,068 11,767,068 0 0 23,534,136
Technical provisions 887,068,500 0 323,806,107 345,890,474 217371918 0  8870068,499
TOTAL LIABILITIES 910,602,636 0 335,573,175 357,657,542 217,371,918 0 910,602,635
Difference assets - 133,042,350 14,845,838  -85,098,878 227,385,378 465,463 31,711,574 189,309,375
liabilities

Liquidity requirements are met by allocating funds to mon-
ey market instruments in the percentage consistent with
the estimated normal current liquidity requirement. In this
regard, each EU-based Group company maintains a liquidi-
ty buffer of highly liquid assets accounting for at least 15 %
of its investment portfolio. Highly liquid assets are intended
to provide liquidity to meet any extraordinary liquidity re-
quirements and are available on an ongoing basis. The oth-
er Group members manage their short-term liquidity re-
quirements through cash in bank accounts and short-term
deposits.

E GROUP ANNUAL REPORT 2016

An additional liquidity cushion is provided by a credit line of
€10 million arranged by Sava Re with two commercial banks
for the purpose of covering the liquidity needs of its Group
members.

Based on the above, we estimate that liquidity risk is well
managed both at the Group and individual company lev-
el and did not change significantly compared to year-end
2015.
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18.7143. Creditrisk

Credit risk is the risk that issuers or other counterparties will
fail to meet their obligations to the Company.

Assets exposed to credit risk include fixed-income invest-
ments (deposit investments, bonds, deposits with cedants,
and cash and cash equivalents), receivables due from rein-
surers and other receivables.

Exposure to credit risk

€) 31/12/2016 31/12/2015
Type of asset Amount Amount
Fixed-income investments* 1,017,544,482 987,228,800
Debt instruments 088,227,242 976,931,224
Deposits with cedants 7,835,859 5,698,774
Cash and cash equivalents* 21,481,381 4,598,802
Receivables due from reinsurers 32,775,804 28,509,096
Reinsurers’ share of technical 28,444,628 23,877,277
provisions

Receivables for shares in claims 4,331,176 4,631,819
payments

Other receivables 123,077,351 126,032,110
Receivables arising out of 51,340,821 51,510,767
primary insurance business

Receivables arising out of 63,674,406 64,125,767
co-insurance and reinsurance

business (excluding receivables

for shares in claims)

Current tax assets 124,720 1,734,294
Other receivables 7937404 8,661,282
Total exposure 1,173,397,637 1,141,770,006

*

Fixed-income investments do not include cash and cash equiva-
lents of policyholders who bear the investment risk (2016: €12.5
million; 2015: € 0.1 million) and loans granted.

Fixed-income investments by issuer credit rating

*k

The total exposure as at 31 December 2015 differs from the one
disclosed in the 2015 annual report due to the inclusion of cash
and cash equivalents in fixed-income investments. Fixed-income
investments also include assets included in the other investments
item of the statement of financial position, totalling € 0.3 million.

Credit risk due to issuer default
Credit risk for investments is estimated based on two
factors:
credit ratings used in determining credit risk for fixed-in-
come investments®® and cash assets®;
performance indicators for other investments.

Below we set out an assessment of credit risk for fixed-in-
come investments (including debt securities, bank deposits,
deposits with cedants, and cash and cash equivalents).

€) 31/12/2016 31/12/2015* Change
Rated by S&P/Moody’s Amount As % of total Amount As 7% of total As % of total
AAA/Aaa 236,493,008 232% 205,415,055 20.8% 24 p.p.
AA/Aa 119,352,552 1.7% 108,688,082 1.0 % 0.7 p.p.
AIA 393,031,864 38.6 % 153,827,334 15.6 % 23.0 p.p.
BBB/Baa 110,749,691 109 % 347917158 352% 244 p.p.
Less than BBB/Baa 91,343,721 9.0 % 99,527,769 10.1% -1 p.p.
Not rated 66,573,646 6.5% 71,853,402 73% -0.7 p.p.
Total 1,017,544,482 100.0% 987,228,800 100.0 %

*

ments differs from the one published in the 2015 annual report.

Fixed-income investments as at 31 December 2015 also include cash and cash equivalents, which is why the value of fixed-income invest-

33 Itincludes bonds, corporate bonds, deposits and deposits with cedants.

34 ltincludes cash and demand deposits.
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As at 31 December 2016, fixed-income investments rated
“A or better accounted for 73.5 % of the total fixed-income
portfolio (31/12/2015: 47.4 %). The share of the best rated
investments improved in 2016 compared with the previous
year. This is mostly due to the upgrading of the sovereign
rating on the Republic of Slovenia from BBB/Baa to grade
A/A and aligns with the investment policy, which requires
that best-rated investments account to at least 45 % of the
portfolio.

Diversification of financial investments by industry

Credit risk due to issuer default includes concentration risk
representing the risk of excessive concentration in a geo-
graphic area, economic sector or issuer.

The investment portfolio of the Sava Re Group is reasonably
diversified in accordance with local law and Group internal
rules in order to avoid large concentration in a certain type
of investment, large concentration with any counterparty or
economic sector or other potential forms of concentration.

®©) 31/12/2016 31/12/2015 Change
Industry Amount As % of total Amount As % of total As % of total
Banking 210,315,960 19.8 % 250,557,708 24.4 % -4.5p.p.
Government 595,184,920 56.2 % 505,721930 492 % 7.0 p.p.
Finance & insurance 65,503,264 6.2% 60,209,098 59 % 0.3 p.p.
Industry 62,439,993 59% 81,306,392 79 % -2.0p.p.
Consumables 48,636,399 4.6% 43,416,055 42% 04p.p.
Utilities 77,569,871 73% 86,484,668 8.4% -1 p.p.
Total 1,059,650,406 100.0 % 1,027,695,851 100.0 %

*  Data as at 31 December 2015 also include cash and cash equivalents, and investment property, which is why figures differ from those

published in the 2015 annual report.

The Sava Re Group’s largest exposure by industry was to
the government (31/12/2016: 56.2 %; 31/12/2015: 49.2 %).
Exposure to the banking sector decreased by 4.5 percent-

Diversification of financial investments by region

age points year on year. Despite the decline in deposit in-
vestments, the Company invested them in covered bonds,
thus increasing the weighting in this asset class.

©) 31/12/2016 31/12/2015 Change
Region Amount  As % of total Amount As % of total As % of total
Slovenia 329,122,108 311% 354,285,779 345% -3.4p.p.
EU members 548,247,185 517 % 490,117,513 477 % 4.0 p.p.
Non-EU members 94,328,566 89% 101,318,439 99 % -1.0 p.p.
Russia and Asia 18,915,979 1.8% 17,822,752 1.7 % 0.1p.p.
Africa and the Middle East 2,619,478 0.2% 1,813,076 0.2% 0.1p.p.
America and Australia 66,417,090 6.3% 62,338,279 61% 0.2p.p.
Total 1,059,650,406 100.0% 1,027,695,851 100.0 %

*

published in the 2015 annual report.

In terms of geography, the Sava Re Group is mostly exposed
to EU Member States. Compared to the previous year, this
proportion increased marginally as a result of the invest-
ment policy of reducing exposure to Slovenia. Exposure to
Slovenia decreased by 3.4 percentage points and is in line
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Data as at 31 December 2015 also include cash and cash equivalents, and investment property, which is why figures differ from those

with the strategy of reducing exposure to Slovenia-based
issuers (a detailed overview is presented in the table below).
Exposure to other regions remained broadly unchanged
year on year.
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Exposure to Slovenia

€) 31/12/2016 31/12/2015 Change
Type of investment Amount As % of total Amount As % of total As % of total
Deposits 3,102,766 0.3% 14,748,737 1.4 % -11p.p.
Government bonds 256,793,600 24.2% 253,521,143 247 % -0.4 p.p.
Corporate bonds 34,225,105 32% 57192,680 5.6% -2.3p.p.
Shares 16,269,334 15% 18,213,225 1.8% -0.2 p.p.
Mutual funds 3,483,276 0.3% 3,737,791 0.4% 0.0p.p.
Cash and cash equivalents 11,378,637 11% 3,045135 03% 0.8 p.p.
Other 3,869,391 0.4% 3,827,068 0.4% 0.0p.p.
Sum total 329,122,108 311% 354,285,779 34.5% -3.4 p.p.

*

published in the 2015 annual report.

As at 31 December 2016, exposure to the ten largest issuers
was € 416.8 million, representing 39.3 % of financial invest-
ments (31/12/2015: € 370.1 million; 37.4 %). The largest sin-
gle issuer of securities that the Group is exposed to is the
Republic of Slovenia. As at 31 December 2016, the exposure
to the ten largest issuers totalled € 235.2 million, represent-
ing 22.2 % of financial investments (31/12/2015: € 232.5 mil-
lion; 22.9 %). No other corporate issuer exceeded the 1.3 %
of financial assets threshold.

Based on the above, we estimate that, particularly through
reducing their exposure to Slovenia and additional diversi-
fication by issuer, region and industry, the Sava Re Group
companies managed their exposure to credit risk well in
2016, reducing it compared to 2015.

Counterparty default risk

The Group is also exposed to credit risk in relation to its ret-
rocession programme. As a rule, subsidiaries conclude re-
insurance contracts directly with the controlling company,
except for subsidiaries’ reinsurance contracts with provid-
ers of assistance services and reinsurance with local reinsur-
ers where required by local regulations. In such cases, local
reinsurers transfer the risks to Sava Re, thus reducing the
effective credit risk exposure relating to reinsurers below
the one correctly shown according to accounting rules.
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Data as at 31 December 2015 also include cash and cash equivalents, and investment property, which is why figures differ from those

As at 31 December 2016 the total exposure of the
Group to credit risk relating to reinsurers was € 32.8 mil-
lion (31/12/2015: € 28.5 million), of which € 28.4 million
(31112/2015: € 239 million) relate to reinsurers’ share of
technical provisions and € 4.3 million (31/12/2015: € 4.6 mil-
lion) to receivables for reinsurers’ and co-insurers’ shares in
claims. As at 31 December 2016, the Group’s total credit risk
exposure relating to retrocessionaires represented 2.0 % of
total assets (31/12/2015: 1.8 %).

Retrocession programmes are mostly placed with first-class
reinsurers which have an appropriate rating (at least A- ac-
cording to Standard & Poor’s for long-term business, and
at least BBB+ for short-term business). Thus, at the end of
2016 and 2015, reinsurers rated A- or better accounted for
over 60 % of the credit risk exposure relating to reinsurers.
When classifying reinsurers by credit rating group, we con-
sidered the credit rating of each individual reinsurer, also
where the reinsurer is part of a group. Often such reinsur-
ers are unrated subsidiaries, while the parent company has a
credit rating. We consider such a treatment conservative, as
ordinarily a controlling company takes action if a subsidiary
gets into trouble.

The tables below show the receivables ageing analysis, in-
cluding the above-mentioned receivables for reinsurers’
shares in claims.
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Receivables ageing analysis

©)

Past dueup Past due more
31/12/2016 Not past due to180 days than 180 days Total
Receivables due from policyholders 36,688,644 9,345,376 3,085,627 49119,647
Receivables due from insurance intermediaries 1,146,175 939,073 37,458 2,122,706
Other receivables arising out of primary insurance business 86,029 6,013 6,426 98,468
Receivables for premiums arising out of assumed reinsurance and co- 51,162,568 9,624,769 2,450,504 63,237,841
insurance
Receivables for reinsurers’ shares in claims 3,158,284 606,406 566,486 4331176
Other receivables from co-insurance and reinsurance 429134 7431 0 436,565
Other short-term receivables arising out of insurance business 1,810,502 823955 16,449 2,650906
Short-term receivables arising out of financing 777,099 68,724 71995 917,818
Current tax assets 124,720 0 0 124,720
Other short-term receivables 3,830,310 439,853 98,517 4,368,680
Total 99,213,465 21,861,600 6,333,462 127,408,527
©)

Past dueup Past due more
31/12/2015 Not past due to180days than 180 days Total
Receivables due from policyholders 37,098,068 9,065,428 3,781,876 49,945,372
Receivables due from insurance intermediaries 769,415 611,082 23,787 1,404,284
Other receivables arising out of primary insurance business 114,592 9,498 37,021 161111
Receivables for premiums arising out of assumed reinsurance and co-
insurance 51,218,164 9,610,038 2,535,256 63,363,458
Receivables for reinsurers’ shares in claims 3,633,779 363,779 634,261 4,631,819
Other receivables from co-insurance and reinsurance 644,654 104,306 13,349 762,309
Other short-term receivables arising out of insurance business 2149,062 1,088,551 82,487 3,320,100
Short-term receivables arising out of financing 689,965 70,247 53,103 813,315
Current tax assets 1,734,294 0 0 1,734,294
Other short-term receivables 3,711,991 266,571 549,305 4,527,867
Total 101,763,984 21,189,500 7,710,445 130,663,929

Receivables are discussed in greater detail in note 9.

18.1.5.  Operational risk

Operational risk is the risk of loss arising from inadequate
or failed internal processes, personnel or systems, or from
external events.

For effective management of operational risk, Sava Re
Group companies have established processes for identify-
ing, measuring, monitoring, managing and reporting of such
risks. Operational risk management processes have been
set up also at the group level and are defined in the opera-
tional risk management policy.

|dentification of operational risks is carried out regularly and
in all organisational units of individual Group companies, es-
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pecially in the introduction of new products, new regulatory
requirements, changes in operations and the transformation
of other internal and external factors that could affect the
amount of operational risk. Each risk is assigned a risk own-
er, who is responsible for regular monitoring and reporting.
The risk management department (if set up in the Group
company) regularly informs the risk management commit-
tee and the management board of any new risks. The risk
management department and risk management committee
may propose measures for managing individual risks.

The Group measures (assesses) operational risks primarily
in terms of qualitative assessment of the probability of loss
and financial impact of risks listed in the risk register, while
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the EU-based companies additionally use scenario analysis
(also as part of the ORSA). Risks of the risk register are indi-
vidually assessed in terms of frequency and financial impact.
Through regular risk assessments, the Group companies ob-
tain insight into the level of their exposure to such risks.
Risk registers are maintained both at the company and
Group level, where risks are assessed that either occur only
at the Group level or are compounded at the level of the
Group. Risk assessment is conducted in the same manner as
at the individual company level.
Capital requirements for operational risk under the
Solvency Il standard formula are calculated by Group com-
panies and the Group at least annually. This calculation of
operational risk, however, has only limited practical value
as the formula is not based on the actual exposure of the
Group to operational risk, but on an approximation calculat-
ed mainly based on consolidated premiums, provisions and
expenses.
Group companies regularly report on operational risks to
the risk management committee, each company’s man-
agement board and the Group’s risk management service.
Significant changes in the operational risk profile must be
reported immediately.
To manage operational risk, the Group companies have in
place an effective internal control system and a business
process management system.
Operational risk generally arises together with other risks
(e.g. underwriting risk, market risk), having a tendency to
compound them. Inconsistencies in the underwriting pro-
cess, for example, may significantly increase underwriting
risks.
The main measures of operational risk management on the
individual company and the Group level include:
maintaining an effective business processes manage-
ment system and system of internal controls;
awareness-raising and training of all staff on their role in
the implementation of the internal control system and
management of operational risks;
implementing security policies regarding information
security;
having in place a business continuity plan for all critical
processes in order to minimise the risk of unprepared-
ness for incidents and external events and any resulting
business interruption;
having in place IT-supported processes and controls in
the key areas of business of every Group company;
internal audit reviews.
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Operational risk categories are not among the most impor-
tant risk types that the Group is exposed to. Nevertheless,
some of them are quite important, such as:
risk associated with supervision and reporting,
risk of internal and external fraud,
risk of loss of key, professional and high-potential staff,
risk of physical loss of assets due to natural disaster or
fire

)

risk of loss relating to information technology.

We estimate that in 2016, the Group’s exposure to opera-
tional risk slightly increased compared to 2015 mainly be-
cause of its complex project of merging four of its EU-
based insurers and the setting up of business processes at
Zavarovalnica Sava.

18.1.6.  Strategic risk

Strategic risk is the risk of an unexpected decrease in a
Group’s value due to the adverse effects of management
decisions, changes in business and legal environment and
market developments. Such adverse events could impact
the Group’s income and capital adequacy.
The Sava Re Group is exposed to a variety of internal and
external strategic risks. The main strategic risks include as
below:

risks associated with the merger of the Group’s insurers

in 2016,

strategic investment risk,

political risk,

risk of strategic direction regarding the Company’s

business,

reputation risk,

regulatory risk.

Such risks are identified by individual organisational units of
Group companies, management boards, risk management
committees and risk management functions. Strategic risks
are additionally identified by the Group’s risk management
committee.

Strategic risks are by their nature very diverse, they are dif-
ficult to quantify and are heavily dependent on diverse (ex-
ternal) factors.

Strategic risks are not included in the calculation of the
solvency capital requirement in accordance with the
Solvency Il standard formula. The Group’s strategic risks are
assessed qualitatively in the risk register by assessing the
frequency and potential financial impact of each event. In
addition, key strategic risks are evaluated using qualitative
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scenario analysis (also as part of the own risk and solven-
cy assessment). Based on the combination of both analyses,
the Group obtains an overview of the extent and change in
the exposure to this type of risk.

The management of strategic risks is mainly through pre-
vention. Individual strategic risks are mitigated through pre-
ventive activities. Strategic risks are also managed through
on-going monitoring of the realisation of short- and long-
term goals, by monitoring regulatory changes and market
development.

18.16..  Reputation risk

The Group is aware of the importance of its reputation for
the realising of its business goals and achieving strategic
plansin the long term. Therefore, the risk strategy identifies
reputation risk as one of the Group’s key risks. Group com-
panies must constantly seek to minimise the possibility of
actions that could have a major impact on the reputation of
an individual company or the Group.

In addition, Group companies introduce activities that mit-
igate reputation risk, such as: setting up fit & proper pro-
cedures for staff in key positions, a systematic functioning
of the compliance function, business continuity plans, stress
tests and scenarios, and planning appropriate activities and
responses to events.

Reputation risk is also managed through seeking to improve
services, timely and accurate reporting to supervisory bod-
ies and well-planned publicity. A crucial factor in ensuring
good reputation and successful performance is the quality
of services; therefore, each and every employee is respon-
sible for improving the quality of services and customer
satisfaction.

18.16.2.  Regulatory risk

The Group mitigates and manages regulatory risk through
ongoing monitoring of legal changes and assessing such po-
tential effects on operations in the short and longer term.
All Group companies have established compliance func-
tions to monitor and assesses the adequacy and effective-
ness of regular procedures and measures taken to remedy
any deficiencies in the Group’s compliance with the law and
regarding other commitments.

We estimate thatin 2016 the Group was particularly exposed
to the risks associated with the merger of its EU-based in-
surers, which could have a long-term impact on the Group
and its individual members. The merger of insurers was con-
ducted as a project with defined risks related to the process.
Project risks were regularly monitored by the Group’s risk
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management function and risk management committee in
order to ensure timely identification and resolving of diffi-
culties that arose during the project.

Strategic risk increased compared to 2015 because of cer-
tain major projects that were running in the Group, espe-
cially the project of combining four EU-based insurers.
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18.8. Notes to the consolidated financial statements — statement of financial position
1) Intangible assets

Movement in cost and accumulated amortisation/impairment losses of intangible assets

Deferred Other

acquisition intangible
€) Software Goodwill Property rights costs assets Total
Cost
01/01/2016 9,774,061 16,242,284 1,523,339 3,509,404 15,128,179 46,177,266
Additions 1,100,681 0 0 0 227997 1,328,678
Disposals -374,356 0 -1,523,339 -84,741 0 -1982,436
Impairments 0 -1,693,699 0 0 -15,232 -1,708,931
Exchange differences -18,356 0 0 0 -236 -18,592
31/12/2016 10,482,029 14,548,585 0 3,424,663 15,340,708 43,795985
Accumulated amortisation and
impairment losses
01/01/2016 6,727975 0 983975 0 8,000,000 15,711,950
Additions 940,998 0 0 0 3,000,000 3,940,998
Disposals -365,582 0 -983,975 0 0 -1,349,557
Exchange differences -15,990 0 0 0 0 -15,990
31/12/2016 7,287,402 0 0 0 11,000,000 18,287,402
Carrying amount as at 01/01/2016 3,046,084 16,242,284 539,364 3,509,404 7,128,179 30,465,315
Carrying amount as at 31/12/2016 3,194,627 14,548,585 0 3,424,663 4,340,708 25,508,583

Deferred Other

acquisition intangible
©) Software Goodwill Property rights costs assets Total
Cost
01/01/2015 8,607,859 17,654,308 1,523,339 3,662,804 15,134,933 46,583,242
Additions - acquisition of subsidiary 95,818 1,529,820 0 0 0 1,625,638
Additions 1,128,839 0 0 271,276 52,982 1,453,097
Disposals -61,438 0 0 -424,676 -59,647 -545,761
Impairments 0 -2936,678 0 0 0 -2936,678
Exchange differences 2983 -5,166 0 0 -89 -2,272
31/12/2015 9,774,061 16,242,284 1,523,339 3,509,404 15,128,179 46,177,266
Accumulated amortisation and
impairment losses
01/01/2015 5,822,257 0 820,024 0 5,000,000 11,642,282
Additions - acquisition of subsidiary 57,390 0 0 0 0 57,390
Additions 952,557 0 163,951 0 3,000,000 416,508
Disposals 107,060 0 0 0 0 -107,060
Exchange differences 2,831 0 0 0 0 2,831
31/12/2015 6,727975 0 983,975 0 8,000,000 15,711,950
Carrying amount as at 01/01/2015 2,785,602 17,654,308 703,315 3,662,804 10,134,933 34,940,960
Carrying amount as at 31/12/2015 3,046,086 16,242,284 539,364 3,509,404 7,128,179 30,465,315
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The 2016 impairment loss on goodwill relates to lllyria (in
2015 to lllyria and Sava Zivotno osiguranje (SRB)), which is
also evident from the note on the movement in goodwill.

Movement in goodwill

Goodwill relates to the acquisition of the following compa-
nies: Sava nezivotno osiguranje (SRB), lllyria, Sava osiguru-
vanje (MKD), Sava osiguranje (MNE), Zavarovalnica Maribor,
Sava Agent, and Moja nalozba. As at year-end 2016, good-
will totalled € 14.5 million (31/12/2015: € 16.2 million). Each
of the listed companies is treated as a cash-generating
unit. The table below shows the value of goodwill for each
cash-generating unit.

Movement in goodwill in 2016

€
Total amount carried over at 31/12/2015 16,242,284
Disposals in current year -1,693,699
lllyria 1,693,699
Balance at 31/12/2016 14,548,585
Sava neZivotno osiguranje (SRB) 4,510,873
Sava osiguruvanje (MKD) 94907
Sava osiguranje (MNE) 3,648,534
Zavarovalnica Sava 4761733
Sava Agent 2,718
Moja nalozba 1,529,820
Movement in goodwill in 2015
€
Total amount carried over at 31/12/2014 17,654,308
Additions in current year 1,529,820
Moja nalozba 1,529,820
Disposals in current year -2,941,844
Sava neZivotno osiguranje (SRB) -237,681
lllyria -2,698,997
Exchange differences -5,166
Balance at 31/12/2015 16,242,284
Sava neZivotno osiguranje (SRB) 4,510,873
lllyria 1,693,699
Sava osiguruvanje (MKD) 94907
Sava osiguranje (MNE) 3,648,534
Zavarovalnica Maribor 4761733
Sava Agent 2,718
Moja nalozba 1,529,820
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Compared to year-end 2015, goodwill decreased by € 1.7
million due to impairment losses on goodwill belonging to
[llyria.

Method of calculating value in use
Value in use for each cash-generating unit is calculated us-
ing the discounted cash flow method (DCF method). The
budget projections of the CGUs and their estimate of the
long-term results achievable are used as a starting point.
Value in use is determined by reference to free cash flows
discounted at an appropriate rate.
The discount rate is determined as cost of equity, using the
capital asset pricing model. It is based on the interest rate
applying for risk-free securities and equity premium as well
as insurance business prospects. Added is a country risk
premium and, for some companies, a smallness factor.
The discount rate is made up of the following:
the risk-free rate of return (based on the ten-year av-
erage interest rate on German ten-year government
bonds adjusted for the long-term inflation rate in indi-
vidual countries);
tax rates included in the discount rate are the appli-
cable tax rates in individual countries where compa-
nies operate; the beta factor for industry according to
Damodaran;
national risk premium according to Damodaran.

Discount rates used in goodwill testing:

Discount

Discount factor

factor perpetuity

Serbia 15.0 % 14.0 %
Montenegro 14.0 % 13.0%
Macedonia 14.0% 13.0%
Kosovo 15.0% 14.0 %

The discount rates used in 2016 are lower than those of
2015 primarily due to a lower risk-free rate of return.

The bases for the testing of value in use are prepared in sev-
eral phases. In phase one, the Company obtains five-year
projections of results for each company within the regular
planning process unified Group-wide. These strategic plans
are approved by the controlling company and relevant man-
agement body. In phase two, projections are extended to
five years in order to avoid giving too much weight and influ-
ence to the perpetuity and to projections that, towards the
end of the projected period, show normalised operations of
the companies subject to goodwill testing.
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In all their markets, insurance penetration is relatively low.
However, insurance penetration is expected to increase sig-
nificantly due to the expected convergence of their coun-
tries’ macroeconomic indicators towards EU levels. Western
Balkan markets, which have a relatively low penetration lev-
el, are expected to see a faster growth of gross premiums
compared to the expected growth in GDP.

Goodwill impairment testing

In the impairment testing of goodwill arising out of the ac-
quired companies listed at the beginning of this section, the
recoverable amount of each cash-generating unit exceeded
its carrying amount including goodwill belonging to the unit.
Impairment testing indicated that impairment losses need-
ed to be recognised in lllyria. Impairment losses on goodwill
relate to the non-life operating segment.

2) Property and equipment
Movement in cost and accumulated depreciation/impairment losses of property and equipment assets
Other
property and
€) Land Buildings Equipment equipment Total
Cost
01/01/2016 8,019,657 48,886,307 23,962,466 462,257 81,330,687
Additions 10,817 6,450,192 4,279,225 0 10740234
Disposals 0 -635,118 -3941,727 -239,705 -4,816,550
Exchange differences 0 -76,31 -27.836 -4,548 -108,695
31/12/2016 8,030,475 54,625,070 24,272,128 218,004 87,145,677
Accumulated depreciation and impairment losses
01/01/2016 0 16,060,017 17,799,123 254,237 343,377
Additions 0 1,243,869 3,873,342 8,074 5,125,285
Disposals 0 -175,993 -3,580,289 -181,393 -3,937,675
Exchange differences 0 -20,551 -19,550 -2,335 -42,436
31/12/2016 0 17,107,342 18,072,626 78,583 35,258,551
Carrying amount as at 01/01/2016 8,019,657 32,826,290 6,163,343 208,020 47,217,311
Carrying amount as at 31/12/2016 8,030,475 37,517,728 6,199,502 139,421 51,887,127
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Other

property and

€) Land Buildings Equipment equipment Total
Cost

01/01/2015 735,178 45,765,537 22,938,110 421,329 76,260,154
Additions - acquisition of subsidiary 0 0 267953 0 267953
Additions 884,573 3,668,575 2,446,916 44,632 7,044,696
Disposals -2,293 -501,509 -1,675,548 0 -2,179,350
Impairment losses 0 -41,278 -12,214 -2,094 -55,586
Exchange differences 2,199 -5,018 -2,751 -1,610 -7180
31/12/2015 8,019,657 48,886,307 23,962,466 462,257 81,330,687
Accumulated depreciation and impairment losses

01/01/2015 0 14,795,679 16,765,604 225,234 31,786,517
Additions - acquisition of subsidiary 0 0 209,481 0 209,481
Additions 0 1,199,065 2,275,076 31,850 3,505,991
Disposals 0 -98,305 -1,437,332 0 -1,535,637
Impairment losses 0 167,460 -11,865 -1964 153,631
Exchange differences 0 -3,882 -1,841 -883 -6,606
31/12/2015 0 16,060,017 17,799,123 254,237 343,377
Carrying amount as at 01/01/2015 7,135,178 30,969,858 6,172,506 196,095 44,473,638
Carrying amount as at 31/12/2015 8,019,657 32,826,290 6,163,343 208,020 47,217,311

The Group owns property for own use in acquisition, which
as at 31 December 2016 was burdened with a mortgage. For
this reason, the purchase price has not been fully paid yet.
In addition, at the end of the year one property for own use

had a mortgage recorded in the amount of € 0.4 million,

which is in the process of being cancelled. Property and

lease arrangements.

“Fair values of assets and liabilities”.

equipment assets have not been acquired under financial

The fair values of land and buildings are disclosed in note 27

3) Deferred tax assets and liabilities

©) 31/12/2016 31/12/2015
Deferred tax assets 2,326,063 2,371,857
Deferred tax liabilities -6,038,631 -4,598,731
Total net deferred tax assets/liabilities -3,712,568 -2,226,874
Movement in deferred tax assets

Recognisedin  Recognised in

©) 01/01/2016 the IS the SCI 31/12/2016
Long-term financial investments 2127.8M1 -560,603 -180,728 1,386,480
Short-term operating receivables 204,044 35,254 0 239,298
Provisions for jubilee benefits and severance pay (retirement) 40,002 664,077 -3,794 700,285
Total 2,371,857 138,728 -184,522 2,326,063

The restatement effect of deferred tax assets/liabilities to the new tax rate in 2016 was € 149,035.
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Recognisedin  Recognised in
©€) 01/01/2015 the IS the SCI 31/12/2015
Long-term financial investments 947568 298,772 881,471 212781
Short-term operating receivables 218,289 -14,245 0 204,044
Provisions for jubilee benefits and severance pay (retirement) 36,524 43,809 -40,331 40,002
Total 1,202,381 328,336 841,140 2,371,857

Movement in deferred tax liabilities

Recognisedin  Recognised in
€) 01/01/2016 the IS the SCI 31/12/2016
Long-term financial investments -4,597921 -141,495 -1,299,215 -6,038,631
Provisions for jubilee benefits and severance pay (retirement) -810 0 810 0
Total -4,598,731 -141,495 -1,298,405 -6,038,631

Recognisedin  Recognised in
€) 01/01/2015 the IS the SCI 31/12/2015
Long-term financial investments -5,749,180 818,212 333,047 -4,597921
Provisions for jubilee benefits and severance pay (retirement) -810 -810
Total -5,749,180 818,212 332,237 -4,598,731
4) Investment property

Movement in cost and accumulated depreciation of investment property

€) Land Buildings Total
Cost

01/01/2016 702,158 8,019,892 8,722,050
Additions 282,258 156,952 439,210
Disposals -208,324 -262,498 -470,822
Exchange differences -13 -65,349 -65,462
31/12/2016 775979 7,848,997 8,624,976
Accumulated depreciation and impairment losses

01/01/2016 28,031 653,175 681,806
Additions 0 120,928 120,928
Disposals 0 -108,023 -108,023
Exchange differences 114 -3,407 -3,521
31/12/2016 28,517 662,673 691,190
Carrying amount as at 01/01/2016 673,527 7,366,717 8,040,244
Carrying amount as at 31/12/2016 747,462 7,186,325 7,933,786
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©) Land Buildings Total

Cost

01/01/2015 764,588 5,454,079 6,218,667
Additions 0 3,657,275 3,657,275
Disposals -25,482 -834,595 -860,077
Impairment -38,809 -241,210 -280,019
Exchange differences 1,861 15,657 -13,796
31/12/2015 702,158 8,019,892 8,722,050
Accumulated depreciation and impairment losses

01/01/2015 28,566 1,086,775 1,115,341
Additions 0 81910 81910
Disposals 0 -514,834 -514,834
Exchange differences 65 -677 -612
31/12/2015 28,631 653,175 681,805
Carrying amount as at 01/01/2015 736,022 4,367,304 5,103,325
Carrying amount as at 31/12/2015 673,527 7,366,717 8,040,244

In 2016 the Group generated income of € 315,320 by leasing ~ The Group’s investment properties are unencumbered by
out its investment property (2015: € 191,766). Maintenance  any third-party rights.

costs associated with investment property are either in-  The fair values of investment property are disclosed in note
cludedin the rent or charged to the lessee, in 2016 a total of 27 “Fair values of assets and liabilities”.

€145,877 (2015: € 60,880).

5) Financial investments
At fair value

©) through P/L

Non-derivative

Held-to-ma- Designated to Available Loans and

31/12/2016 turity  this category -for-sale receivables Total
Debt instruments 130,812,195 7,439,052 826,819,512 23,769,488 988,840,247
Deposits and CDs 1,580,825 0 0 23,156,483 24737308
Government bonds 129,016,305 1,644,648 417,668,768 0 548,329,721
Corporate bonds 215,065 5,794,404 409,150,744 0 415,160,213
Loans granted 0 0 0 613,005 613,005
Equity instruments 0 1,737,642 31,775,012 0 33,512,654
Shares 0 524,744 16,456,103 0 16,980,847
Mutual funds 0 1,212,898 15,318,909 0 16,531,807
Other investments 0 0 46,479 0 46,479
Financial investments of reinsurers i.r.o. reinsurance 0 0 0 7,835,859 7,835,859
contracts with cedants
Total 130,812,195 9,176,694 858,641,003 31,605,347 1,030,235,239
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At fair value
€) through P/L
Non-derivative
Held-to-ma- Designated to Available Loans and
31/12/2015 turity  this category -for-sale receivables Total
Debt instruments 165,444,270 16,488,823 743,376,443 52,023,187 977,332,723
Deposits and CDs 1,744,334 0 0 51,307,963 53,052,297
Government bonds 163,402,183 3,481,001 335,380,781 0 502,263,965
Corporate bonds 297753 13,007,822 407995,662 0 421,301,237
Loans granted 0 0 715,224 715,224
Equity instruments 0 1,728,773 29,936,324 0 31,665,097
Shares 0 595,678 18,310,932 0 18,906,610
Mutual funds 0 1,133,095 11,625,392 0 12,758,487
Other investments 0 186,181 174,030 0 360,211
Financial investments of reinsurers i.r.o. reinsurance 0 0 0 5,698,774 5,698,774
contracts with cedants
Total 165,444,270 18,403,777 773,486,797 57,721,961 1,015,056,805
The Sava Re Group held 0.3 % of subordinated debt
(31712/2015: 0.2 %).
No securities have been pledged as security by the Group.
Fair values of financial investments are shown in note 27.
6) Funds for the benefit of policyholders who bear the investment risk
At fair value
through P/L
©€)
Non-derivative
Held-to-ma- Designated to Available Loans and
31/12/2016 turity  this category -for-sale receivables Total
Investments for the benefit of life-insurance policyholders 9,935,635 136,616,498 53,580,945 24,041,998 224.175,076
who bear the investment risk
At fair value
through P/L
€)
Non-derivative
Held-to-ma- Designated to Available Loans and
31/12/2015 turity  this category -for-sale receivables Total
Investments for the benefit of life-insurance policyholders 9,985,587 182,609,105 15,963,694 5,630,731 214,189,117

who bear the investment risk

Investments for the benefit of life-insurance policyhold-

ers who bear the investment risk are investments placed

by the Group insurer in line with requests of life insurance

policyholders.
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1) Reinsurers’ share of technical provisions

€) 31/12/2016 31/12/2015
From unearned premiums 7,203,576 6,176,167
From provisions for claims 21,241,052 18,374900
outstanding

From other technical provisions 0 -673,790
Total 28,444,628 23,877,277

The reinsurers’ and coinsurers’ share of technical provisions
increased by 19.1 % or € 4.6 million, with the largest absolute
increase in the claims provision.

The reinsures’ share of unearned premiums mostly moved
in line with retroceded premiums. An increase of 16.6 % in
2016 is primarily a result of the growth in facultative busi-
ness and assistance business with a higher reinsured share.
The reinsurers’ share of claims provisions moves in line with
the movement of large incurred claims and the schedule
of their related claim payments. The increase in 2016 was
mainly due to reinsurance claims provisions set aside for
losses caused by a hail event in Slovenia and for a large
fire loss. The reinsurers’ share of other technical provisions

8) Investment contract assets and
liabilities

At the end of 2015, the controlling company acquired the
Moja naloZba pension company, previously accounted for
as an associate. The Group had € 121.4 million (2015: € 111.4
million) of investment contract assets and € 121.2 million
(2015: € 1.3 million) of investment contract liabilities. The
Group’s investment contracts include a group of life cycle
funds called MOJI skladi Zivljenjskega cikla (MY lifecycle
funds), relating to supplementary pension business of Moja
nalozba during the accumulation phase. Moja nalozba start-
ed managing the group of long-term business funds MOJI
skladi Zivljenjskega cikla on 1 January 2016. They comprise
three funds: MOJ dinamicni sklad (MY Dynamic Fund), and
MOJ uravnotezeni sklad (MY Balanced Fund), and MOJ za-
jamceni sklad (MY Guaranteed Fund). Further details on the
risks associated with investment contracts are provided in
section 18.7.2.

Investment contract assets

©) 31/12/2016 31/12/2015
comprises provisions for unexpired risks, which pursuant to
IFRS must be established separately for the gross and the Financial investments 115156.806 108,316,390
reinsurance portfolio, where expected net results are poor- Investment property 490,000 0
er than gross results, this provision for the reinsurance port- Receivables 8,041 10142
folio may be negative, while in 2016 the reserved amount Cash and cash equivalents 5711275 3,091712
was released. TOTAL 121,366,122 111,418,244
At fair value
through P/L
Non-derivative
©) Heldto Designated to Available Loans and Investment
31/12/2016 maturity  this category -for-sale receivables property Total
Debt instruments 50,513,403 49,544,769 0 6,638,298 0 106,696,470
Deposits and CDs 0 0 0 6,638,298 0 6,638,298
Bonds 50,513,403 49,544,769 0 0 0  100,058172
Equity instruments 0 8,460,336 0 0 0 8,460,336
Total financial investments 50,513,403 58,005,105 0 6,638,298 0 115,156,806
Cash and receivables 0 0 0 5,719,316 0 5,719,316
Investment property 0 0 0 0 490,000 490,000
Total investment contract assets 50,513,403 58,005,105 0 12,357,614 490,000 121,366,122
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At fair value
through P/L

Non-derivative

€) Heldto Designatedto  Available-for- Loans and

31/12/2015 maturity  this category -sale receivables Total
Debt instruments 54,977,861 40,802,879 0 6,637,397 102,418,137
Deposits and CDs 0 0 0 6,637,397 6,637,397
Bonds 54,977,861 40,802,879 0 0 95,780,740
Equity instruments 0 5,898,253 0 0 5,898,253
Total financial investments 54,977,861 46,701,132 0 6,637,397 108,316,390
Cash and receivables 0 0 0 3,101,854 3,101,854
Total investment contract assets 54,977,861 46,701,132 0 9,739,251 11,418,244
Investment contract assets by level of the fair value hierarchy

Fair value Difference

©) Carrying between FV
31/12/2016 amount (CA) Level 1 Level 2 Level 3 Total fair value and CA
Investment contract assets measured at 58,005,105 47,817,121 8,756,352 1,431,632 58,005,105 0
fair value

At fair value through P/L 58,005,105 47,817,121 8,756,352 1,431,632 58,005,105 0
Designated to this category 58,005,105 47,817,121 8,756,352 1,431,632 58,005,105 0
Debt instruments 49,544,769 39,545,699 8,567,438 1,431,632 49,544,769 0
Equity instruments 8,460,336 8,271,422 188914 8,460,336 0
Investment contract assets not measured 62,871,017 44,474,180 27,096,556 0 71,570,735 8,699,718
at fair value

Held-to-maturity assets 55,776,719 44,474,180 20,002,258 0 64,476,437 8,699,718
Debt instruments 55,776,719 44,474,180 20,002,258 0 64,476,437 8,699,718
Loans and receivables 1,374,982 0 1,374,982 0 1,374,982 0
Deposits 1,374,982 0 1,374,982 0 1,374,982 0
Cash and receivables 5,719,316 5,719,316 0 0 5,719,316 0
Investment property 490,000 0 0 490,000 490,000 0
Total investment contract assets 121,366,122 98,010,617 30,133,591 1,921,632 130,065,840 8,699,718

Fair value Difference

€) Carrying between FV
31/12/2015 amount (CA) Level 1 Level 2 Level 3  Total fair value and CA
Investment contract assets measured at 46,701,132 38,523,522 0 8,177,610 46,701,132 0
fair value

At fair value through P/L 46,701,132 38,523,522 0 8,177,610 46,701,132 0
Designated to this category 46,701132 38,523,522 0 8177610 46,701132 0
Debt instruments 40,802,879 32,647,328 0 8,155,551 40,802,879 0
Equity instruments 5,898,253 5,876,194 0 22,059 5,898,253 0
Investment contract assets not measured 64,717,112 65,622,808 6,647,539 0 72,270,347 7,553,235
at fair value

Held-to-maturity assets 54,977,861 62,531,096 0 0 62,531,096 7,553,235
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Debt instruments 54977861 62,531,096 0 0 62,531,096 7553,235
Loans and receivables 6,637,397 0 6,637,397 0 6,637,397 0
Deposits 6,637,397 0 6,637,397 0 6,637,397 0
Cash and receivables 3,101,854 3,091,712 10,142 0 3,101,854 0
Total investment contract assets 11,418,244 104,146,330 6,647,539 8,177,610 118,971,479 7,553,235
Investment contract liabilities Movement in investments, and income and expenses
relating to investment contract assets measured at fair
© 31/12/2016 31112/2015  value - Level 3
Net liabilities to pension 119,926,669 10,711,674 Debtinstruments
policyholders
T ©) 31/12/2016 31/12/2015
Other liabilities 1,439,561 712,449
TOTAL IN LIABILITY FUND OF 121,366,230 11,424,123 .
VSPI BALANCE SHEET Opening balance 8,155,551 0
Internal relations between the -136,556 -119,740 Additions 1,431,632 0
company and life ins. liability fund Disposal -229,723 0
TOTAL IN BALANCE SHEET 121,229,675 111,304,383 Maturity 1993919 0
Reclassification into other levels -5,931910 0
Additions - acquisition of 0 8,155,551
subsidiary
Closing balance 1,431,632 8,155,551
Income 390,761 0
Expenses -109,439 0
Reclassification between levels - investments measured at fair value
©) Level 1 Level 2 Level 3
At fair value through P/L 0 5,931,910 -5,931,910
Designated to this category 0 5931910 -5931910
Debt instruments 0 5931910 -5,931910

The pension company eliminates internal relations of the
joint balance sheet, thus liabilities to pension policyholders
exceed liabilities from investment contracts. Internal trans-
action between the VSPI liability fund and the pension com-
pany were eliminated in the balance sheet. These include
entry charges and management fees for the current month,
which may be recognised upon conversion or when credited
to personal accounts. The difference between liabilities to
pension policyholders and liabilities from investment con-
tracts in 2015 constituted liabilities to the pension company
from entry charges of € 23937, exit charges of € 2976 and
management fees of € 92,827 in total €119,740. In 2016, the
liabilities to the pension company relating to entry charg-
es were € 29,347 exit charges € 1,757, management fees
€ 99,612, and liabilities for settled obligation on behalf of the
company subsequently charged to funds were€ 5,840, in
total €136,556.
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Liabilities in the balance sheet of the long-term liability
fund of the voluntary supplementary pension insurance are
mostly long-term. These are liabilities relating to the volun-
tary supplementary pension life liability fund for premiums
paid, guaranteed return and the return in excess of guaran-
teed return (provisions).

9) Receivables

Receivables arising out of primary insurance business slight-
ly decreased year on year. Collection statistics and the com-
position of receivables have been improving over the years,
particularly in terms of the ageing profile.

The amount of premium receivables arising out of reinsur-
ance assumed also declined year on year. This is mainly due
to the decline in assumed reinsurance premiums partly as
result of the soft market prevailing in international reinsur-
ance markets and the resulting more selective underwriting.
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Receivables of the controlling company arising out of re-

insurance contracts are not specially secured. Receivables

have been tested for impairment.

Receivables by type

€) 31/12/2016 31/12/2015

Gross amount Allowance Receivables  Gross amount Allowance Receivables
Receivables due from policyholders 77,414,889 28,295,242 4919,647 78,920,875 -28,975,503 49945,372
Receivables due from insurance 2,759,399 -636,693 2122706 1,871,270 -466,986 1,404,284
intermediaries
Other receivables arising out of primary 232,891 -134,423 98,468 301,787 -140,676 161111
insurance business
Receivables arising out of primary 80,407,179 -29,066,358 51,340,821 81,093,932 -29,583,165 51,510,767
insurance business
Receivables for premiums arising out of 63,665,635 -427794 63,237,841 63,733,597 -370,139 63,363,458
reinsurance and co-insurance
Receivables for shares in claims payments 4,408,072 -76,896 4,331,176 4,706,823 -75,004 4,631,819
Oi;her receivables from co-insurance and 436,565 0 436,565 762,309 0 762,309
reinsurance
Receivables arising out of reinsurance 68,510,272 -504,690 68,005,582 69,202,729 -445,143 68,757,586
and co-insurance business
Current tax assets 124,720 0 124,720 1,734,294 0 1,734,294
Other short-term receivables arising out 24,635936 -21985,030 2,650906 26,727,874 -23,407774 3,320,100
of insurance business
Receivables arising out of investments 2,054,426 -1136,608 917,818 2,016,806 1,203,491 813,315
Other receivables 5,618,546 -1,249,866 4,368,680 6,015,464 -1,487,597 4,527,867
Other receivables 32,308,908 -24,371,504 7,937,404 34,760,144  -26,098,862 8,661,282
Total 181,351,079 -53,942,552 127,408,527 186,791,099 -56,127,170 130,663,929
Net receivables ageing analysis
€)

Past dueup to Past due more

31/12/2016 Not past due 180 days  than 180 days Total
Receivables due from policyholders 36,688,644 9,345,376 3,085,627 49119,647
Receivables due from insurance intermediaries 1,146,175 939,073 37,458 2,122,706
Other receivables arising out of primary insurance business 86,029 6,013 6,426 98,468
Receivables arising out of primary insurance business 37,920,848 10,290,462 3,129,511 51,340,821
Receivables for premiums arising out of assumed reinsurance and co- 51,162,568 9,624,769 2,450,504 63,237,841
insurance
Receivables for reinsurers’ shares in claims 3,158,284 606,406 566,486 4,331,176
Other receivables from co-insurance and reinsurance 429134 7431 0 436,565
Receivables arising out of reinsurance and co-insurance business 54,749,986 10,238,606 3,016,990 68,005,582
Current tax assets 124,720 0 0 124,720
Other short-term receivables arising out of insurance business 1,810,502 823955 16,449 2,650906
Short-term receivables arising out of financing 777,099 68,724 71995 917,818
Other short-term receivables 3,830,310 439,853 98,517 4,368,680
Other receivables 6,417,911 1,332,532 186,961 7,937,404
Total 99,213,465 21,861,600 6,333,462 127,408,527
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€

Past due up to

Past due more

31/12/2015 Not past due 180 days  than 180 days Total
Receivables due from policyholders 37,098,068 9,065,428 3,781,876 49,045,372
Receivables due from insurance intermediaries 769,415 611,082 23,787 1,404,284
Other receivables arising out of primary insurance business 114,592 9,498 37,021 161,111
Receivables arising out of primary insurance business 37,982,075 9,686,008 3,842,684 51,510,767
Receivables for premiums arising out of assumed reinsurance and co- 51,218,164 9,610,038 2,535,256 63,363,458
insurance

Receivables for reinsurers’ shares in claims 3,633,779 363,779 634,261 4,631,819
Other receivables from co-insurance and reinsurance 644,654 104,306 13,349 762,309
Receivables arising out of reinsurance and co-insurance business 55,496,597 10,078,123 3,182,866 68,757,586
Current tax assets 1,734,294 0 0 1,734,294
Other short-term receivables arising out of insurance business 2149062 1,088,551 82,487 3,320,100
Short-term receivables arising out of financing 689,965 70,247 53,103 813,315
Other short-term receivables 3,711,991 266,571 549,305 4,527,867
Other receivables 6,551,018 1,425,369 684,895 8,661,282
Total 101,763,984 21,189,500 7,710,445 130,663,929

All receivables are current. For all receivables that have al-
ready fallen due, allowances have been recognised relating
toindividual classes of similar risks into which receivables are

classified. Major items of receivables have been tested indi-
vidually and since only minor indications of impairment have

Movement in allowance for receivables

been found, these are included in collective impairment.

©)

Exchange
31/12/2016 01/01/2016 Additions Reversals Write-offs differences 31/12/2016
Receivables due from policyholders -28,975,503 -1,480,382 235,150 1,885,662 39,831 -28,295,242
Receivables due from insurance -466986 -188,539 15,212 70 3,550 -636,693
intermediaries
Other receivables arising out of 140,676 -5,817 11,531 0 539 -134,423
primary insurance business
Receivables arising out of primary -29,583,165 1,674,738 261,893 1,885,732 43,920 -29,066,358
insurance business
Receivables for premiums arising out -370,139 -155,959 100,720 0 -2,416 -427794
of reinsurance and co-insurance
Receivables for shares in claims -75,004 -1905 0 0 13 -76,896
payments
Other receivables from co-insurance 0 0 0 0 0 0
and reinsurance
Receivables arising out of reinsurance -445,143 -157,864 100,720 0 -2,403 -504,690
and co-insurance business
Current tax assets 0 0 0 0 0
Other short-term receivables arising -23,407774 -685,658 827,388 1,258,776 22,238 -21985,030
out of insurance business
Receivables arising out of investments 1,203,491 -5,567 54150 0 18,300 -1136,608
Other short-term receivables 1,487,597 -40,293 271,322 910 5,792 1,249,866
Other receivables -26,098,862 -731,518 1,152,860 1,259,686 46,330 -24,371,504
Total -56,127,170 -2,564,120 1,515,473 3,145,418 87,847 -53,942,552
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©)
Exchange

31/12/2015 01/01/2015 Additions Reversals Write-offs differences 31/12/2015
Receivables due from policyholders -31,697,371 -1,015,028 1,742,671 1998133 -3,908 -28975,503
Receivables due from insurance -518,685 -21,410 72,681 0 428 -466,986
intermediaries

Other receivables arising out of primary 127,527 -12,844 0 0 -305 -140,676
insurance business

Receivables arising out of primary -32,343,583 -1,049,282 1,815,352 1,998,133 -3,785 -29,583,165
insurance business

Receivables for premiums arising out of -537,862 -127133 198,198 100,323 -3,665 -370,139
reinsurance and co-insurance

Receivables for shares in claims payments -85,282 0 0 10,278 0 -75,004
Receivables arising out of reinsurance -623,144 -127,133 198,198 110,601 -3,665 -445,143
and co-insurance business

Other short-term receivables arising out -24.873,317 -1,254.121 769115 1952,646 -2,097 -23,407.774
of insurance business

Receivables arising out of investments 1,213,352 -3,614 9,073 0 4,402 -1,203,491
Other short-term receivables -1,478,629 -272,463 190,287 72,004 1,204 -1,487,597
Other receivables -27,565,298 -1,530,198 968,475 2,024,650 3,509 -26,098,862
Total -60,532,025 -2,706,613 2,982,025 4,133,384 -3,941 -56,127,170
1[]) Deferred acquisition costs 12) Cash and cash equivalents

Deferred acquisition costs € 31112/2016  31/12/2015
©) 31/12/2016 31/12/2015
Cash in hand 55,067 46946

Short-term deferred acquisition nng421  mee2776  Ceshinbankaccounts 667730 4,587,530
costs Cash equivalents 26916,363 76,428
Short-term deferred reinsurance 5,392115 6,329,709 Total 33,939,160 4,710,904
acquisition costs

Total 16,510,536 17,992,485

Deferred acquisition costs comprise short-term deferred
policy acquisition costs that are gradually taken to acquisi-
tion costs in 2017.

1) Other assets

Other assets

€) 31/12/2016 31/12/2015
Inventories 48,886 53,314
Accrued interest and rent 41555 40,750
Other short-term accrued income 1,276,403 1,079,095
and deferred expenses

Total 1,366,844 1,173,159

The other short-term accrued income and deferred ex-
penses item mainly includes prepaid costs of insurance li-
cences, and other costs paid in advance.
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Cash equivalents comprises demand deposits and, as of
1 January 2016, deposits placed with an original maturity
of up to three months. Had the reclassification of deposits
with an original maturity of up to three months been com-
pleted at 31 December 2015, the balance of cash and cash
equivalents at 31 December 2015 would have been higher
by € 22 million and would have totalled € 26.7 million. With
regard to the above, this item as at 31 December 2016 in-
creased by € 7.2 million compared to the adjusted balance
as at 31 December 2015.

13) Non-current assets held for sale

The amount of non-current assets held for sale has not
changed substantially compared to the prior year. Land and
buildings held for sale are being actively offered for sale and
are available for immediate sale in their present condition.

FINANCIAL STATEMENTS WITH NOTES



14) Share capital

At 31 December 2016, the controlling company’s share
capital was divided into 17,219,662 shares (the same as at
31/12/2015). All shares are ordinary registered shares of the
same class. Their holders are entitled to participate in the
Company’s control and profits (dividends). Each share car-
ries one vote in general meeting and entitles the bearer to a
proportionate share of the dividend payout.

Shares are recorded in the Central Securities Clearing
Corporation (KDD) under the POSR ticker symbol.

As at year-end 2016, the Company’s shareholders’ register
listed 4,308 shareholders (31/12/2015: 4,857 shareholders).

15) Capital reserves

A contra account of capital reserves includes the difference
between market and book value of acquired non-controlling
interests. As shown in the table below, in 2016 the Group
acquired non-controlling interests mainly in its Croatian
subsidiaries (prior to the merger with Zavarovalnica Sava).
Additionally, capital reserves increased as a result of the ef-
fect of the exchange ratio in the merger of its four insurers
into Zavarovalnica Sava.

Movement in capital reserves

€) 31/12/2016  31/12/2015
The Company’s shares are listed in the prime market of the
Ljubljana Stock Exchange. Asat1.1. 43,388,724 44,638,799
Acquisition of non-controlling -6,080 -1,250,075
interests by the Company
Velebit osiguranje -2,500 -480,746
Velebit Zivotno osiguranje -3,580 -769,305
Sava nezivotno osiguranje 0 -18
Sava zivotno osiguranje 0 -6
Merger of insurance companies 298,797 0
(effect of exchange ratio)
Balance as at 31/12 43,681,441 43,388,724
16) Profit reserves
Distributable/
€) 31/12/2016 31/12/2015 non-distributable
Legal reserves and reserves provided for by the articles of association 11,411,550 11,242,766 non-distributable
Reserve for treasury shares 24.938,709 10,319,347 non-distributable
Credit risk equalisation reserve 0 976,191 non-distributable
Catastrophe equalisation reserve 11,225,068 1,225,068 non-distributable
Other profit reserves 98,318,285 89,191,057 distributable
Total 145,893,612 122,954,429

Under the law of certain markets where the Group is pres-
ent, equalisation provisions and catastrophe equalisation
provisions are treated as technical provisions. As this is not
IFRS-compliant, the Group carries these provisions with-
in profit reserves, which is in line with IFRSs. Additions are
made to these provisions by establishing other reserves
from net profit for the year (subject to resolution of the
management and the supervisory boards), while a disman-
tling or release of the provision is taken to retained earnings.
The credit risk equalisation reserve (part of equalisation pro-
visions) was dismantled as of 1January 2016 due to a change
in the Slovenian Insurance Act, resulting in increased re-
tained earnings in 2016.

In line with regulations, the management board or the su-
pervisory board may, when adopting the annual report, al-
locate a part of net profit to other profit reserves, but not
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more than half of the net profit for the period. In 2016 other
profit reserves increased on this basis. Other reserves are
distributable. The management board has the power to pro-
pose the appropriation of reserves as part of appropriation
of distributable profit, which is subject to approval of the
general meeting.
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17) Treasury shares

At 31 December 2016, the Group held a total of 1,721,966
own shares (2015: 741,521) with ticker POSR (accounting
for 10 % less one share of the issued shares) for a value of
€ 24,938,709 (2015: €10,319,347).

On 23 April 2014, the 28th general meeting of shareholders
was held, in which the controlling company was authorised
to buy back its own shares of up to 10 % of the share capi-
tal. The authorisation for acquiring up to a total of 1,721,966
shares was valid for three years. Based on this authorisation,
the controlling company bought back 980,445 shares by
year-end 2016.

Treasury shares are a contra account of equity.

18) Fair value reserve
The fair value reserve comprises the change in fair value of
available-for-sale financial assets.

€) 2016 2015
As at 1 January 12,721,705 18,448,741
Change in fair value 5,245968 -9,405,691
Transfer of the negative fair -594,025 -726,066
value reserve to the IS due to

impairment

Transfer from fair value reserve 1,564,433 3,124,009
to the IS due to disposal

Net gains/losses attributable to 0 -33,187
the Group recognised in the fair

value reserve and retained profit/

loss relating to investments in

equity-accounted associate

companies

Other net profits/losses 0 143,267
Deferred tax -1,479133 1,170,632
Total fair value reserve 17,458,948 12,721,705

* The figure for 2015 differs from the one published in the 2015
annual report because the reserve due to fair value revaluation
of € -37,472 was excluded from the fair value reserve.

As of 1January 201/, actuarial gains or losses arising out of
changes in the present value of the provision for severance
pay upon retirement as a result of changes in actuarial as-
sumptions (other net gains/losses) are no longer disclosed
in the fair value reserve but in a separate statement of fi-
nancial position item “Reserve due to fair value revaluation”.
The table shows the net change in the fair value reserve,
which is an equity component.

19) Net profit/loss and retained earnings
The net profit for 2016 attributable to owners of the con-

trolling company totalled € 32.8 million (2015: € 33.4 mil-
lion). The management and supervisory boards already al-
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located part of the net profit of € 9.1 million to other profit
reserves, while, additionally, reserves for own shares were
established in the amount of € 14.6 million. The remaining
amount of € 9.1 million is recognised as net profit for the
financial year in the statement of financial position.

Net earnings/loss per share

€) 31/12/2016 31/12/2015
Net profit/loss for the period 32,918,213 33,365,451
Net profit/loss attributable 32,82491 33,377,857
to owners of the controlling

company

Weighted average number of 15,791,457 16,483,852
shares outstanding

Net earnings/loss per share 2.08 2.02
Comprehensive income per share

€) 31/12/2016 31/12/2015
Comprehensive income for the 37,660,245 27,618,054
period

Comprehensive income for 37,564,254 27,635,627
the owners of the controlling

company

Weighted average number of 15,791,457 16,483,852
shares outstanding

Comprehensive income per share 2.38 1.68

The weighted number of shares takes into account the an-
nual average calculated on the basis of monthly averages
of ordinary shares less the number of treasury shares. The
weighted average number of shares outstanding in the fi-
nancial period was 15,791,457, Compared to 2015, the
weighted average number of shares outstanding decreased
because of own-share repurchases carried out in 2016. The
controlling company does not have potentially dilutive cap-
ital instruments, which is why basic earnings per share equal
diluted earnings per share.

Retained earnings as at 31 December 2016 increased by
€13.3 million from 31 December 2015.

Retained earnings increased as a result of the transfer of
the net profit for the previous year of € 24.8 million and the
dismantling of the credit risk equalisation reserve of € 1 mil-
lion but decreased by € 12.4 million due to dividend payouts.

FINANCIAL STATEMENTS WITH NOTES



20) Non-controlling interest in equity

Non-controlling interest in equity

€) 31/12/2016 31/12/2015
Sava osiguruvanje (MKD) 285,282 256,281
Velebit osiguranje 0 314,784
Velebit Zivotno osiguranje 0 391,884
Sava Station 3,768 866
Zavarovalnica Sava 471982 0
ZS Vivus 358 0
ZM Svetovanje -445 0
Ornatus KC 63 0
Total 761,008 963,815
21) Subordinated liabilities

The controlling company raised a subordinated loan in the
amount of € 32 million based on two contracts: one for a

3.35 %, with interest payable on a quarterly basis. The loan is
carried at amortised cost. The amortised cost of the subor-

dinated debt totals € 23.6 million.

Subordinated liabilities

Outstanding debt at effective interest rate as at

31/12/2016 23,570,771
Debt currency €
Maturity date 271212026

Conversion into shareholders’ equity option

not applicable

Conversion into other liabilities option

not applicable

Outstanding debt at effective interest rate as at

31/12/2015 23,534,136
Debt currency €
Maturity date 271212026

Conversion into shareholders’ equity option

not applicable

Conversion into other liabilities option

not applicable

drawdown in 2006 and one in 2007, in total 97 % of the

principal amount. The maturity of the loan is 20 years, with
a prepayment option after 10 years. The principal is due at
maturity. The applicable interest rate is a 3-month Euribor +

In 2016, the controlling company paid € 0.8 million in inter-
est on subordinated debt (2015: € 0.85 million) and € 40,160
in withholding tax on interest paid (2015: € 43,085).

22) Technical provisions and the technical provision for the benefit of life insurance policyholders
who bear the investment risk

Movement in gross technical provisions and the technical provision for the benefit of life insurance policyholders who

bear the investment risk

Uses and Additions, Exchange
€) 01/01/2016 Additions releases acquisition differences 31/12/2016
Gross unearned premiums 156,039,680 127,232,565 -125,696,415 102,666 157,678,496
Technical provisions for life insurance 262,052,426 32,458,752 -24.,710,899 -37,464 269,762,815
business
Gross provision for outstanding claims 459,012,655 195,762,019 -180,753,729 1,137,040 475157985
Gross provision for bonuses, rebates and 1,132,456 1,787,642 -1,088,372 -304 1,831,422
cancellations
Other gross technical provisions 8,831,283 6,515,647 -8,547,501 -8,824 6,790,605
Total 887,068,500 363,756,625 -340,796,916 1,193,114 911,221,323
Net technical provisions for the benefit of 207,590,086 41,259,406 -21,855,292 0 226994200
life insurance policyholders who bear the
investment risk
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Uses and Additions, Exchange
€) 01/01/2015 Additions releases acquisition differences 31/12/2015
Gross unearned premiums 148,169,690 131,109,459 -123,076,458 0 -163,0M 156,039,680
Mathematical provisions 256,292141 30,366,501 -28,356,927 3,745,778 4933 262,052,426
Gross provision for outstanding claims 454,759,004 127,640,245 -127,475979 0 4,089,385 459,012,655
Gross provision for bonuses, rebates and 854,819 888,063 -610,505 0 79 1,132,456
cancellations
Other gross technical provisions 9906979 217791 -3,192,082 0 -1,405 8,831,283
Total 869,982,633 292,122,059 -282,711,951 3,745,778 3,929,981 887,068,500
Net technical provisions for the benefit of 195,684,631 33,798,922 -21,893,548 0 81 207,590,086
life insurance policyholders who bear the
investment risk

Movement in technical provisions

Consolidated gross technical provisionsincreased by 2.7 % in

2016, with the largest nominal increase in claims provisions.
Unearned premiums increased by only 11 %, while
growth in direct insurance business offset the drop in
extra-group inwards reinsurance business, both as a re-
sult of movements in gross premiums written.
Mathematical provisions increased by 2.9 %, in line with
the movement of the traditional life insurance portfolio:
Zavarovalnica Sava, the subsidiary with the bulk of the
Group’s mathematical provisions, has a mature portfolio.
Provisions are made based on the expired policy terms
and the payment dynamics relating to maturities and
surrenders. In 2016, the volume of maturities and sur-
renders declined compared to the previous year, while
inflows from savings premiums and the maturity of the
portfolio are the reasons for the increase in the mathe-
matical provision. The consolidated mathematical provi-
sion also increased as a result of the growth and inflows
from savings premiums in other Group companies, in-
cluding Moja nalozba (for pension annuities).
The provision for outstanding claims grew by 3.5 %.
Subsidiaries’ claims provisions increased as a result of re-
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serving after a major hail event in 2016 and some other
individual large claims. The controlling company’s claims
provision for extra-group business increased because of
significant growth in 2015, reflected in the claims provi-
sion with a lag, as well as due to adverse movements in
exchange rates managed through currency matching of
the liability fund.

The provision for bonuses, rebates and cancellations
is a small part of technical provisions; the provision in-
creased in Zavarovalnica Sava.

The provision for unexpired risks (shown under the other
gross technical provisions item) decreased by 23.1% due
to better results expected from non-life insurance busi-
ness in Slovenia.

The provision for the benefit of life insurance policy-
holders who bear the investment risk increased by 9.3 %
as a result of inflows from savings premiums and appre-
ciation of investment funds.
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Calculation of the gross provision for unexpired risks by class of insurance

®©) Primary insurance Reinsurance business

Provision for Expected Provision for
31/12/2016 unexpired risks combined ratio unexpired risks
Personal accident 434716 9.7 % 0
Health 483,497 134.0% 6,454
Land vehicles casco 1,784,779 94.3% 0
Railway rolling stock 0 209 % 0
Aircraft hull 0 89.2% 0
Ships hull 58,470 1211% 187,688
Goods in transit 28,574 79.6 % 0
Fire and natural forces 2,395,612 92.8% 0
Other damage to property 427,054 679 % 0
Motor liability 372,169 93.4 % 0
Aircraft liability 0 77.0% 0
Liability for ships 2,336 67.3% 0
General liability 213,069 01.4 % 0
Credit 0 5.8% 0
Suretyship 106,543 126.1% 16,602
Miscellaneous financial loss 138,922 689 % 0
Legal expenses 0 62.3% 0
Assistance 134,119 62.7% 0
Life insurance 0 66.4 % 0
Unit-linked life 0 61.7% 0
Total 6,579,861 87.0 % 210,745
€) Primary insurance Reinsurance business

Provision for Expected Provision for
31/12/2015 unexpired risks combined ratio unexpired risks
Personal accident 959,441 89.80 % 0
Health 677,306 143.30 % 121984
Land vehicles casco 251,271 88.50 % 0
Railway rolling stock 0 1590 % 0
Aircraft hull 287936 80.40 % 0
Ships hull 204,372 9910 % 0
Goods in transit 33,289 86.50 % 0
Fire and natural forces 2,825,302 87.30 % 0
Other damage to property 1,084,804 78.20 % 0
Motor liability 207,667 90.20 % 0
Aircraft liability 29004 77.00 % 0
Liability for ships 218,344 9.80 % 0
General liability 1,510,369 5740 % 0
Credit 102835 59.30 % 0
Suretyship 171,220 96.70 % 0
Miscellaneous financial loss 70,607 64.00 % 0
Legal expenses 0 42.80 % 0
Assistance 75,533 7990 % 0
Life insurance 0 66.70 % 0
Unit-linked life 0 92.80 % 0
Total 8,709,300 85.60 % 121,984

Combined ratios for primary insurance are not given as amounts relate to several Group members.
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23) Other provisions scribed by IAS 19. Following is a separate presentation of
Other provisions mainly comprise provisions for long-term  changesin the provisions for severance pay upon retirement
employee benefits, as set out in section 18.4.27 “Other pro-  arising from changes in actuarial assumptions, constituting
visions”. The provisions increased mainly because of addi-  are a contra equity item? that are recognised in equity.
tions for current service costs in line with the method pre-

Movement in the provision for severance pay upon retirement and jubilee benefits

Provision for

severance
pay upon Provision for
€) retirement jubilee benefits Total
Balance as at 01/01/2016 4,184,108 2,323,358 6,507,466
Interest expense (IS) -15,846 -11,138 -26984
Current service cost (IS) 358,023 304,515 662,538
Past service cost (IS) 254,479 277,408 531,887
Payout of benefits (-) -58,439 156,424 -214,863
Actuarial gains/losses (IS) 0 251,591 251,591
Actuarial gains/losses (SFP) -389,548 0 -389,548
Exchange differences -947 -327 1,274
Balance as at 31/12/2016 4,331,830 2,988,983 7,320,813

Provision for

severance
pay upon Provision for
€) retirement jubilee benefits Total
Balance as at 01/01/2015 4,140,347 1,875,438 6,015,785
Interest expense (IS) 13,669 5,737 19,406
Current service cost (IS) 343,296 189,731 533,027
Past service cost (IS) -106,226 36,823 -69,403
Payout of benefits (-) -74,318 177275 -251,593
Actuarial gains/losses (IS) 0 392904 392904
Actuarial gains/losses (SFP) -132,659 0 -132,659
Balance as at 31/12/2015 4,184,108 2,323,358 6,507,466

In accordance with the standard, we present a sensitivity analysis for severance pay upon retirement.

Impact on the amount of provision for severance pay upon retirement (€) 31/12/2016 31/12/2015
Decrease in discount rate of 1% 647,528 592,373
Increase in discount rate of 1% -533981 -495,699
Decrease in real income growth of 0.5 % -286,399 -269,461
Increase in real income growth of 0.5 % 311,428 289,699
Decrease in staff turnover of 10 % 144,432 100,209
Increase in staff turnover of 10 % -137,242 -100,625
Decrease in mortality rate of 10 % 31,362 25,068
Increase in mortality rate of 10 % -31,053 -29.724
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In addition to provisions for employees, other provisions include remaining provisions of € 0.8 million (2015; € 0.9 mil-
lion) relating to provisions for litigation and the amounts recognised in accordance with the Vocational Rehabilitation and
Employment of Persons with Disabilities Act from bonuses for exceeding the quota and amounts exempt from pension and
disability insurance contributions. These may be used exclusively for disabled employees of the insurance company for the
purpose set down by law.

Uses and Exchange
©) 01/01/2016 Additions releases differences 31/12/2016
Other provisions 882,229 375,103 -497133 -135 760,064
Uses and Exchange
© 01/01/2015 Additions releases differences 31/12/2015
Other provisions 92514 295,534 -338,327 -92 882,229

24) Other financial liabilities

Other financial liabilities comprise a minor amount of interest liabilities and liabilities for unpaid dividends of the controlling
company for the years 2013, 2014 and 2015.

25) Liabilities from operating activities

Liabilities from operating activities

€ Maturity
2016 1-5 years Up to 1year Total
Liabilities to policyholders 0 2198192 2198192
Liabilities to insurance intermediaries 6,127 2,678,322 2,684,449
Other liabilities from primary insurance business 0 7,027,612 7,027,612
Liabilities from primary insurance business 6,127 11,904,126 1,910,253
Liabilities for reinsurance and co-insurance premiums 19,681 5,935,857 5,955,538
Liabilities for shares in reinsurance claims 0 14,629,538 14,629,538
Other liabilities from co-insurance and reinsurance business 105,320 15,602,302 15,707,622
Liabilities from reinsurance and co-insurance business 125,001 36,167,697 36,292,698
Current tax liabilities 0 587,695 587,695
Total 131,128 48,659,518 48,790,646
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€ Maturity
2015 1-5 years Up to 1year Total
Liabilities to policyholders 0 1,299114 1,299114
Liabilities to insurance intermediaries 6,151 2,010,073 2,016,224
Other liabilities from primary insurance business 1,323 7,652,204 7,653,527
Liabilities from primary insurance business 7,474 10,961,391 10,968,865
Liabilities for reinsurance and co-insurance premiums 17,423 7185115 7,202,538
Liabilities for shares in reinsurance claims 0 19,523,660 19,523,660
Other liabilities from co-insurance and reinsurance business 95,821 12,917,393 13,013,214
Liabilities from reinsurance and co-insurance business 113,244 39,626,168 39,739,412
Current tax liabilities 0 3,759,026 3,759,026
Total 120,718 54,346,585 54,467,303

There has been an decrease in liabilities from reinsurance
and co-insurance business. Current tax liabilities are lower
because during 2016, Group companies made advance pay-

26) Other liabilities

Other liabilities by maturity

ments of tax of almost the amount actually assessed for the
year 2016.
In 2016, most liabilities were current.

©) Maturity
2016 Over 1year Up to 1year Total
Other liabilities 15,883,399 15,883,399
Deferred income and accrued expenses 11947334 11947334
Total 27,830,733 27,830,733
©) Maturity
2015 Over 1year Up to 1year Total
Other liabilities 282 13,266,446 13,266,728
Deferred income and accrued expenses 0 11,453,773 11,453,773
Total 282 24,720,219 24,720,501
Other liabilities and deferred income and accrued expenses are unsecured.
Other liabilities

®©) 31/12/2016 31/12/2015
Short-term liabilities due to employees 2,828,676 3,077,519
Diverse other short-term liabilities for insurance business 3,925,059 3,663,440
Short-term trade liabilities 5,654,075 3,279,775
Diverse other short-term liabilities 3,411,659 3,130,919
Other long-term liabilities 63,930 15,075
Total 15,883,399 13,266,728
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Change in short-term provisions

Additions -
acquisition of
non-control- Exchange
©€) 01/01/2016 Additions Uses Releases ling interest differences 31/12/2016
Short-term accrued 3,570,704 3,304,624 -3,699,710 -16,756 0 4995 3,163,857
expenses
Other accrued expenses 7,883,069 31,364,962 -30,387941 -59,815 -16,798 8,783,477
and deferred income
Total 11,453,773 34,669,586 -34,087,651 -76,571 0 -11,803 11,947,334
Additions -
acquisition of
non-control- Exchange
©€) 01/01/2015 Additions Uses Releases ling interest differences 31/12/2015
Short-term accrued 3,523,549 1,859,451 1,793,973 -36,318 16,756 1,239 3,570,704
expenses
Other accrued expenses 10,12912 45,837,669 -48,079,856 0 0 -3,856 7,883,069
and deferred income
Total 13,652,661 47,697,120 -49,873,829 -36,318 16,756 -2,617 11,453,773
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27) Fair values of assets and liabilities

Determination of fair values

Asset class / principal

market Level 1

Debt securities

Level 2

Level 3

OTC market Debt securities measured based on

CBBT prices in an active market.

Debt securities measured based on
CBBT prices in an inactive market.

Debt securities measured using
an internal model that does not
consider level 2 inputs.

Debt securities measured at the
BVAL price if the CBBT price is
unavailable.

Debt securities measured using
an internal model based on level 2
inputs.

Debt securities measured based on
stock exchange prices in an active
market.

Stock Exchange

Debt securities measured based on
stock exchange prices in an inactive
market.

Debt securities measured using
an internal model that does not
consider level 2 inputs.

Debt securities measured at the

BVAL price when the stock exchange

price is unavailable.

Debt securities measured using
an internal model based on level 2
inputs.

Shares

Shares measured based on stock
exchange prices in an active market.

Stock Exchange

Shares measured based on stock
exchange prices in an inactive
market.

Shares measured using an internal
model that does not consider level
2 inputs.

Shares without available stock
exchange prices measured using
an internal model based on level 2
inputs.

Unquoted shares and
participating interests

Unquoted shares measured at
cost. Fair value for the purposes of
disclosures calculated based on an

internal model used for impairment
testing mainly using unobserved
inputs.

Mutual funds

Mutual funds measured at
the quoted unit value on the
measurement date.

Deposits and loans

- with maturity

Measured at amortised cost; for

the purposes of disclosure fair value

calculated using an internal model
using level 2 inputs.

Measured at amortised cost; for
the purposes of disclosure fair value
calculated using an internal model
not using level 2 inputs.

The Group measures the fair value of each financial instru-
ment based on the methods shown above in line with its ac-
counting policies.

214

FINANCIAL STATEMENTS WITH NOTES



Financial assets by level of the fair value hierarchy

©) Fair value Difference
Carrying between FV
31/12/2016 amount (CA) Level 1 Level 2 Level 3 Total fair value and CA
Investments measured at fair value 867,817,697 679,892,840 176,194,863 11,750,388 867,838,091 20,394
At fair value through P/L 9,176,694 2,841,687 6,133,045 207,834 9,182,566 5,872
Designated to this category 076,694 2,841,687 6,133,045 207,834 9,182,566 5,872
Debt instruments 7,439,052 1,590,145 5,646,945 207,834 7444924 5,872
Equity instruments 1,737,642 1,251,542 486,100 0 1,737,642 0
Other investments 0 0 0 0 0 0
Available-for-sale 858,641,003 677,051,153 170,061,818 11,542,554 858,655,525 14,522
Debt instruments 826,819,512 661,731,495 158,157,047 6,930,970 826,819,512 0
Equity instruments 31,775,012 15,319,658 11,904,771 4,565,105 31,789,534 14,522
Other investments 46,479 0 0 46,479 46,479 0
Investments for the benefit of 190,197,443 172,358,357 17,839,086 0 190,197,443 0
policyholders who bear the investment
risk
Investments not measured at fair value 162,417,542 135,383,592 32,156,239 8,539,017 176,078,848 13,661,306
Held-to-maturity assets 130,812,195 135,383,592 8,004,082 0 143,387,674 12,575,479
Debt instruments 130,812,195 135,383,592 8,004,082 0 143,387,674 12,575,479
Loans and receivables 31,605,347 0 24,152,157 8,539,017 32,691,174 1,085,827
Deposits 23,156,483 0 2452157 24,152,157 995,674
Loans granted 613,005 0 0 703,158 703,158 90,153
Deposits with cedants 7,835,859 0 0 7,835,859 7,835,859 0
Investments for the benefit of 33,977,633 11,208,926 24,058,706 35,267,632 1,289,999

policyholders who bear the investment
risk not measured at fair value
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€

Fair value

Difference
Carrying between FV
31/12/2015 amount (CA) Level 1 Level 2 Level 3 Total fair value and CA
Investments measured at fair value 791,890,574 609,121,776 170,264,955 12,503,843 791,890,574 0
At fair value through P/L 18,403,775 4,659,094 13,744,681 0 18,403,775 0
Designated to this category 18,403,775 4,659,094 13,744,681 0 18,403,775 0
Debt instruments 16,488,821 3,394,741 13,094,080 0 16,488,821 0
Equity instruments 1,728,773 1,264,353 464,420 0 1,728,773 0
Other investments 186,181 0 186,181 0 186,181 0
Available-for-sale 773,486,798 604,462,682 156,520,273 12,503,843 773,486,798 0
Debt instruments 743,376,444 592,835,458 142,648,726 7,892,260 743,376,444 0
Equity instruments 29,936,324 11,627,224 13,743,996 4,565,104 29,936,324 0
Other investments 174,030 0 127,551 46,479 174,030 0
Investments for the benefit 198,572,799 189,496,895 9,075,904 0 198,572,799 0
of policyholders who bear
the investment risk
Investments not measured at fair value 223,166,231 160,868,665 71,779,708 6,794,999 239,443,372 16,277,141
Held-to-maturity assets 165,444,270 123,671,948 56,613,888 600,301 180,886,137 15,441,867
Debt instruments 165,444,270 123,671,948 56,613,888 600,301 180,886,137 15,441,867
Loans and receivables 57,721,961 37,196,717 15,165,820 6,194,698 58,557,235 835,274
Deposits 52,023,187 37196,717 15,165,820 495924 52,858,461 835,274
Loans granted 0 0 0 0 0 0
Deposits with cedants 5,698,774 0 0 5,698,774 5,698,774 0
Investments for the benefit of 15,616,318 16,642,392 217,136 0 16,859,528 1,243,210

policyholders who bear the investment
risk not measured at fair value
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Movements in investments, income and expenses measured at fair value - Level 3

Debt instruments Equity instruments Other investments

€) 31/12/2016 31/12/2015 31/12/2016 31/12/2015 31/12/2016 31/12/2015
Opening balance 7,892,260 7,892,260 4,565,104 4,638,249 46,479 0
Exchange differences 0 0 1 0 0 0
Impairment losses 0 0 0 -686,472 0 0
Maturity -753,456 0 0 0 0 0
Reclassification into other levels 0 0 0 -2,770 0 0
Reclassification into level 0 0 0 616,097 0 46,479
Closing balance 7,138,804 7,892,260 4,565,105 4,565,104 46,479 46,479
Income 95,535 124,567 276,106 174,877 0 0
Expenses 0 774 0 686,472 0 0
Reclassification of assets and financial liabilities between levels
©€)
31/12/2016 Level 1 Level 2 Level 3
At fair value through P/L -490,713 490,713 0
Designated to this category -490,713 490,713 0

Debt instruments -490,713 490,713 0
Available-for-sale -22,905,624 20,034,205 2,871,419

Debt instruments -22,662,867 19,791,448 2,871,419

Equity instruments -242,757 242757
Total financial investments -23,396,337 20,524,918 2,871,419

The reclassification of € 2.9 million of investments from level 2 to level 3 relates to the reclassification of Kosovan govern-

ment bonds, for which level 2 inputs cannot be considered.

€)

31/12/2015 Level 1 Level 2 Level 3

Available-for-sale 129,248,003  -129,245,233 -2,770
Debt instruments 143,105,919 -143105919 0
Equity instruments -13,857916 13,860,686 -2,770

Total financial investments 129,248,003  -129,245,233 -2,770

As the effect on the 2015 financial statements is non-ma-
terial, the Group presents no additional disclosures relating
to the reclassification of the investment of € 2,770 out of
level 3.

In 2015 and 2016, the Group primarily measured its OTC
assets based on BID CBBT prices representing unadjusted
quoted prices, thus meeting the criteria for classification
into level 1.
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As at 31 December 2016, level 1 investments represented
78.3 % (31/12/2015: 76.9 %) of financial investments meas-
ured at fair value.

The valuation model applied used directly and indirectly ob-
servable market inputs, such as the risk free interest rate
curve, yield of similar financial instruments, and credit and
liquidity risk premiums. Since inputs used by the model meet
level 2 criteria, investments valued using the internal model
were classified into level 2.
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Disclosure of the fair value of non-financial assets measured in the statement of financial position at amortised cost or at

cost
Date of Carrying
fair value amount at Fair value at Determination
2016 measurement reporting date reporting date  of fair values
Property
Owner-occupied property 31/12/2016 45,548,204 43,047,424 market
approach and
Investment property 31/12/2016 7933,786 8,100,146 the income
approach
(weighted
50:50), new
purchases by
sales price
Total 53,481,990 51,147,570
Date of Carrying
fair value amount at Fair value at Determination
2015 measurement reporting date reporting date  of fair values
Property
Owner-occupied property 31/12/2015 40,845,948 37,048,744 market
| t 3122015 8040244 8443933 ~°PRroechand
nvestment property Y S the income
approach
(weighted
50:50), new
purchases by
sales price
Total 48,886,192 45,492,677
Movements in fair values of owner-occupied and investment property
2016 Opening Change in fair Exchange Closing
€) balance Acquisitions Disposals value differences balance
Owner-occupied property 37,048,744 8,406,073 195,942 -2,597972 -5,363 43,047,424
Investment property 8,443,933 505,209 77,035 -873,306 -52,725 8,100,146
Total 45,492,677 8,911,282 272,977 -3,471,278 -58,088 51,147,570
2015 Opening Change in fair Exchange Closing
€) balance Acquisitions Disposals value differences balance
Owner-occupied property 32,548,415 4,568,437 -503,802 451,619 -15925 37,048,744
Investment property 6,420,680 3,289,801 -739,793 -409,401 -117,354 8,443,933
Total 38,969,095 7,858,238 -1,243,595 42,218 -133,279 45,492,677

Valuation techniques for all items described above are de-
fined in accounting policies. For investment property, the
method is described in section 18.4.13 “Investment proper-
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bear the investment risk”.

ty” and for financial investments in section 18.4.14 “Financial
investments and funds for the benefit of policyholders who
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18.9. Notes to the consolidated financial statements — income statement

28) Net earned premiums

Net earned premiums

©)

Change in

unearned

Premiums premiums,

Gross written for Reinsurers’ and Changein reinsurers’ and
premiums assumed co-insurers’ gross unearned co-insurers’ Net premiums
2016 written  co-insurance shares (-) premiums (+/-) shares (+/-) earned
Personal accident 29,046,669 37,875 -103,545 1,458,544 -6,963 30,432,580
Health 327,778 0 -661,878 217927 244377 2,928,204
Land vehicles casco 85,355,420 64,623 -1,601,849 -1,839,199 1,733 81,980,728
Railway rolling stock 112,622 0 0 -21,246 0 91,376
Aircraft hull 908,061 0 -7,676 -24,447 516 876,454
Ships hull 3,596,779 0 -160,245 21,827 42,130 3,690,491
Goods in transit 6,202,420 659,647 -276,336 -52958 47,543 6,580,316
Fire and natural forces 90,883,620 964,879 -12,450,624 -473,076 239,493 79,164,292
Other damage to property 38,557,359 653,151 -4,319,756 990,703 137,588 36,019,045
Motor liability 101,405,826 26,188 -1935982 -598,121 -156,900 98,741,011
Aircraft liability 150,429 0 -135,798 151,286 1,632 167,549
Liability for ships 739,328 0 -6,183 23,475 74 756,694
General liability 18,423,116 384,692 -1,407,828 -178,540 -76,894 17,144,546
Credit 6,410,497 0 -53,320 -2,887,159 14,028 3,455,990
Suretyship 317,394 0 -9,755 -3,241 -9,584 294,814
Miscellaneous financial loss 3,319,316 34,274 -535,850 1,467,560 28,472 4,313,772
Legal expenses 755,735 9,013 -527175 -1945 215,735 451,363
Assistance 11,654,186 0 -6,156,383 -599945 286,437 5,184,295
Life insurance 38,799,112 0 -640,273 31,445 -13,049 38,457,235
Unit-linked life 47,605,072 73 -252,058 17,733 -49 47,370,771
Total non-life 400,966,555 2,834,342 -30,350,183 -2,158,555 981,361 372,273,520
Total life 86,404,184 73 -892,331 329,178 -13,098 85,828,006
Total 487,370,739 2,834,415 -31,242,514 -1,829,377 968,263 458,101,526
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© ineained

Premiums premiums,

Gross written for Reinsurers’ and Changein reinsurers’ and
premiums assumed co-insurers’ gross unearned co-insurers’ Net premiums
2015 written  co-insurance shares (-) premiums (+/-) shares (+/-) earned
Personal accident 34,317,218 102,780 -131,803 -51,215 13,909 34,250,889
Health 4,610,624 0 -446,091 -610,048 81,535 3,636,020
Land vehicles casco 81,389,983 3,386 -1,052,049 1,580,395 -27,638 81,894,077
Railway rolling stock 103,257 0 0 -14,278 0 88,979
Aircraft hull 684,227 35,375 -44,506 -34,007 -20,851 620,238
Ships hull 3,999,951 3,214 -73,074 -231,411 -1,034 3,697,646
Goods in transit 5,806,272 306,373 -236,026 -213,653 712 5,662,254
Fire and natural forces 86,068,192 oMmneé -12,533,886 -4,407989 -569,008 69,468,425
Other damage to property 38,855,654 437,290 -3907,393 -581175 -65,264 34,73912
Motor liability 102,022,421 18,623 -1,598,941 291,331 56,773 100,790,207
Aircraft liability 349,963 7985 -218,489 -150,536 -705 -11,782
Liability for ships 569,872 0 -5,466 -89,203 -1,783 473,420
General liability 16,265,059 198,990 -1,497,622 202968 9,652 15,179,047
Credit 4,225,549 0 -8,803 -1,628,264 0 2,588,482
Suretyship 320,958 m -2,178 27,519 158 347168
Miscellaneous financial loss 6,082,476 38,928 -468,933 -2,095,848 7272 3,563,895
Legal expenses 740,544 1,785 -497229 -5,017 -1,564 248,519
Assistance 10,248,794 0 -5,371,448 -230,879 103,965 4,750,432
Life insurance 38,113,167 0 -1945,306 244982 -2,074 36,410,769
Unit-linked life 49,413,805 15 -275,504 23,510 -18 49,161,808
Capital redemption 0
Total non-life 396,661,014 2,076,556  -28,093,937 -8,241,310 -415,295 361,987,028
Total life 87,526,972 15 -2,220,810 268,492 -2,092 85,572,577
Total 484,187,986 2,076,571 -30,314,747 7,972,818 -417,387 447,559,605
29) Income and expenses relating to © e o
mVEStmentS m aSSUEIatES and Profit from investments in equity- 0 165,067

|mpa|rment losses on gOOdW”l accounted associate companies
The Group became the sole owner of the pension company  Gain from revaluation of the pre- 0 777,493
Moja nalozba at the end of 2015. Previously, Moja nalozba Sﬁ;ﬁ'ﬁ;ﬂ”ﬁjﬁ of Moja nalezba

was an associate, therefore, this item includes both equi-  total 0 942,560

ty-accounted profit as well as gains from revaluation of the

pre-acquisition share of Moja nalozba to market value. At the end of 2016, the value of goodwill decreased by €1.7
million (2015: € 2.9 million) as a result of impairment losses
on goodwill belonging to lllyria.
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30) Investment income and expenses

Investment income by IFRS categories

Net unrealised
Change in Gains on Income from gains on life
fair value disposal dividends policies where
and gains on of other  and shares policyholders
Interest  disposal of  IFRS asset - other Exchange Other bear the
2016 (€) income FVPLassets categories investments gains income Total investment risk
Held to maturity 6,029,247 0 0 0 38,524 0 6,067,771 350,743
Debt instruments 6,029,247 0 0 0 38,524 0 6,067,771 350,743
At fair value through P/L 140,964 737,997 0 26,174 51,692 77,305 1,034,132 17,360,541
Designated to this 140,964 737997 0 26174 51,692 77305 1,034,132 17,360,541
category
Debt instruments 140,964 639,692 0 0 48161 48,507 877324 762925
Equity instruments 0 98,305 0 26174 3,531 28,798 156,808 16,597,616
Available-for-sale 14,208,416 0 2,314,629 1,258,226 6,671,747 81,031 24,534,049 241,284
Debt instruments 14,208,416 0 1,851,981 0 6,671,747 3,631 22,735,775 241,284
Equity instruments 0 0 462,648 1,258,226 0 3,589 1,724,463 0
Other investments 0 0 0 0 0 73,81 73,81 0
Loans and receivables 820,212 0 205 0 563,160 81,896 1,465,473 6,110
Debt instruments 807,669 0 205 0 563,160 81,896 1,452,930 6,110
Other investments 12,543 0 0 0 0 0 12,543 0
Financial investments 34,817 0 0 0 0 0 34,817 0
of reinsurers i.r.o.
reinsurance contracts
with cedants
Total 21,233,656 737,997 2,314,834 1,284,400 7,325,123 240,232 33,136,242 17,958,678

Investment expenses by IFRS categories

Change in Net unrealised
fair value Losses on losses on life
and losses disposal  Permanent policies where
on disposal of other  mpairment policyholders
Interest of FVPL  IFRS asset losses on Exchange bear the
2016 (€) expenses assets  categories investments losses Other Total investment risk
Held to maturity 0 0 0 0 37,784 3,331 41,115 0
Debt instruments 0 0 0 0 37784 3,331 41115 0
At fair value through P/L 0 653,939 0 0 5,417 m,716 771,072 11,256,348
Designated to this 0 653,939 0 0 5,417 n,716 771,072 11,256,348
category
Debt instruments 0 450,150 0 0 5,417 102 455,669 334,253
Equity instruments 0 203,789 0 0 0 508 204,297 10,922,095
Other investments 0 0 0 0 0 111,106 11,106 0
Available-for-sale 0 0 498,683 398,186 5,448,690 6,246 6,351,805 0
Debt instruments 0 0 147,661 330,740 5,448,690 2,217 5929308 0
Equity instruments 0 0 351,022 67,446 0 4,029 422,497 0
Loans and receivables 2,292 0 0 195,839 342,682 1,776 552,589 0
Debt instruments 0 0 0 195,839 342,682 1,776 550,297 0
Other investments 2,292 0 0 0 0 0 2,292 0
Subordinated liabilities 839,834 0 0 0 0 0 839,834 0
Total 842,126 653,939 498,683 594,025 5,834,573 133,069 8,556,415 11,256,348
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Investment income and expenses by source of funds

The Group records investment income and expenses sep-
arately by source of funds, that is separately for the capital
fund, the liability fund and the life insurance liability fund.
The capital fund comprises assets representing sharehold-
ers’ funds; the liability fund comprises assets supporting
technical provisions; and the life insurance liability fund,
which is part of the liability fund, comprises assets support-
ing mathematical provisions.

Investment income - non-life business

Liability fund Liability fund

Investment income - life business

©€) 2016 2015
Interest income 11,120,399 12,449,305
Change in fair value and gains on 13,132 383,530
disposal of FVPL assets

Gains on disposal of other IFRS asset 1,626,842 1,488,358
categories

Income from dividends and shares - 691,688 548,730
other investments

Exchange gains 7,059,425 12,418,572
Other income 11,254 21,463
Total investment income - liability 20,622,740 27,309,958
fund

Capital fund  Capital fund

2016 2015
Interest income 648900 649,828
Change in fair value and gains on 51,326 505,671
disposal of FVPL assets
Gains on disposal of other IFRS asset 279,431 80,563
categories
Income from dividends and shares - 311,347 372,214
other investments
Exchange gains 914 0
Other income 57,886 0
Total investment income - capital 1,349,804 1,608,276
fund
Total investment income - non-life 21,972,544 28,918,234
business

226

Liability Liability
fund - life fund - life
«) 2016 2015
Interest income 8,305,150 89041777
Change in fair value and gains on 46976 52,543
disposal of FVPL assets
Gains on disposal of other IFRS asset 191,551 57,073
categories
Income from dividends and shares - 277855 307,330
other investments
Exchange gains 139,764 76,734
Otherincome 38,599 41120
Total investment income - liability 8,999,895 9,476,577
fund
Capital fund  Capital fund
2016 2015
Interest income 1,159,207 596,262
Change in fair value and gains on 526,563 417,628
disposal of FVPL assets
Gains on disposal of other IFRS asset 217,010 37,536
categories
Income from dividends and shares - 3,510 0
other investments
Exchange gains 125,020 18,055
Other income 132,492 113,563
Total investment income - capital 2,163,802 1,183,044
fund
Total investment income - life 1,163,697 10,659,621
business
Total investment income 33,136,241 39,577,855
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Expenses for financial assets and liabilities — non-life business

Liability fund  Liability fund
€) 2016 2015
Interest expenses 47 4912
Change in fair value and losses on disposal of FVPL assets 222,740 238,268
Losses on disposal of other IFRS asset categories 367,698 3497153
Impairment losses on investments 381,041 495,757
Exchange losses 5,668,406 9,152,858
Other 8,162 7,878
Total investment expenses - liability fund 6,648,094 10,248,826
Capital fund Capital fund
2016 2015
Interest expenses 842,079 1152900
Change in fair value and losses on disposal of FVPL assets 87,525 534,885
Losses on disposal of other IFRS asset categories 0 998
Impairment losses on investments 10,679 217710
Exchange losses 7972 0
Other 4,300 7,898
Total investment expenses - capital fund 952,555 1,914,391
Total investment expenses - non-life business 7,600,649 12,163,217
Expenses for financial assets and liabilities - life business
Liability fund  Liability fund
- life - life
©) 2016 2015
Interest expenses 0 3,247
Change in fair value and losses on disposal of FVPL assets 20,671 60,658
Losses on disposal of other IFRS asset categories 108,851 0
Impairment losses on investments 202,305 12,599
Exchange losses 157,507 77,550
Other 8,713 3,875
Total investment expenses - liability fund 498,047 157,929
Capital fund Capital fund
2016 2015
Change in fair value and losses on disposal of FVPL assets 323,003 670,475
Losses on disposal of other IFRS asset categories 22,134 0
Exchange losses 688 3,888
Other m,894 10,393
Total investment expenses - capital fund 457,719 684,756
Total investment expenses - life business 955,766 842,685
Total investment expenses 8,556,415 13,005,902
Net investment income 24,579,827 26,571,953
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furl;::ifl::z furl;::ljl::z In 2016 the Group continued to experience strong increas-
es in both exchange gains and losses, primarily arising from
© 2016 2015 rejnsurance business.
Reinsurance commission income is a major part of other
Nfeﬁfunrealised gamls. Om\éesmi”ts 17958.678 26631788 o hnical income. The following tables show reinsurance
of life insurance policyholders who
bear the investment risk commission income by class of business.
Net unrealised losses on investments 11,256,348 25930,786
of life insurance policyholders who . T
bear the investment risk Reinsurance commission income
Net investment income 6,702,330 701,002 © 2016 2015
Personal accident 26,951 20,598
Impairment losses on investments Land vehicles casco 26999 165,637
© 2016 2015 Aircraft hull 163 3,921
Ships hull 1,128 1,308
Bonds and loans 533,045 12,782 Goods in transit 31,219 31,219
Shares 60,980 713,284 Fire and natural forces 2,113,786 1,778,517
Total 594,025 726,066 Other damage to property 757,723 664,735
Motor liability 245,462 6,593
Aircraft liability 13,289 16,223
Net investment income from non-life and life business Liability for ships . 600
©) 2016 2015 General liability 145,337 174,810
Credit 0 4
Non-life insurance business 14,371,895 16,755,017 Suretyship 546 3
Life insurance business 10,207,932 9,816,936 Miscellaneous financial loss 108,087 69,223
Total 24,579,827 26,571,953 Legal expenses 16,300 23,009
Assistance 24,234 199,612
The 2016 net investment income totalled € 24.6 million, a Life insurance 166,421 473969
drop from the 2015 figure of € 26.6 million. Unit-linked [ife 21836 26923
Total non-life 3,544,350 3,156,012
. . Total life 188,257 500,892
31) Other technical income _— 2722607 3.656.904
©) 2016 2015
Income from reinsurance 3,732,607 3,656,904
commission
Income on the realisation impaired 2,375,769 4,459,099
receivables
Income from other insurance 2,233,027 1,650,548
business
Exchange gains 5,483,403 7197384
Income from exit charges and 2,249,629 990,874
management fees
Income from other services 1,872,734 1,172,026
Income from investment property 290,240 191,766
Total 18,237,409 19,318,601
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32) Net claims incurred

Net claims incurre d

€) Gross amounts Change in

the rein-

surers’ and

Changein  co-insurers’

the gross share of

Reinsurers’ Coinsurers’ claims the claims
Recourse share of share of provision provision Net claims
2016 Claims  receivables claims (-) claims (-) +/-) (+/-) incurred
Personal accident 13,895,309 -1,334 -28,332 54,469 2,275,405 1325 16,196,842
Health 1979157 -44469 -170121 0 672,326 -252477 2,184,416
Land vehicles casco 61,364,262 -738,216 160,430 17,343 1,275,958 -652,099 61,106,818
Railway rolling stock 13,970 0 0 0 606 0 14,576
Aircraft hull 310,494 0 -234314 230987 380,259 106,223 793,649
Ships hull 2,394,843 0 -3,408 0 3,108,513 807 5,500,755
Goods in transit 3,348,391 -931 -2,574 244973 -981,446 -9,758 2,598,655
Fire and natural forces 50,615,273 -99,149 -6,868,415 58,341 7,326,287 1,241,588 49,790,749
Other damage to property 19,465,751 -66,137  -1,084,029 219516 -5,504,435 19,531 13,050,197
Motor liability 62,301,023 -3,872,467 -2973,598 26,459 953,269 261939 56,696,625
Aircraft liability 55,584 0 1136 0 111,621 14,779 -71952
Liability for ships 105,846 0 -22 0 253,212 34 359,070
General liability 5,029,193 -40,784 -250,377 20,313 4,718,408 264,360 9,74113
Credit 1,445,183 -1,231,640 0 0 -45,071 0 168,472
Suretyship 201,573 -245,500 -727 0 14,357 424 -29,873
Miscellaneous financial loss 3,463,399 0 -315,362 12,696 -747,375 -153,996 2,259,362
Legal expenses 648 0 0 872 1567 0 3087
Assistance 4,057,224 -974 -3,288,707 0 387,559 -433,634 721,468
Life insurance 29,420,166 0 -244.672 0 643,467 31193 29,850,154
Unit-linked life 16,320,108 0 -79,399 0 1,211,649 7,235 17,459,593
Total non-life 230,047,123 -6,341,601  -15,381,552 885,969 13,977,778  -2,103,688 221,084,029
Total life 45,740,274 0 -324,071 0 1,855,116 38,428 47,309,747
Total 275,787,397 -6,341,601  -15,705,623 885,969 15,832,894  -2,065,260 268,393,776
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©) Gross amounts Change in

the rein-

surers’ and

Changein  co-insurers’

the gross share of

Reinsurers’ Coinsurers’ claims the claims
Recourse share of share of provision provision Net claims
2015 Claims  receivables claims (-) claims (-) (+/-) +/-) incurred
Personal accident 14,437167 -4,657 -34,832 67182 3,617,446 8086 18,090,392
Health 2,477,490 0 0 0 67,716 -81775 2,463,431
Land vehicles casco 60,158,247 -1,284.947 -104,305 -8,751 -1,259,996 213,383 57,713,631
Railway rolling stock 2,529 0 0 0 0 0 2,529
Aircraft hull 418,754 0 -65082 0 601,386 -334,999 620,059
Ships hull 2,392,120 -2002 -867 0 575,272 4909 2,969,432
Goods in transit 1,531,187 -631 -1,049 234,470 1938,757 -62,242 3,640,492
Fire and natural forces 50,002,813 -32985  -11,749,863 -84,60  -5888,889  13983,493 46,230,409
Other damage to property 22,059,296 -138,159 -673,850 -52922 -3,700,463 136,821 17,357,081
Motor liability 58,860,747 -2,623114 -961,205 -49 3,508,437 158,456 58,943,272
Aircraft liability 23,660 0 17,417 0 147,510 -13,628 140,125
Liability for ships 136,357 0 -13 0 -57,792 1,635 80,187
General liability 6,634,349 -38,213 -340,653 -26,845 2,349101 387,773 8,965,512
Credit 2,208,303 -2,670,618 0 0 182,326 0 -279,989
Suretyship 387171 -67,825 -763 0 42,325 70 360978
Miscellaneous financial loss 652,101 0 -2,264 149 1,379,855 18,482 2,048,323
Legal expenses 821 0 0 1066 4945 0 6832
Assistance 3,456,451 -361 -2,837,412 0 267,735 -232,253 654,160
Life insurance 30,598,817 0 -968,424 0 426,259 45,231 30,101,883
Unit-linked life 21928,266 0 -90,342 0 1,171,090 12,070 23,021,084
Capital redemption 0
Total non-life 225,839,563  -6,863,512  -16,789,575 130,140 3,775,671 13,914,569 220,006,856
Total life 52,527,083 0 -1,058,766 0 1,597,349 57,301 53,122,967
Total 278,366,646  -6,863,512  -17,848,341 130,140 5,373,020 13,971,870 273,129,823

The above tables show gross claims incurred as including 34) Operating expenses

gross claims paid, gross recourse receivables and retro-  The Group classifies operating expenses by nature.
cession recoveries (including portions relating to recourse  Compared to 2015, operating expenses increased by 7.2 %.
receivables). Net claims incurred additionally include move-

ments in the net claims provision; it increased net claimsin-  Operating expenses by nature

curred by € 13.7 million (2015: increase of € 19.2 million).

©) 2016 2015
. . o Acquisition costs (commissions) 51,882,550 49,853,683
33) Ehange In Uther tecnnl[al DI’UVISIUHS and Change in deferred acquisition costs 1,474,454 -1,451,391
Ehange In the techm[al [JFOVISIUH for Depreciation of operating assets 7,617,184 7,585,742
[Z[U|ICVh0|E|EI’S who bear the investment Personnel costs 64387463 59557283
rISk Costs of serices by natural persons 491,431 493,489
The change in other technical provisions relates to changes ~ not performing business, incl. of
. .. . . . contributions
in the net provision for unexpired risks. The change in gross
. .. . . . Other operating expenses 33,710,404 32,879,567
technical provisions is described in note 22.
Total 159,563,486 148,918,373
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Audit fees

€) 2016 2015

Audit of annual report 254,790 287160

Other assurance services 16,592 0

Other audit services 29,880 63,827

Total 301,262 350,987

35) Other technical expenses and other
expenses

€) 2016 2015

Expenses for loss prevention 3,077,583 2,950,578

activities and fire brigade charge

Contribution for covering claims of 1,697,697 2,051,831

uninsured and unidentified vehicles

and vessels

Exchange losses 7,870,882 9,876,523

Operating expenses from revaluation 1,611,096 2,684,215

Other technical expenses 3,053,679 2,550,571

Total 17,310,937 20,113,718

Other expenses of € 2.5 million (2015: € 1.6 million) include
contributions relating to the costs of the supervisory au-
thority, allowances for other receivables, health protec-
tion contributions and fees for access to electronic police

records.
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36) Income tax expense

Tax rate reconciliation

©) 2016 2015
Profit/loss before tax 40,669,987 40,097971
Income tax expenses at statutory tax 6,913,898 6,816,655
rate (17 %)

Adjustment to the actual rates 4,081,310 2,685,736
Tax effect of income that is deducted -4,462.457 -2,806,256
for tax purposes

Tax effect of expenses not deducted 1,799,048 1,615,356
for tax purposes

Tax effect of income that is added 148968 4,421
for tax purposes

Income or expenses relating to tax -377991 -436,844
relief

Balance of expense for (income -215,559 0
from) deferred tax due to change in

tax rate

Changes in temporary differences -135,443 -1146,548
Total income tax expense in the 7,751,774 6,732,520
income statement

Effective tax rate 19.06 % 16.79 %

18.10.  Notes to the consolidated financial
statements — cash flow statement

37) Notes to the cash flow statement, which
has been prepared using the indirect
method.

The cash flow statement shown in section 17.4 “Consolidated
statement of cash flows” has been prepared in compliance
with statutory regulations. This note gives a reconciliation of
net profit to cash flows from operating activities.

The table below presents income statement items not in-
cluded in cash flow nor presented in other parts of the cash
flow statement (other than in cash flow from operating

activities).

®©) 2016 2015
Net profit/loss for the period 32,918,213 33,365,451
Non-monetary income statement 38,582,796 43,755,533
items not included in cash flow:

- change in unearned premiums 861,114 8,390,205
- change in the provision for 13,767,634 19,344,890
outstanding claims

- change in other technical 5,254,856 1,282,026
provisions
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- change in technical provisions 17,442 161 11,036,450
for policyholders who bear the

investment risk

- operating expenses - amortisation/ 9,091,638 6,134,351
depreciation and change in deferred

acquisition cost

- impairment losses on financial -7.834,607 -2,432,389
assets

Eliminated investment income items -22,518,056 -23,865,446
- interest received disclosed under -21,233,656 -22,637172
B.a)l.

- receipts from dividends and shares 1,284,400 1,228,274
in profit of others disclosed under

B.a)2.

Eliminated investment expense 842,126 1,161,059
items

- interest paid disclosed under C. b) 1. 842126 1,161,059
Cash flows from operating activities 49,825,078 54,416,596
- income statement items

18.11. Contingent receivables and liabilities

The Group discloses contingent liabilities relating to a labour
action and surties issued. The estimated contingent liabili-
ties in this regard total € 3.4 million.

Off-balance sheet items are show in the appendix hereto.

18.12. Related party disclosures

The Group makes separate disclosures for the following
groups of related parties:
owners and related enterprises;
management and supervisory boards including its com-
mittees and employees not subject to the tariff section
of the collective agreement;
subsidiary companies.

Owners and related enterprises
The Group’s largest shareholder is Slovenian Sovereign

Holding (formerly the Slovenian Restitution Fund), holding
25 % plus one share.
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The members of the management and supervisory boards, including its committees, and employees not subject to the

tariff section of the collective agreement

Remuneration of the members of the management and supervisory boards, including its committees, and of employees
not subject to the tariff section of the collective agreement

©) 2016 2015
Management board 655,175 746,643
Payments to employees not subject to the tariff section of the collective agreement 5,123,400 4,857,391
Supervisory board 128,283 119,963
Supervisory board committees 28,246 26,473
Total 5,935,104 5,750,470
Remuneration of management board members in 2016
Gross salary Fringe benefits Fringe

Gross salary - - variable —insurance  benefits - use
©) fixed amount amount premiums of company car Total
Zvonko Ivanusi¢ (until 23/08/2016) 109,304 15,936 4,170 5,775 135,185
Sre¢ko Cebron 152,592 14,340 5,338 3,620 175,890
Jost Dolnicar 146,866 14,340 5,554 3,874 170,635
Mateja Treven 144,600 14,340 5,186 9,339 173,465
Total 553,362 58,956 20,248 22,608 655,175
Remuneration of management board members in 2015

Gross salary Fringe benefits Fringe

Gross salary - - variable —insurance  benefits - use
€) fixed amount amount premiums of company car Total
Zvonko Ivanusic¢ 168,143 31,872 6,203 10,272 216,490
Srecko Cebron 152,183 28,680 5,269 2,603 188,734
Jost Dolnicar 144,191 28,680 512 2,668 180,651
Mateja Treven 144,191 11,428 5,149 0 160,768
Total 608,707 100,660 21,732 15,543 746,643
Liabilities to members of the management board based on gross remuneration
€ 31/12/2016 31/12/2015
Zvonko lvanusic 0 13,946
Srecko Cebron 12,616 12,616
Jost Dolnicar 13,280 11950
Mateja Treven 11,950 11,950
Total 37,846 50,462

At 31 December 2016, the Group had no receivables due
from the management board members. Management

board members are not remunerated for their functions in

subsidiary companies.
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Remuneration of the supervisory board and its committees in 2016

Remuneration

Attendance for performing Expenses
(€) fees the function reimbursed Perks Total
Supervisory board members
Branko Tomazic¢ SB chair (until 3,410 15,202 5,230 119 23,960
11 October 2016)
Mateja Lovsin Heric SB chair (since 5,005 15,446 0 185 20,637
12/10/2016) / SB
deputy chair (until
11/10/2016)
Slaven Mickovic SB deputy chairman 5,005 13,287 317 39 18,648
(since 12/10/2016)
/ member (until
11/10/2016)
Gorazd Andrej Kunstek member of the SB 5,005 13,000 0 175 18,180
Keith William Morris member of the SB 4,235 13,000 13,254 200 30,690
Helena Dretnik SB member (until 550 1,793 0 170 2,513
19/02/2016)
Mateja Zivec SB member (since 3905 9,750 0 0 13,655
01/04/2016)
Total supervisory board members 27,115 81,477 18,802 888 128,283
Audit committee members
Mateja Lovsin Heric¢ AC member (since 2,376 4,591 0 0 6,967
28/10/2016) / chair
(until 27/10/2016)
Slaven Mickovic chair (since 2,376 3,534 7 0 5917
28/10/2016) / member
(until 27/10/2016)
Ignac Dolensek member of the AC 10,950 232 11182
Total audit committee members 4,752 19,075 239 24,066
Nomination committee members
Mateja Lovsin Heric Chair of the 1,100 0 0 0 1,700
committee
Branko Tomazic¢ (until 11/10/2016) member 660 0 0 0 660
Slaven Mickovic¢ member 880 0 0 0 880
Keith William Morris member 220 0 0 0 220
Total nomination committee 2,860 0 0 0 2,860
members
Fit & proper committee members
Mateja Lovsin Heric¢ Chair of the 660 0 0 0 660
committee
Branko Tomazi¢ member (until 220 0 0 0 220
11/10/2016)
Nika Matjan member 0 0
Mateja Zivec member 440 440
Total fit & proper committee 1,320 1,320

members
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Remuneration paid to members of the supervisory board and the audit committee for 2015

Remuneration

Attendance for performing Expenses
(€) fees the function reimbursed Total
Supervisory board members
Branko Tomazi¢ chairman of the SB 2,750 19,500 2,747 24997
Mateja Lovsin Heric¢ deputy chair of the SB 2,750 14,300 0 17,050
Slaven Mickovic member of the SB 2,750 13,000 0 15,750
Keith William Morris member of the SB 2,750 13,000 14916 30,666
Martin Albreht member of the SB 1,375 5,778 0 7153
Gorazd Andrej Kunstek member of the SB 2,750 13,000 0 15,750
Helena Dretnik member of the SB 1,375 7222 0 8,597
Total supervisory board members 16,500 85,800 17,664 119,963
Audit committee members
Mateja Lovsin Heric chair of the AC 1980 4,875 0 6,855
Slaven Mickovic member of the AC 1980 3,250 0 5,230
Ignac Dolensek member of the AC 0 14175 213 14,388
Total audit committee members 3,960 22,300 213 26,473
Liabilities to members of the supervisory board and audit committee of the supervisory board based on gross
remuneration
®©) 31/12/2016 31/12/2015
Branko Tomazic¢ 0 2,230
Mateja Lovsin Heric¢ 3,381 2,093
Slaven Mickovic 2971 1,849
Gorazd Andrej Kunstek 1908 1,358
Keith William Morris 7145 13,621
Mateja Zivec 2,28 0
Ignac Dolensek 544 4,332
Helena Dretnik 0 1,358
Total 18,078 26,841
Employee remuneration not subject to the tariff section of the collective agreement for 2016
Gross salary Fringe benefits
Gross salary - - variable and other
©) fixed amount amount benefits Total
Individual employment contracts 4,687,613 298,061 137,726 5,123,400
Employee remuneration not subject to the tariff section of the collective agreement for 2015
Gross salary Fringe benefits
Gross salary - - variable and other
©) fixed amount amount benefits Total
Individual employment contracts 4,455,591 298,296 103,504 4,857,391
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Receivables due from the state and majority state-owned companies

®) 31/12/2016 31/12/2015
Interests in companies 9,406,870 8,770,698
Debt securities and loans 281,292,477 311,386,506
Receivables due from policyholders 141,554 358,169
Total 290,840,901 320,515,374

Liabilities to the state and majority state-owned companies

€) 31/12/2016 31/12/2015

Liabilities for shares in claims 4,263 80,548

Income and expenses relating to majority state-owned companies

®) 2016 2015
Dividend income 459,282 471,565
Interest income 9,758,691 11,937,362
Gross premiums written 13,317,626 12,032,671
Gross claims payments -2946,450 -10,502,788
Total 20,589,149 13,938,809

Characteristics of loans granted to subsidiaries

Borrower Principal Type of loan Maturity Interest rate
Sava neZivotno osiguranje (SRB) 500,000 ordinary 30/06/2017 3.60 %
Sava neZivotno osiguranje (SRB) 800,000 ordinary 30/06/2018 290 %
Zavarovalnica Sava 734953 subordinated no maturity 7.00 %
Zavarovalnica Sava 800,000  subordinated no maturity 7.50 %
Total 2,834,953
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19. SIGNIFICANT
EVENTS AFTER THE
REPORTING DATE

On 7 March 2017, the 32nd general meeting of Sava Re
took place at the Horus Hall of the Austria Trend Hotel
in Ljubljana. The general meeting elected the new su-
pervisory board members for the next four-year term
of office: Ivan Davor Gjivoje (term of office to start on
7 March 2017) and Mateja Lovsin Heri¢, Keith William
Morris and Andrej Kren (terms of office to start on
16 July 2017). As of 7 March 201/, the supervisory board
of Sava Re has operated with all of its six members.

In 2006 and 2007, Sava Re raised a subordinated debt
in the nominal amount of € 32 million maturing in 2027.
Sava Re raised the subordinated debt to expand the Sava
Re Group to the markets of the former Yugoslavia and
to improve its capital adequacy position in accordance
with the then applicable insurance laws and the Standard
& Poor’s model. In January 2014, Sava Re redeemed € 8
million of the nominal amount of its subordinated debt.
Under the contractual provisions, the remaining nominal
amount of € 24 million can be early repaid as of 2017.
After receiving the approval of the Slovenian Insurance
Supervision Agency, Sava Re repaid the first tranche of
the subordinated debt in the nominal amount of €12 mil-
lion on 15 March 2017. The remaining part of the subordi-
nated debt in a nominal amount of € 12 million is sched-
uled to be repaid in June 2017. After the repayment of
the subordinated debt, Sava Re and the Sava Re Group
will maintain a high solvency ratio under the applicable
law. Furthermore, the simulations of models of rating
agencies Standard & Poor’s and A.M. Best have shown
that the early repayment of the subordinated debt will
not affect the capital position so that both the Company
and the Sava Re Group will maintain a solid target level
of capitalisation.
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20. GLOBAL NON-LIFE
REINSURANCE MARKETS*

The non-life reinsurance industry is heading for a fifth year of strong underwriting re-
sults. The combined ratio for 2016 is estimated to be 93-94 %, a bit higher than in prior
years, which benefited from low cat losses. In addition, the claims ratio has been reduced
by positive reserve releases from redundant reserves for prior years’ claims. Excluding
these two impacts, the underlying combined ratio would likely instead be around 99 % in
2016. Assuming average catastrophe losses, moderating reinsurance rates, a less-benign
claims environment and declining reserve releases, the combined ratio in non-life rein-
surance is forecast to be around 94-96 % in 2017 and 2018.

In the low-yield investment environment, underwriting results remain the main profit
driver for non-life reinsurers. The industry achieved a meagre average 3.5 % annualised
investment yield in the first half of 2016, up slightly from 2015, 2.6 % from investment
income and 0.9 % from capital gains. While interest rates in advanced markets are ex-
pected to rise, they are likely to remain below pre-financial crisis levels.

The capital position of global reinsurers, grew by 7 % in the first half of 2016. The increase
was almost entirely due to unrealised gains on investments, mainly associated with de-
clines in interest rates during the period. As the industry is enjoying strong capital levels,
capital growth has been managed increasingly via dividend payments and share buy-
back programmes. Return on equity for 2016 declined to around 9 %, down 3 p.p. from
2015. It is expected that due to lower investment returns and combined ratios that will
not include any reserve releases, but will include an average of catastrophe events, the
return on equity for the next two years is likely to remain below the average of the re-
cent years. The forecast for overall return for the next two years is therefore moderate,
around 7 %.

Reinsurance premium rates in 2016 continued to fall, albeit more slowly than in previous
years. Given the strong erosion of profit margins over the last two years, property ca-
tastrophe reinsurance rates are close to bottoming out. The softening of average rates is
expected to moderate across all lines of business. For casualty and specialty lines, signif-
icant differences in pricing developments by market and line of business are expected.

Global non-life reinsurance premiums are expected to increase in 2017. Demand will likely
also be supported by new solvency regulations. Non-life reinsurance has become more
attractive for European insurers under Solvency Il, since the new standards better re-
flect the risk mitigating effect of reinsurance. In the emerging markets, premium growth
will improve on the back of macroeconomic recovery, particularly in Latin America, and
rising cessions in China. Several other Latin American and Asian countries are strength-
ening solvency regulations. The addition of risk-based charges is likely to lead to higher

35 Based on Swiss Re: Global Insurance Review 2016 and Outlook 2017/18, November 2016.
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capital requirements overall. The growth in global premiums is expected to recover fur-

ther in 2018, driven by stronger sales of primary insurance on all continents.

Real growth/decline of non-life reinsurance premiums

2014 2015 2016 2017 Plan
Mature markets 12% 0.8% 1.6% 11%
Emerging markets 37 % 29% -0.7% 53%
Global markets 0.0% 1.4 % 1.0% 22%
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21.  SAVA RE REVIEW OF OPERATIONS
AND FINANCIAL POSITION

211. Sava Re review of operations

Net premiums earned

Gross premiums written by geographical area

©) 2016 2015 Index
Slovenia 52,111,263 51,033,032 102.1
International 95,315,630 100,949,389 94.4
Gross premiums written 147,426,893 151,982,421 97.0
Net premiums earned

©) 2016 2015 Index
Gross premiums written 147,426,893 151,982,421 97.0
Net premiums written 129,878,160 133,613,496 97.2
Change in net unearned premiums 3,550,715 -8,134,199 2437
Net premiums earned 133,428,875 125,479,297 106.3

Gross premiums written in Slovenia rose by 2.1 %, or € 1.1 million (increase in premiums
written by Zavarovalnica Sava), while gross premiums written abroad decreased by 5.6 %
or € 5.6 million. The drop in premiums from abroad is chiefly owing to the decline in
premiums written in South Korea and in the USA, which is partly due to the soft market
prevailing in international reinsurance markets and the resulting more selective under-
writing. Nevertheless, South Korea remains an important market and our cooperation
with our partners in this region is stable and long-term. Apart from this, Sava Re gener-
ated solid growth in international markets: in Asian markets (excluding South Korea) 12 %
growth; in African markets 29 % growth and in Latin American markets average growth
of over 13 %.

Despite the drop in gross premiums written, net premiums earned for the period were
higher than year on year. Net unearned premiums were lower than at year-end 2015,
while the 2015 year-end figure was an increase from end of 2014. The reasons for this
trend are the decline in premiums from abroad and a relatively larger share of non-pro-
portional business. Gross unearned premiums relating to international business rose by
€ 3.5 million, while those relating to reinsurance business dropped by € 0.2 million.

The largest share of premiums in 2016 remained fire business and increased by 4.1 per-
centage points compared to 2015. There was also a change in the proportion of accident
business, down by 2.5 p.p.

SAVA RE ANNUAL REPORT 2016 243



Gross premiums written by class of business

48.6 Fireinsurance 44.5

14.4 Other damage to property 141

€1414 10.8 Land vehicles casco 10.8
million 8.5 Motor liability 8.2
3.1 Personal accident 6.2

14.0 Other 16.2

2016 2015

Proportional reinsurance premiums declined by € 8.2 million in 2016 (mainly due to the
cancellation of South Korean business), while non-proportional reinsurance premiums

rose by € 3.2 million. Although the proportion of facultative reinsurance business in-
creased, premiums rose by only € 0.4 million. Thus the share of non-proportional rein-
surance premiums rose by 2.9 p.p. due to premium growth, while the share of propor-

tional business dropped by 3.2 p.p.

Gross premiums written by form of reinsurance

M.1%
25.2%
3.1%

2016
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Proportional reinsurance 14.9%
Non-proportional reinsurance 22.4%
Facultative reinsurance 2.1%

2015
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Net earned premiums by class of business

Sava Re
©) 2016 2015
Personal accident 6,304,954 8,884,659
Health 712,445 1,854,428
Land vehicles casco 14,474 119 15,963,270
Railway rolling stock 90,732 88,765
Aircraft hull 830,025 579,596
Ships hull 3,492,377 3,463,323
Goods in transit 5,084,727 4,557,322
Fire and natural forces 60,878,857 52,353,695
Other damage to property 19,273,255 18,052,219
Motor liability 11,991,387 12,093,769
Aircraft liability 145914 -33,434
Liability for ships 529,871 238,797
General liability 5,618,316 4126930
Credit 584,669 446,433
Suretyship 179,896 167,629
Miscellaneous financial loss 3,257,056 2,481,708
Legal expenses 9,985 3,580
Assistance 14,097 -2,348
Life insurance 152,757 32,848
Unit-linked life 108,950 126,107
Total 133,428,875 125,479,297
Net claims incurred
Gross claims paid by geographical area
©) 2016 2015 Index
Slovenia 26,870,199 33,203,760 809
International 58,295,393 56,485,777 103.2
Total 85,165,592 89,689,537 95.0
Net claims incurred
©) 2016 2015 Index
Gross claims paid 85,165,592 89,689,537 95.0
Net claims paid 75,354,184 75,938,766 99.2
Change in the net provision for outstanding claims 6,427,381 10,741,816 59.8
Net claims incurred 81,781,565 86,680,582 94.3
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Net claims incurred, excluding exchange differences

€) 2016 2015 Index
Gross claims paid 85,165,592 89,689,537 95.0
Net claims paid 75,354,184 75,938,766 99.2
Change in the net provision for outstanding claims 5,067,276 6,970,592 727
Net claims incurred 80,421,460 82,909,358 97.0

Gross claims paid of Sava Re decreased by 5.0 % in 2016. Gross claims paid relating to
domestic business decreased by 19.1 % compared to 2015. In 2015, there were many
claim payments for the ice damage loss relating to 2014 (settled from provisions). Gross
reinsurance claims from abroad increased by 3.2 % compared to 2015 as a result of claim
payments for past underwriting years.

The change in the net claims provision was smaller than in 2015 because of the reserving
for a catastrophic event (explosion) in China, while additionally the reinsurers’ share of
the claims provisions relating to ice damage was released. Claims provisions increased
because of the established claims provisions for underwriting year 2016 for which - due
to the soft reinsurance market globally - we expect higher incurred loss ratios. The rein-
surers’ share of the claims provisions for Slovenian business rose in 2016 as a result of ad-
ditions made relating to hail losses in Slovenia and for one major fire loss on the Group’s
portfolio. The change in the net claims provision was also affected by exchange differ-
ences as the provision increased by € 1.4 million in 2016 (2015: decrease of € 3.8 million).
The 2016 net incurred loss ratio of Sava Re stood at 61.3 %, an improvement by 7.8 per-
centage points year on year. Excluding exchange differences, the ratio improved by only
6.1 percentage points.

In terms of class of business, 2016 claims were still dominated by fire claims. Compared
with 2015, their share decreased by 0.6 percentage points. The share of motor reinsur-
ance business increased by 0.8 p.p., while other damage to property reinsurance busi-
ness declined by 2.6 p.p.

Gross claims paid by class of business

41.6% Fire insurance 48.2%
11.6% Land vehicles casco 13.2%
€85.2 11.5% Other damage to property 14.1% €89.7
million 10.9% Motor liability 8.5% million
5.2% Personal accident 5.9%
13.2% Other 10.1%
2016 2015

Claims by form of reinsurance: the structure of claims changed in line with the change
in the premium structure, with a reduced share of proportional reinsurance claims and
an increased share of non-proportional claims. Proportional claims dropped by € 3.4
million, while non-proportional claims rose by € 4.1 million. Facultative claims declined
by € 4.2 million.
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Gross claims paid by form of reinsurance

14.1% Proportional reinsurance 75.7%
24.6% Non-proportional reinsurance 18.8%

0.7% Facultative reinsurance 5.5%
2016 2015

Net claims incurred by class of business

Sava Re
€) 2016 2015
Personal accident 3,952,571 6,286,414
Health 618,423 1,505,486
Land vehicles casco 10,566,432 11,311,767
Railway rolling stock 14,576 2,529
Aircraft hull 879,959 452,533
Ships hull 5,379,887 2,707,318
Goods in transit 2,315,388 3,343,385
Fire and natural forces 40,374,237 41,517950
Other damage to property 5,283,733 10,213,560
Motor liability 7,713,839 6,334,720
Aircraft liability -68,685 113,410
Liability for ships 401,927 31,596
General liability 2,897,308 1,457,390
Credit -237)31 149,223
Suretyship 205910 532,874
Miscellaneous financial loss 1,671,024 1,266,246
Legal expenses 2,379 1,610
Assistance 1,714 -3,391
Life insurance -232,309 -279.137
Unit-linked life 43,811 33,545
Total 81,781,565 86,680,582
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Operating expenses

Operating expenses

©) 2016 2015 Index
Acquisition costs 33,061,396 32,445,281 1019
Change in deferred acquisition costs (+/-) 3,598,331 -1,492,043 441.2
Other operating expenses 10,629,248 0,275,988 14.6
Operating expenses 47,288,975 40,229,226 117.5
Income from reinsurance commission -2,813,943 -2,605,901 92.0
Net operating expenses 44,475,032 37,623,325 118.2

Despite the drop in gross premiums written in 2016, acquisition costs increased by 1.9 %.
The ratio of acquisition costs to premiums increased by 1.1 p.p. year on year to 22.4 %. In
2016, the change in deferred acquisition costs was smaller than the year-on-year figure,
mainly due to the reduction relating to the estimated future sliding scale commission
for Group cedants, but also reflecting weaker premium growth resulting in a smaller
increase in acquisition costs in 2016 compared to the increase in 2015 over 2014. The
mechanisms are much the same as the effect of the movement in gross premiums writ-
ten on the movement of unearned premiums.

Other operating expenses increased by 14.6 % compared to 2015, due to increased per-
sonnel costs (recruitment) and advisory services (relating to the merger of the Slovenian
and Croatian insurers). Expenses by nature are shown in note 31 of the notes to the fi-
nancial statements.

The larger reinsurance commission income is primarily the result of increased commis-
sion income generated by Sava Re on retrocessions relating to reinsurance programmes
of Slovenian cedants based on the technical performance of retroceded business over
the past years.

Net investment income

The netinvestment income of the investment portfolio of Sava Re totalled € 27.7 million
in 2016 (2015: € 15.6 million), of which € 6.6 million relates to financial investments and
€ 219 million to investments in subsidiaries.

The realised net investment income also includes exchange gains relating to investments
used by the Company for asset-liability matching in foreign currencies. However, the
effect of exchange differences does not fully impact profit or loss since liabilities de-
nominated in a foreign currency move in line wi th investments in that currency. For this
reason, the net investment income and the investment return are also shown excluding
foreign exchange differences. The total impact of exchange differences on the result is
set out in the notes to the financial statements of the annual report, section 24.5.3.1.4
“Currency risk”,
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Net investment income of the Sava Re investment portfolio

Absolute

€) 2016 2015 change Index
Income relating to financial investments, including investment property 13,011,311 18,689,640 -5,678,329 130.4
Expenses relating to financial investments, including investment property 6,462,662 10,292,952 -3,830,290 62.8
Net investment income relating to financial 6,548,649 8,396,688 -1,848,039 278.0
investments, including investment property
Net investment income of financial investments in subsidiaries and associates 21977734 8,134,012 13,843,721 270.2
Net inv. income of the investment portfolio 28,526,382 16,530,700 11,995,682 172.6
Expenses relating to financial liabilities 841,834 896,145 -54,.31 939
Net inv. income of the investment portfolio 27,684,549 15,634,555 12,049,994 1774
Net inv. income of the investment portfolio, excluding exchange differences 26,323,673 12,407,054 13,916,619 212.2

After eliminating exchange differences, which do not fully affect profits, the net invest-

ment income of the investment portfolio totalled € 26.3 million, an increase of € 13.9

million over 2015. The increase in the net investment income was mostly due to the

higher dividends paid by the subsidiaries. Detailed data are shown in the following table.
Income, expenses and the net inv. income relating to the Sava Re investment portfolio

Absolute

€) 2016 2015 change
Income
Interest income 4,427975 4,710,946 -282970
Change in fair value and gains on disposal of FVPL assets 100,222 365,320 -265,098
Gains on disposal of other IFRS asset categories 676,088 603,182 72906
Income of subsidiary and associate companies 26,308,516 13,004,219 13,304,297
Income from dividends and shares - other investments 742973 725,812 17161
Exchange gains 6,926,024 12,264,856 -5,338,832
Other income 138,030 19,524 118,506
Total income from the investment portfolio 39,319,829 31,693,859 7,625,969
Expenses
Interest expenses 841,834 896,145 -54,311
Change in fair value and losses on disposal of FVPL assets 205,693 218,498 -12,805
Losses on disposal of other IFRS asset categories 185,008 313,525 -128,517
Expenses of subsidiary and associate companies 4,330,782 4,870,049 -539,267
Impairment losses on investments 330,740 713,284 -382,543
Exchange losses 5,565,149 9,037,355 -3,472,206
Other 176,072 10,448 165,624
Total expenses for the investment portfolio 11,635,278 16,059,304 -4,424,026
Net inv. income of the investment portfolio 27,684,551 15,634,555 12,049,995
Net inv. income of the investment portfolio, excluding exchange differences 26,323,673 12,407,054 13,916,619
Return on the investment portfolio 6.0 % 3.5% 2.5%
Return on the investment portfolio, excluding exchange differences 5.8% 2.8% 3.0%

Income/expenses include income/expenses relating to in-  ment under other technical income/expenses and other

vestment property. These are show in the income state-  income/expenses.
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The largest contribution to total 2016 income related to dividends received from the
subsidiaries, totalling € 26.3 million, up € 13.3 million year on year. Compared to 2015,
there was a modest rise in realised gains on the disposal of investments and in the divi-
dend income from other investments. Interest income was slightly lower year on year. In
2016 positive exchange differences of € 6.9 million were realised (2015: € 12.3 million).
Compared to the same period last year, investment portfolio expenses decreased by
€ 4.4 million. The main elements constituting total 2016 investment expenses were im-
pairment losses on the investment portfolio of € 4.6 million (impairment losses on sub-
sidiaries of € 4.3 million and impairment losses on other financial investments of € 0.3
million) and exchange losses of € 5.6 million (2015: € 9.0 million).

21.2. Financial position of Sava Re

As at 31 December 2016, the total assets of Sava Re stood at € 568.1 million, a drop of
0.5 % compared to year-end 2015. Below we set out items of assets and liabilities in ex-
cess of 5 % of total assets/liabilities as at 31 December 2016, or items that changed by

more than 2 % of equity.

21.21.  Assets

Total assets by type

As % of As % of

total as at total as at

€) 31/12/2016 31/12/2016 31/12/2015 31/12/2015
ASSETS 568,147,764 100.0% 570,886,710 100.0 %
Intangible assets 832,567 01% 666,490 01%
Property and equipment 7,753,202 1.4 % 2,455,343 0.4%
Deferred tax assets 1,373,436 0.2% 2,285,448 0.4 %
Investment property 3,122,076 05% 2,999,742 05%
Financial investments in Group companies and associates 191,640,382 33.7% 208,231,721 36.5%
Financial investments 249948775 440 % 242,633,203 42.5%
Reinsurers’ share of technical provisions 18,203,912 32% 16,026,358 2.8%
Receivables 79,836,627 14.1% 84,425,749 14.8 %
Deferred acquisition costs 6,897,710 12% 10,496,041 1.8%
Other assets 549,258 01% 380,665 01%
Cash and cash equivalents 7989,819 1.4 % 285,950 0.1%
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21.211.

Financial investments in subsidiaries and associates and other

financial investments

The investment portfolio consists of the following statement of financial position items:

financial investments, financial investments in subsidiaries, investment property and

cash.

The Sava Re investment portfolio totalled € 452.7 million as at 31 December 2016

(31112/2015: € 454.2 million).

Sava Re investment portfolio by asset class®

Absolute
€) 31/12/2016 31/12/2015 change Index
Deposits 2,398,602 4923,273 2,524,670 487
Government bonds 122,970,380 111,243,783 1,726,597 110.5
Corporate bonds* 101,722,168 102,964,235 -1,242,067 98.8
Shares 9,798,315 10,892,491 -1,094,176 90.0
Mutual funds 2,388,497 4,075,691 -1,687,194 58.6
Loans granted and other investments 2,834,953 2,834953 0 100.0
Deposits with cedants 7,835,859 5,698,774 2,137,085 137.5
Total financial investments 249,948,774 242,633,200 7,315,575 103.0
Financial investments in subsidiaries 191,640,382 208,231,721 -16,591,339 92.0
Investment property 3,122,076 2,999,742 122,335 104.1
Cash and cash equivalents 7989,819 285950 7.703,868 2,7941
Total investment portfolio 452,701,051 454,150,613 -1,449,561 99.7

*

\bn 2(d)15, corporate bonds did not include government guaranteed corporate bonds (€ 9.1 million) as they were classified as government
ondas.
The investment portfolio declined by € 1.4 million compared to the prior year. The trend
of the investment portfolio was mainly a result of the following factors:
+ dividends received from subsidiaries (€ 26.3 million),
+ positive cash flow from core business (€ 9.5 million),
+ change in accrued interest (€ 4.4 million),
+ change in exchange differences (€ 1.5 million),
+ change in the fair value reserve (€ 1.1 million),
+ dividend income from other investments (€ 0.7 million),
- winding up of Velebit usluge (€ 12.5 million),
- dividend payouts to shareholders (€ 12.4 million),
- own share repurchases (€ 14.6 million),
- impairment losses on investments in subsidiaries in Serbia and Kosovo (€ 4.3 million),
- impairment losses on financial investments of € 0.3 million,
- other factors affecting the level of investments totalling € 0.9 million (interest re-
lating to financing).

As at 31 December 2016, fixed-income investments (deposits, government bonds, cor-
porate bonds) accounted for 50.2 % of the investment portfolio (31/12/2015: 48.3 %).
Their proportion in the structure of the investment portfolio rose by 19 percentage
points. Financial investments in subsidiaries represented 42.3 %, down 3.5 percentage
points year on year. The decline is due to the winding up of Velebit usluge and impair-
ment losses on the subsidiaries Sava Zivotno osiguranje and lllyria. The proportion of
other asset classes remained broadly the same year on year.

36 Effective as of 1January 2016, the Company changed the recording of demand deposits under cash and cash equivalents (in 2015 shown
under the deposit item).
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Following is an overview of the structure of the investment portfolio.

Structure of the investment portfolio

48.3%  Fixed-income financial investments 51.9%
45.9%  Financial investments in subsidiaries 42.3%
3.3% Sharesand mutual funds 2.1%
0.7%  Property 0.7%
1.8%  Other 2.4%
2015 2016

Following is a graph showing the structure of fixed-income investments.

Structure of fixed-income investments as part of the investment portfolio

60.0% -
I Cashand cash equivalents
50.0% -| 0.1% 1.8%
1.5% B.1% I Covered bonds
40.0% -
15.2% 14.3% I Regular corporate bonds
30.0% -
1.6%
9 Government-guaranteed
20 I bonds
20.0%
22.5% 25.6% I Government bonds
10.0% -
11% . I Deposits
0.0% - -1/ 0.5%
2015 2016

In terms of the structure of fixed-income investments in 2016 relative to 2015, there was
a decline in the proportions of regular corporate bonds and government guaranteed
bonds. The decline is due to their being reinvested in government bonds upon maturity.
The share of deposits decreased due to the change in the classification of demand de-
posits classified as cash and cash equivalents as of 1 January 2016.

2121.2. Receivables

Receivables declined by 5.4 %, or € 4.6 million, at year-end 2016. The decline stems from
the receivables arising out of reinsurance and co-insurance item (as a result of the drop
in business from abroad) and the current tax assets item (in 2015 there were tax assets,
in 2016 tax liabilities). The percentage of non-past-due receivables was 80.4 %, together
with past-due receivables up to 180 days, they accounted for 86.6 %. Sava Re almost
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exclusively transacts business with highly rated insurers and reinsurers, which is why im-
pairment losses on operating receivables are small.

21.21.3.  Cashand cash equivalents

Cash and cash equivalents increased in 2016 because of the changed treatment of de-
mand deposits. As of 1 January 2016, demand deposits were classed as items of cash and
cash equivalents. At 31 December 2016, demand deposits totalled € 6.9 million.

21.2.2. Liabilities

Equity and liabilities by type

As % of As % of

total at total at
€) 31/12/2016 31/12/2016 31/12/2015 31/12/2015
EQUITY AND LIABILITIES 568,147,764 100.0% 570,886,710 100.0 %
Capital 270,355,622 476 % 263,679,403 46.2 %
Share capital 71,856,376 12.6% 71,856,376 12.6%
Capital reserves 54,239,757 95% 54,239,757 95%
Profit reserves 147,004,019 259 % 124,175,314 21.8 %
Treasury shares -24938,709 -4.4 % -10,319,347 1.8%
Fair value reserve 3,785,553 07% 3,006,703 05%
Reserve due to fair value revaluation -1,765 -42.835
Retained earnings 9,283,163 1.6 % 12,769,646 22%
Net profit/loss for the period 9,127,228 1.6 % 7993,789 1.4 %
Subordinated liabilities 23,570,771 41% 23,534,136 41%
Technical provisions 226,207,479 39.8% 220,901,954 38.7%
Other provisions 331,802 01% 347277 01%
Deferred tax liabilities 0 0.0% 0 0.0%
Other financial liabilities 104,280 0.0% 91,897 0.0%
Liabilities from operating activities 43797970 77 % 47871910 8.4 %
Other liabilities 3,779,840 0.7% 14,460,133 25%

*  There was a material increase in other liabilities to year-end 2015 from year-end 2014 because of liabilities to Velebit usluge - in liquidation
for the payment of the purchase price of shares in Velebit osiguranje and Velebit zivotno osiguranje in the amount of € 12.3 million.

21.2.21.  Equity
Equity is the largest item on the liabilities side, representing 47.6 % of liabilities and eqg-
uity. Compared to 31 December 2015, equity increased by 2.5 % or € 6.7 million due to
the following movements:
the net profit for 2016 amounted to € 32.9 million (increase in equity);
Sava Re paid out dividends in the amount of € 12.4 million (decrease in equity);
own shares of € 14.6 million were repurchased (decrease in equity);
the fair value reserve increased by € 0.8 million as a result of trends in capital markets
(decrease in equity).
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21.2.2.2.  Technical provisions

Technical provisions, the second largest item on the liabilities side, increased by 2.4 % or
€ 5.3 million compared to 31 December 2015. The increase was mainly due to the growth
in the gross provision for outstanding claims of 4.7 %, or € 8.3 million, which increased in
the Group’s portfolio as a result of some major losses, and in the extra-Group portfolio
due to larger premium growth in previous years. Gross unearned premiums decreased
by 6.9 %, or € 3.2 million, mainly due to the decrease in gross written premiums of non-
Group cedants. The movement in technical provisions is discussed in detail in note 19 of
the notes to the financial statements.

212.2.3. Liabilities from operating activities

Liabilities from operating activities mainly comprise liabilities for claims and commissions
relating to core business and liabilities for reinsurance premiums. Their payment sched-
ules depend on amounts in the fourth quarter reinsurance accounts received, which are
to be settled at a later date similar to receivables. As at 31 December 2016, Sava Re held
current tax liabilities.

21.2.2.4. 0ther liabilities

These liabilities decreased due to the winding up of Velebit usluge.

21.2.3. Capital adequacy of Sava Re

On 1 January 2016%, the Solvency Il regime came into force. This new regime requires
that a risk-based approach be used in the calculation of capital adequacy. For calculat-
ing its capital requirements under Solvency Il, Sava Re uses the standard formula. The
solvency capital requirement is calculated annually, while eligible own funds supporting
solvency requirements are calculated on a quarterly basis.

Pursuant to regulations, Sava Re calculated its capital adequacy position as at 1 January
2016.

Capital adequacy of Sava Re as at 1 Janaury 2016

As at 1 January

€) 2016 (unaudited)
Eligible own funds 379163938
Minimum capital requirement 35,817,895
Solvency capital requirement (SCR) 143,271,578
Solvency ratio 264.6 %

Sava Re’s eligible own funds as at 30 September 2016 totalled € 422.4 million and were
slightly higher than as at 1 January 2016. It needs to be noted that dividend payments
for 2016 are not considered in quarterly calculated eligible own funds, while eligible own
funds as at 31 December 2016 are net of the expected dividends. We assume that the
level of eligible own funds at the end of the year is slightly above the level as at 1 January
2016.

37 During the preparation of the audited annual report, the Sava Re is yet to obtain audited Solvency Il data for 2016.
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We also expect that the solvency ratio as at 31 December 2016 is broadly on the same
level as at 1 January 2016.

Detailed results of Sava Re’s capital adequacy calculation as at 31 December 2016 will be
presented in the Solvency and Financial Condition Report of Sava Re in May 2017.

21.2.4. Otherinvestments of Sava Re in the insurance industry

In addition to its investments in subsidiaries as at 31 December 2016, Sava Re held invest-
ments in other companies in the insurance industry.

Other investments of Sava Re in the insurance industry

Holding (%)
as at 31/12/2016
Slovenia
Skupina prva, zavarovalniski holding, d.d. 4.04%
Zavarovalnica Triglav d.d. 0.73%
EU and other international
Bosna reosiguranje, d.d., Sarajevo, Bosnia and Herzegovina 0.51%
Dunav Re, a.d.o., Belgrade, Serbia 112%

21.2.5. (Capital structure

As at 31 December 2016, Sava Re held € 270.3 million of equity capital and € 23.6 million
of subordinated liabilities. Subordinated liabilities and other financial liabilities accounted
for 8.8 % of capital.

For more details on the subordinate debt, see sections 24.2.18 and 24.6 (note 18) in the
notes to the financial statements.

21.2.6. Cashflow

Net cash from operating activities of the Company in 2016 was € 11.4 million (2015: €5.4
million), reflecting positive cash flow from core reinsurance business.

Net disbursements used in financing activities in 2016 totalled € 28.1 million (2015: € 14.1
million). In 2016, the level of net disbursements used in financing activities was mainly
affected by purchases of own shares (€ 14.6 million) and dividend payouts (€ 12.4 million).
The movement in the net disbursement in financing activities is due to investing activi-
ties, however, the amount was also affected by the above factors.
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213. Human resources management

21.31.  Strategic guidelines for human resources management

Sava Re follows the below strategic guidelines in human resources management:
attracting and retaining the best talent,
developing future leaders, functional expertise, and competent and responsible
employees,
providing effective leadership and employee motivation,
organising work in a secure, diverse, and sustainable-oriented work environment and
promoting a modern corporate culture.

21.3.2.  Key activities in human resources management

In 2016, our activities were focused on strengthening brand recognition in the labour
market, setting up a system for the development of key personnel and succession plan-
ning, improving the remuneration system and improving the Company’s organisational
structure.

We attended a job fair at the faculty of mathematics and physics of the University in
Ljubljana, participated in the Elevator Pitch Festival, and presented the Company at the
Career Centre of the University of Ljubljana in order to strengthen brand awareness
among young, high-potential prospects.

We have developed a leadership model in the form of a competence profile for leaders
with the aim of setting the expected competencies and behaviours of leaders, as a basis
for further activities in the development of key employees and the development of a
modern organisational culture.

We put in place a remuneration policy and made some improvements in the Company’s
remuneration system.

At the end of 2016, we conducted a reorganisation of the Company in line with the stra-
tegic development of the Company and the Sava Re Group.

21.3.3. Recruitment and staffing levels

Recruitment is conducted in line with the adopted recruitment plan.
The Company builds its human resources on the following principles:
recruitment of the most suitable employees,
proper induction of new employees and integration, and
employee development in line with the needs of the Company and the Group.

Number of employees

31/12/2016 31/12/2015 Change
No. of employees (FTE basis) 94.6 83.0 11.6
No. regular employments 102 97 5
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In 2016, we hired 15 new staff, of which 7 arrived from our subsidiaries as part of the
reorganisation during the merger project. The remaining staff members were hired for
the following areas: risk management, asset management, reinsurance operations for
expansion to Latin America, development of information technology, general affairs and
public relations. In August, the supervisory board recalled the chairman of the manage-
ment board. At the end of the year, eight employees were outplaced to the newly estab-
lished Zavarovalnica Sava.

The below tables give details on employees (under employment contracts) by various
criteria.

Number employees by working hours

2016 2015
Type of employees by working hours Number  As % of total Number  As % of total
Part-time 12 1.8 16 16.5
Full-time 90 88.2 81 83.5
Total 102 100.0 97 100.0
Most employees work on a full-time employment contract. Part-time employment re-
lates to employees who split their employment between Sava Re and the Group’s com-
bined insurer. Additionally, part-time employment is offered to employees with statutory
childcare rights.
Number of employees by level of education
2016 2015
Level of formal education Number As 7% of total Number As % of total
Primary and lower secondary education 0 0.0 0 0.0
Secondary education 12 1.8 14 14.4
Higher 5 49 5 5.2
University education 62 60.8 58 59.8
Master’s degree and doctorate 23 22.5 20 20.6
Total 102 100.0 97 100.0

The staffing levels by level of education have not changed significantly over the year.
The largest staff group has a university degree. The increase in the size of this group re-
flects the recruitment of highly qualified staff as required in reinsurance business. The
Company encourages employees to join formal education programmes.
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Employees by age group

2016 2015
Age groups Number  As % of total Number  As % of total
20-25 2 2.0 2 2
26-30 10 9.8 7 7.2
31-35 16 15.7 17 17.5
36-40 22 21.6 24 24.7
41-45 23 22.5 19 19.6
46-50 16 15.7 14 14.4
51-55 5 49 6 6.2
56 and more 8 7.8 8 8.2
Total 102 100.0 97 100.0
The Company’s average employee age decreased slightly compared to the previous year
and was to 41.76 years (2015: 41.92 years), as a result of the recruitment of young people.
Employees by gender
2016 2015
Gender Number As 7% of total Number As % of total
Women 62 60.8 61 629
Men 40 39.2 36 371
Total 102 100.0 97 100.0
The number of women is considerable larger than the number of men. They are rep-
resented at all levels of management and in all professional areas. The share of men
increased in 2016.
Number of employees by years of service at Sava Re
2016 2015
Years of service Number As 7% of total Number As % of total
0-5 years 41 40.2 39 40.2
5-10 years 32 314 32 33.0
10-15 years 1 10.8 8 8.2
15-20 years 8.8 12 124
20-30 years 59 3 31
Over 30 years 29 3 31
Total 102 100.0 97 100.0

The high proportion of employees in the first two categories, based on seniority in the

Company, is attributed to recruitment from 2009 onwards. The number of employees

with over 20 years seniority declined as a result of recent retirements, which reduced

the number of employees with long seniority.
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21.3.4. Absenteeism

Absenteeism is calculated as the number of lost workdays due to absences divided by
the product of the average number of employees multiplied by the average number of
workdays during the period multiplied by 100. The 2016 rate of absenteeism increased
by 0.57 percentage points to 296 %. The rise in the absenteeism rate was primarily the
result of the prolonged absences of three employees.

21.3.5.  Staff turnover

In 2016, we recruited 15 staff, of which 7 were employees of the subsidiaries and 8 new
employees. One staff member left the Company and 9 were employed by subsidiaries.
The 2016 turnover rate was 8.82 %, up 7.79 percentage points year on year (2015:1.03 %).
The high turnover rate is solely the result of the outplacement of a large number of em-
ployees to the Group’s new insurer.

Year Arrivals*  Departures** Difference
2014 16 1 15
2015 9 1 8
2016 15 10 5

*

Arrivals = number of employees who joined the Company
Departures = number of employees who left the Company

*k

21.3.6. Employee training and development

The Company encourages the development of competence and responsibility in its
employees. Employees are encouraged to join education and training programmes
in accordance with the needs of the workplace as well as their personal and career
development.

Employees participate in domestic and foreign business and professional conferences
and training events. In 2016, we carried out a considerable number of group training in
foreign languages, the use of computer applications and personal growth.

We encourage the recruitment of young high-potential people. In order to prepare new
employees for their new role quickly and efficiently, the Company prepares programmes
for internships and probationary periods. During this period, new employees are placed
in the care of a mentor and a leader.

We also encourage knowledge transfer among employees in the Sava Re Group. To this
end, Sava Re organised the following events in 2016: sales conferences, an internal audit
workshop, an IT workshop, seminars in finance, accounting, controlling, actuarial affairs,
risk management, human resources management and a seminar in strategic purchasing.
Traditionally, the Group organises two strategic conferences to encourage the Group-
wide transfer of best practices in governance and management. This year’s focus was on
corporate communication, the future of the insurance industry, teamwork and creative
thinking.
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21.3.1. Management and motivation

We encourage a positive working climate by effective leadership and motivation of em-
ployees, effective organisation of work and the involvement of employees in a number
of projects.

21371.  Annual performance appraisal interviews

At the end of the year, all employees went through a regular process of annual perfor-
mance appraisal interviews. These regular annual interviews are opportunities for lead-
ers and employees to discuss realised and planned activities; achieved and new objec-
tives; realised and required education and training; and other plans.

2137.2. Healthand safety at work

Activities of health and safety at work involve all employees, management, human re-
sources, an approved medical examiner and one more external authorised service
provider.

Employees are regularly referred to periodic health checks and undergo regular training
in health and safety at work in accordance with applicable laws and internal acts.

The Company’s holiday facilities in Bohinj and Cres are available for employees to use.

213.13. Other activities

Sava Re closely cooperated with two workers’ organisations in the Company, the work-
ers’ council and the union. In 2016, the cooperation was regarding the amendments to
the Company’s internal acts.

All-staff meetings are an important source of information for employees, where the
management board presents results of operations, plans for the current period and the
development strategy of the Company and the Group.

The culture of cooperation and integration is strengthened in corporate events, training
and various social events. This year again, employees participated in voluntary activities
as part of Sava Re Day.
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Organisational chart of Sava Re as at 31 December 2016

== MANAGEMENT BOARD =

Company Secretary
Advisor to the Management Board
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21.4. Sava Re Risk Management

The organisation, process of risk management as well as the risk management policy
of Sava Re is described in the business report of the Sava Re Group, section 11 “Risk
management”.

21.5. Internal audit

The organisation of internal auditing in 2016 is described in the business report of the
Sava Re Group, section 13 “Operation of the internal audit”.

21.6.  Business processes and IT support

In 2016, Sava Re continued with the implementation of the REvolve application for the
support of reinsurance operations. As of the beginning of the year, we started using
REvolve as the sole system for the recording and posting of reinsurance accounts, for
preparing payment transactions and for netting receivables and liabilities through bank
statements. Revolve was integrated with the Navision accounting software, into which
reinsurance postings are made automatically. After the first quarter, in which reinsur-
ance postings were fully supported by REvolve, the implementation of an information
system to support reinsurance operations was formally completed, although some
planned modules remain to be developed. Based on our experience, we gave priority to
optimising the existing contract module, which required major changes in the architec-
ture. We will continue upgrading and developing REvolve in line with the needs of the
business process.

Even though REvolve was in production use, we continued using the old Reinsurance
Contract application in 2016, using it as an interface between REvolve and the current
data warehouse. No direct transfer of REvolve into the existing data warehouse has
been performed as a new data warehouse using new technology is planned to be set
up. In the second half of 2016, we started working on the new data warehouse, which
is scheduled to be completed in the first half of 2017. Once the new data warehouse is
fully functional, the old Reinsurance Contract application and the old data warehouse
will be shut down.

Furthermore, we implemented the PACE tool in 2016 intended for catastrophe mod-
elling used in reinsurance underwriting and pricing. PACE was in test use in the second
quarter, but was prepared for production use at the end of the year so it could be used
in the reinsurance treaty renewals for 2017.

We continued developing other small applications, in particular the risk register, which
started to be used also by some other companies of the Group.

In terms of infrastructure, some major changes were planned for 2016 relating to the
consolidation of the Maribor and Novo mesto data centres (purchase of new blade serv-
ers, purchase of additional virtual tape library in the Maribor data centre, enhancement
of memory capacity), but due to the merger activities surrounding Zavarovalnica Sava,
these plans remained unrealised. These activities will be continued in 2017.
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21.1. Sava Re performance indicators®®

Development of gross premiums written

€ 2016 2015 Index

1 2 172
Personal accident 5,459,215 9,411,698 58.0
Health 439,435 2,150,843 204
Land vehicles casco 16,046,517 16,432,253 977
Railway rolling stock 111,896 102,650 109.0
Aircraft hull 847,304 616,442 137.5
Ships hull 3,400,041 3,772,148 90.1
Goods in transit 5,217,065 4975,663 1049
Fire insurance 71,576,193 67,676,509 105.8
Other damage to property 21,299,464 21,362,766 99.7
Motor liability 12,460,725 12,536,166 99.4
Aircraft liability 56,730 174,181 32.6
Liability for ships 515,436 334,736 154.0
General liability 6,302,548 4,783,141 131.8
Credit 918,053 603,027 152.2
Suretyship 209,725 142,740 1469
Miscellaneous financial loss 2135991 4930,798 433
Legal expenses 10,532 6,228 -
Assistance 15,573 -2,469 -630.8
Life insurance 145900 1,674,409 87
Unit-linked life 258,549 298,491 86.6
Total non-life 147,022,444 150,009,522 98.0
Total life 404,449 1,972,899 20.5
Total 147,426,893 151,982,421 97.0

38 Performance indicators are given pursuant to the Decision on the annual report and quarterly financial statements of insurance companies
(Official Gazette of the Republic of Slovenia, nos. 1/2016, 85/2016).
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Net premiums written as a percentage of gross premiums written

Gross written  Net premiums
(€, except percentages) premiums written 2016 2015
1 2 21
Personal accident 5,459,215 5,416,523 99.2 % 99.4 %
Health 439,435 439,435 100.0 % 100.0 %
Land vehicles casco 16,046,517 14,922,485 93.0% 94.1%
Railway rolling stock 111,896 111,896 100.0 % 100.0 %
Aircraft hull 847,304 847,304 100.0 % 100.0 %
Ships hull 3,400,041 3,241,229 95.3% 98.1%
Goods in transit 5,217,065 4944693 94.8 % 95.7 %
Fire insurance 71,576,193 61188913 855% 841%
Other damage to property 21,299,464 18,047,835 84.7 % 86.8 %
Motor liability 12,460,725 11,933,665 95.8 % 96.3 %
Aircraft liability 56,730 422 0.7% 70.8 %
Liability for ships 515,436 509,298 98.8 % 98.4%
General liability 6,302,548 5,825,429 92.4 % 88.8%
Credit 918,053 918,053 100.0 % 100.0 %
Suretyship 209,725 209,725 100.0 % 100.0 %
Miscellaneous financial loss 2,135,991 1,669,919 78.2 % 92.3%
Legal expenses 10,532 10,532 100.0 % 100.0 %
Assistance 15,573 15,573 100.0 % 100.0 %
Life insurance 145900 -483,720 -331.5% -131%
Unit-linked life 258,549 108,950 421 % 423 %
Total non-life 147,022,444 130,252,931 88.6 % 89.1%
Total life 404,449 -374,771 -92.7% -4.7 %
Total 147,426,893 129,878,160 88.1% 87.9 %
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Development of gross claims paid

©) 2016 2015 Index

1 2 172
Personal accident 4,442 592 5,279,619 841
Health 310,753 1,476 957 21.0
Land vehicles casco 9,866,398 11,810,796 83.5
Railway rolling stock 13,970 2,529 552.4
Aircraft hull 251,644 339,744 74.1
Ships hull 2,183,806 2,068,469 105.6
Goods in transit 3,299,750 1,337,086 246.8
Fire insurance 40,569,708 43,200,550 939
Other damage to property 9,805,823 12,634,203 776
Motor liability 9,323,574 7,625,754 122.3
Aircraft liability 43,436 4718 920.6
Liability for ships 12,462 132,005 85.2
General liability 1,521,495 2,023,580 75.2
Credit -259,264 -150,180 172.6
Suretyship 90,499 338,049 26.8
Miscellaneous financial loss 2,910,701 223,207 1,304.0
Legal expenses 649 821 79.0
Assistance 70 728 9.7
Life insurance 550,715 1,211,842 454
Unit-linked life 126,311 129,060 979
Total non-life 84,488,566 88,348,635 95.6
Total life 677,026 1,340,902 50.5
Total 85,165,592 89,689,537 95.0
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Loss ratios

Gross written

Gross claims

(€, except percentages) premiums paid 2016 2015
1 2 21
Personal accident 5,459,215 4,442 592 81.4 % 56.1%
Health 439,435 310,753 70.7 % 68.7 %
Land vehicles casco 16,046,517 9,866,898 61.5% 719 %
Railway rolling stock 111,896 13,970 12.5% 25%
Aircraft hull 847,304 251,644 29.7 % 55.1%
Ships hull 3,400,041 2,183,806 64.2 % 54.8%
Goods in transit 5,217,065 3,299,750 63.2% 269 %
Fire insurance 71,576,193 40,569,708 56.7% 63.8%
Other damage to property 21,299,464 9,805,823 46.0 % 591 %
Motor liability 12,460,725 9,323,574 74.8 % 60.8 %
Aircraft liability 56,730 43,436 76.6 % 2.7%
Liability for ships 515,436 112,462 218 % 39.4%
General liability 6,302,548 1,521,495 241% 42.3 %
Credit 918,053 -259,264 -28.2 % -249 %
Suretyship 209,725 90,499 432% 236.8 %
Miscellaneous financial loss 2,135,991 2,910,701 136.3% 45%
Legal expenses 10,532 649 6.2% 13.2%
Assistance 15,573 70 0.5% -295%
Life insurance 145900 550,715 3775% 72.4%
Unit-linked life 258,549 126,311 489 % 432 %
Total non-life 147,022,444 84,488,566 57.5% 58.9 %
Total life 404,449 677,026 167.4 % 68.0 %
Total 147,426,893 85,165,592 57.8 % 59.0 %
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Administrative expenses as percentage of gross premiums written (€)

Gross written Operating
(€, except percentages) premiums expenses* 2016 2015
1 2 21
Personal accident 5,459,215 238,063 39.2% 253 %
Health 439,435 182,892 41.6 % 34.4%
Land vehicles casco 16,046,517 4,471,158 279 % 227 %
Railway rolling stock 111,896 19,786 177 % 9.3%
Aircraft hull 847,304 174,937 20.6 % 12.8%
Ships hull 3,400,041 1,050,955 309 % 26.7 %
Goods in transit 5,217,065 1,389,807 26.6% 18.0%
Fire insurance 71,576,193 19,831936 277 % 221%
Other damage to property 21,299,464 6,316,948 297 % 282%
Motor liability 12,460,725 4,054,150 32.5% 28.4%
Aircraft liability 56,730 -4,744 -8.4% 23.0%
Liability for ships 515,436 168,507 32.7% 255%
General liability 6,302,548 1,735,545 275% 277 %
Credit 918,053 197,414 215% 211%
Suretyship 209,725 61,256 29.2% 42.0%
Miscellaneous financial loss 2135991 571,640 26.8% 51%
Legal expenses 10,532 5,531 52.5% 18.4 %
Assistance 15,573 2922 18.8% 253 %
Life insurance 145900 160,257 109.8 % 33.8%
Unit-linked life 258,549 46,662 18.0 % 18.3%
Total non-life 147,022,444 42,368,703 28.8 % 23.5%
Total life 404,449 206,920 51.2% 31.5%
Total 147,426,893 42,575,623 28.9 % 23.6 %

Included are only the operating expenses relating to reinsurance operations (excluding administrative expenses relating to the Group).

ANNUAL RePORT 2016

267



Acquisition costs (commission) as percentage of gross premiums written (€)

Gross written Acquisition
(€, except percentages) premiums costs 2016 2015
1 2 21
Personal accident 5,459,215 1,261,274 231% 24.3%
Health 439,435 124,444 28.3% 34.8%
Land vehicles casco 16,046,517 3,330,359 20.8% 20.4 %
Railway rolling stock 111,896 11,263 10.1% 89 %
Aircraft hull 847,304 135,197 16.0 % 12.8%
Ships hull 3,400,041 783954 231% 231%
Goods in transit 5,217,065 1,024,381 19.6 % 139 %
Fire insurance 71,576,193 16,854,563 235% 20.8%
Other damage to property 21,299,464 4,733,898 222% 252 %
Motor liability 12,460,725 2,741,399 220 % 22.2%
Aircraft liability 56,730 -22,464 -39.6% 272 %
Liability for ships 515,436 118,517 23.0% 26.4 %
General liability 6,302,548 1,280,329 20.3% 21.6%
Credit 918,053 230,257 251% 231%
Suretyship 209,725 48,646 232% 299 %
Miscellaneous financial loss 2135991 311,651 14.6% 6.5%
Legal expenses 10,532 4932 46.8 % 281%
Assistance 15,573 1,534 9.8% 253 %
Life insurance 145900 50,767 348 % 272 %
Unit-linked life 258,549 36,522 141% 149 %
Total non-life 147,022,444 32,974,134 22.4 % 21.3%
Total life 404,449 87,289 21.6 % 25.4 %
Total 147,426,893 33,061,422 22.4 % 21.3%
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Net paid loss ratio

Net premiums Net claims
(€, except percentages) earned incurred 2016 2015
1 2 21
Personal accident 6,304,954 3,952,572 627 % 70.8 %
Health 712,446 618,423 86.8 % 81.2%
Land vehicles casco 14,4749 10,566,432 73.0% 709 %
Railway rolling stock 90,732 14,576 16.1% 2.8%
Aircraft hull 830,025 879,958 106.0 % 781%
Ships hull 3,492,377 5,379,887 154.0 % 78.2%
Goods in transit 5,084,728 2,315,389 455% 73.4%
Fire insurance 60,878,856 40,374,237 66.3% 79.3%
Other damage to property 19,273,254 5,283,732 274 % 56.6%
Motor liability 11,991,388 7,713,840 64.3% 52.4%
Aircraft liability 145914 -68,685 -471% -339.2%
Liability for ships 529,870 401,928 759 % 13.2%
General liability 5,618,316 2,897,308 51.6 % 353%
Credit 584,669 -237)131 -40.6 % -334%
Suretyship 179,896 205909 14.5 % 3179 %
Miscellaneous financial loss 3,257,056 1,671,024 51.3% 51.0 %
Legal expenses 9986 2,380 23.8% 450 %
Assistance 14,096 1,714 -12.2% 144.4%
Life insurance 152,757 -232,31 152.1% -849.8 %
Unit-linked life 108,950 43,811 40.2 % 26.6%
Total non-life 133,472,682 81,970,065 61.4 % 69.4 %
Total life -43,807 -188,500 430.3 % -154.5%
Total 133,428,875 81,781,565 61.3 % 69.1%
Combined loss ratio for non-life insurance business (€)
Administrative
Net claims incurred expenses Net premiums earned 2016 2015
1 2 3 (1+2)/3
81,970,065 10,629,248 133,472,682 69.4 % 76.8 %
Net investment income as percentage of average investments
Investment Investment

Average Investment Investment return return
©) investments income expenses 1-12/2016 1-12/2015
Liability fund 214,886,542 1,622,041 6,278,774 2.5% 35%
Capital fund 234,401,405 27,566,540 5,184,887 9.5% 35%
Total 449,287,947 39,188,581 11,463,661 6.2% 3.5%
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Net provisions for outstanding claims as percentage of net earned premiums

Net provision

for outstan- Net premiums

(€, except percentages) ding claims earned 2016 2015

1 2 1/2
Personal accident 8,475,800 6,304,954 134.4 % 1009 %
Health 587,668 712,446 82.5% 151 %
Land vehicles casco 6,203,471 14,474 119 429 % 343 %
Railway rolling stock 606 90,732 - -
Aircraft hull 1,137,393 830,025 137.0 % 87.8 %
Ships hull 8,085,162 3,492,377 2315% 1411%
Goods in transit 6,032,423 5,084,728 118.6 % 153.9 %
Fire insurance 68,333,650 60,878,856 12.2% 118.8 %
Other damage to property 16,461,477 19,273,254 854 % M2.2%
Motor liability 35,046,553 11,991,388 292.3% 2855%
Aircraft liability 71,262 145914 48.8 % -548.5%
Liability for ships 605,497 529,870 14.3 % 132.3%
General liability 14,110,211 5,618,316 2511% 308.5%
Credit 393,833 584,669 67.4 % 83.3%
Suretyship 397,307 179,896 2209 % 168.2 %
Miscellaneous financial loss 352,718 3,257,056 10.8 % 531%
Legal expenses 2,520 9,986 252 % 22.0%
Assistance 575 14,096 41% -100.5%
Life insurance 303,655 -152,757 -198.8 % 2565.0 %
Unit-linked life 66,549 108,950 61.1% 55.2%
Total non-life 166,298,126 133,472,682 124.6 % 1271 %
Total life 370,203 -43,807 -845.1% 573.9 %
Total 166,668,329 133,428,874 124.9 % 127.7 %
Gross profit/loss for the period as percentage of net premiums written (€)
Gross profit/loss Net premiums written 2016 2015
1 2 172
34977140 129,878,160 269 % 12.5%
Gross profit/loss for the period as percentage of average equity (€)
Gross profit/loss Average equity 2016 2015
1 2 172
34977140 267,017,513 131% 6.4 %
Gross profit/loss for the period as percentage of average assets (€)
Gross profit/loss Average assets 2016 2015
1 2 1/2
3497740 569,517,237 6.1% 3.0%
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Gross profit/loss for the period per share (€)

Gross profit/loss No. of shares 2016 2015
1 2 172
34977140 17,219,662 2.03 097

Receivables arising out of reinsurance business and reinsurers’ share of technical provisions as a percentage of equity (€)

Receivables arising out of  Reinsurers’ share of

reinsurance business technical provisions Equity 2016 2015
1 2 3 172
79,603,551 18,203,912 270,355,622 36.2% 373%

Net premiums written as percentage of average equity and average technical provisions (€)

Net premiums written Average equity Average technical provisions 2016 2015
1 2 3 1/(2+3)
129,878,160 267,017,513 223,554,717 26.5% 279 %

Average technical provisions as percentage of net earned premiums (€)

Average net technical

provisions Net premiums earned 2016 2015
1 2 172
206,439,582 133,428,874 154.7 % 155.7 %

Equity as percentage of liabilities and equity (€)

Equity Liabilities and equity 2016 2015
1 2 172
270,355,622 568,147,764 476 % 46.2 %

Net technical provisions as percentage of liabilities and equity (€)

Net technical provisions Liabilities and equity 2016 2015
1 2 12
208,003,567 568,147,764 36.6% 359%

Gross premiums written per employee (€)

Gross written premiums Number of employees in regular employment 2016 2015
1 2 172
147,426,893 94.58 1,558,836 1,832,217
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22. AUDITOR’S REPORT

EY
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working world

This is a translation of the original report in Slovene language
INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Pozavarovalnica Sava, d.d.

Opinion

We have audited the financial statements of Pozavarovalnica Sava, d.d. ("the Company”). which comprise the
statement of financial position as at 31 December 2016, the income statement, the statement of ofher
comprehensive income, the statement of changes in equity and the statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of Pozavarovalnica Sava, d.d. as at 31 December 2016 and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards as adopted by the European Union,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Qur responsibilities under
those rules are further described in the Audifor's responsibiliies for the audit of the fnancial statements section of
our report. We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) logether with the ethical requirements that
are relevant to our audit of the financial statements in Slovenia, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the IESBA Code.

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 matiers are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current pericd. These matters were addressed in the context of our audit of the
financial staternents as a whole and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the financial
statements section of our repori, 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
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 financial stalements

Eslimations conceming premi gcognition, te ical provision sinsurance assels and liabilities

Technical provisions of the Company consist solely of  We involved actuarial specialists to assist us in
provisions related to reinsurance business. Pari of  perorming our audit procedures, Our audit focused an
those provisions are related lo estimales based on he models considered material and more complex

input data received from cedants, underwrnilers’ i PR : s f
assumpfions and historical data developed internally andior Tqumng et yeaemeat. 11 eching o
by the Company, The Company estimates claims  ASSUMPLONS. _ , )
provision for business oulside the Sava Re Group, We assessed the design and verified the operating
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taking into account expected premiums and expected
combined ratios.

Those estimates also influence other significant areas
within the financial stalemenis, such as gross
premium  income, commission and  premium
receivables. Premium estimates are made based on
expected premiums  from reinsurance contracts
which, according to due dates, are already in force,
although the Company has yet to receive reinsurance
accounts.

effectiveness of internal controls over the estimation
process including the initial input of the data in the
model based on reinsurance contracts as well as the
later update of assumptions based on current
information from cedants.

We reviewed the methodology and assumptions used
by the Company to establish its IBNR provisions and
performed recalculation of Company IBNR provisions.
We reviewed the methodology used by the Company
to calculate claim provisions established by estimation
using actuarial methods
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The Company prepares back testing analyses to
assess comeciness of previous period assumption
and builds projections on experience

Additionally, incurred but not reported (TIBNR™)
provisions are calculaled independently by the
Company to confirm reasonability of ceded amounts,
using development triangles of cumulative claim
payments by underwriting year

There is a risk that the estimates and judgements
made by the undenwriters and the actuary may result
in a material misstatement in the financial statements,

We performed detailed analytical procedures on
estimates relating to premiums, commissions and
technical provisions and assessed the experience
(back testing) analyses performed by the Company in
their assumption setting processes. We tested on a
sample basis whether the input data in the mode! for
recalculation of estimates is accurate and complete.
We assessed the adequacy of the disclosures included
in notes 24219 and 24619 of the financial
statements,

We determined this to be a significant item for our
audit and a key audit matter,

Other information

Other information comprises the information included in the annual report other than the financial statements and
auditor's report thereon, Management is responsible for the other information.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon,

In connection with cur audit of the financial statements, our responsibility is to read the other information and, in
doing so. consider whether the other information is materially inconsistent with the 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:
s The other information describing the facts that are also presented in the financial statements is, in all
material respects, consistent with the 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 Company obtained in
the audit, on whether the other information containg any material misstalement. Based on the procedures we have
performed on the other information obtained, we have not identified any material misstatement.

Responsibilities of management, supervisory board and audit committee for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concem and using the going concern basis
of accounting unless management either intends to iquidate the Company or to cease operations, or has no realistic
alternative but 1o do so.

The audit committee and supervisory board are responsible for overseeing the Company’s financial reporting
process

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report thal includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1SA will always detect a material misstatement when il exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expecled to influence the
economic decisions of users taken on the basis of these financial statements
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As part of an audil in accordance with audit rules, we exercise prafessional judgment and maintain professional
skepticism throughout the audit. We also:

* identify and assess the risks of material misstatement of the financial statements, wheather due to fraud or error,
design and perform audit procedures responsive to those risks, and oblain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a matenal 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 purpese of expressing an opinion on the effectiveness of the
Company's internal control;

* avaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management;

* conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a malerial uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concem. 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 financial statements
or, if such disclosures are inadequate, to modify our opinion, Qur conclusions are based on the audit evidence
obtained up 1o the date of our auditor's report. However, future events or conditions may cause the Company to
cease to continue as a going concern;

» gvaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation;

We communicate with the audit cormmiltee and supervisory board 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 and supervisory board with a statement that we have complied with relevant
ethical requirements regarding independence, and lo communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, refated safeguards.

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

- ]

Ljubljana, 31 March 20

Jangz Uranié - @ 1A ¢ Primoz Kbvatis
irectar ! i3 ni Cerfified auditor
Ernst & Young d.0.0, svetovanie d.n.o. L .
Dunajska 111, Ljubljana . g f

ANNUAL RePORT 2016 21l



23. FINANCIAL STATEMENTS

23.1. Statement of financial position

©) Notes 31/12/2016 31/12/2015
ASSETS 568,147,764 570,886,710
Intangible assets 1 832,567 666,490
Property and equipment 2 7,753,202 2,455,343
Deferred tax assets 3 1,373,436 2,285,448
Investment property 4 3,122,076 2,999,742
Financial investments in subsidiaries and associates 5 191,640,382 208,231,721
Financial investments: 6 249,948,775 242,633,203
- loans and deposits 13,069,414 13,457,000
- held to maturity 2,074,813 2,074,258
- available for sale 233,517137 223,973,704
- at fair value through profit or loss 1,287,411 3,128,241
Reinsurers’ share of technical provisions 7 18,203,912 16,026,358
Receivables 8 79,836,627 84,425,749
Receivables arising out of co-insurance and reinsurance business 79,603,551 82,453,006
Current tax assets 0 1,633,620
Other receivables 233,076 339,123
Deferred acquisition costs 9 6,897,710 10,496,041
Other assets 10 549,258 380,665
Cash and cash equivalents " 7,989,819 285,950
EQUITY AND LIABILITIES 568,147,764 570,886,710
Equity 270,355,622 263,679,403
Share capital 12 71,856,376 71,856,376
Capital reserves 13 54,239,757 54,239,757
Profit reserves 14 147,004,019 124175,314
Treasury shares 15 -24938,709 -10,319,347
Fair value reserve 16 3,785,553 3,006,703
Reserve due to fair value revaluation -1,765 -42,835
Retained earnings 17 9,283,163 12,769,646
Net profit/loss for the period 17 9,127,228 7993,789
Subordinated liabilities 18 23,570,771 23,534,136
Technical provisions 19 226,207,479 220,901,954
Unearned premiums 43,345,415 46,546,065
Provision for outstanding claims 182,167,780 173,912.9M1
Other technical provisions 694,284 442978
Other provisions 20 331,802 347,277
Other financial liabilities 10 104,280 91,897
Liabilities from operating activities 21 43,797,970 47,871,910
Liabilities from reinsurance and co-insurance business 43,723,843 47871910
Current income tax liabilities 74127 0
Other liabilities 22 3,779,840 14,460,133

The notes to the financial statements in sections 24.2-24.10 form an integral part of these financial statements.
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23.2. Income statement

€) Notes 2016 2015
Net earned premiums 24 133,428,875 125,479,297
Gross premiums written 147,426,893 151,982,421
Written premiums ceded to reinsurers and co-insurers -17,548,733 -18,368,925
Change in gross unearned premiums 3,200,650 -7,457,308
Change in unearned premiums, reinsurers’ and co-insurers’ shares 350,065 -676,891
Income from investments in subsidiaries and associates 25 26,308,516 13,004,219
Investment income 26 12,880,066 18,675,409
Interest income 4,427975 4710946
Other investment income 8,452,091 13,964,463
Other technical income 27 9,263,194 9,809,545
Commission income 2,813,943 2,605901
Other income 6,449,251 7,203,644
Other income 28 33,974 82,496
Net claims incurred 29 -81,781,565 -86,680,582
Gross claims payments, net of income from recourse receivables -85,165,592 -89,689,537
Reinsurers’ and co-insurers’ shares 9,811,408 13,750,771
Change in the gross claims provision -8,254,869 3,418,581
Change in the provision for outstanding claims, reinsurers’ and co-insurers’ shares 1,827,488 -14.160,397
Change in other technical provisions 30 -88,760 -121,984
Expenses for bonuses and rebates 30 -162,545 -83,193
Operating expenses 31 -47,288,975  -40,229,226
Acquisition costs -33,061,396 -32,445,281
Change in deferred acquisition costs -3,598,331 1,492,043
Other operating expenses -10,629,248 -9,275988
Expenses for investments in subsidiaries and associates 25 -4,330,782 -4,870,049
Expenses for financial assets and liabilities 26 -7,132,879 -11,187,465
Impairment losses on financial assets not measured at fair value through profit or loss -330,740 -713,284
Interest expenses -841,834 -896,145
Diverse other expenses -5960,305 -9,578,036
Other technical expenses 32 -6,033,695 -7,139,116
Other expenses 28 -118,284 -2
Profit/loss before tax 34,977,140 16,739,349
Income tax expense 33 -2,103,323 -547,447
Net profit/loss for the period 32,873,817 16,191,902
Earnings/loss per share (basic and diluted) 17 2.08 098

The notes to the financial statements in sections 24.2-24.10 form an integral part of these financial statements.
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23.3. Statement of comprehensive income

€) 2016 2015
PROFIT/LOSS FOR THE PERIOD, NET OF TAX 32,873,817 16,191,902
OTHER COMPREHENSIVE INCOME, NET OF TAX 819,920 -1,377,871
a) ltems that will not be reclassified subsequently to profit or loss 41,070 -26,975
Other items that will not be reclassified subsequently to profit or loss 44,864 -27,705
Tax on items that will not be reclassified subsequently to profit or loss -3,794 730
b) Items that may be reclassified subsequently to profit or loss 778,850 -1,350,896
Net gains/losses on remeasuring available-for-sale financial assets 1,050,990 -1,627,587
Net change recognised in the fair value reserve 1,209,941 -2,843,226
Net change transferred from fair value reserve to profit or loss -158,952 1,215,639
Tax on items that may be reclassified subsequently to profit or loss -272,40 276,691
COMPREHENSIVE INCOME FOR THE PERIOD, NET OF TAX 33,693,737 14,814,031

The notes to the financial statements in sections 24.2-24.10 form an integral part of these financial statements.
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23.4. Cash flow statement

€) 2016 2015
A.  Cash flows from operating activities
a)  ltems of the income statement 12,055,355 18,361,573
1. Net premiums written in the period 129,878,160 133,613,496
2. Investment income (other than financial income) 6,785 5,291
3. Other operating income (excl. revaluation income and releases from provisions) and financial 9,297,168 9,892,041
income from operating receivables
4, Net claims payments in the period -75,354184 -75938,766
Expenses for bonuses and rebates 162,545 -83,193
6.  Net operating expenses excl. depreciation/amortisation and change in deferred acquisition -43,350,273 -41,432,073
costs
7. Investment expenses (excluding amortisation and financial expenses) -4,454 -8,658
Other operating expenses excl. depreciation/amortisation (other than for revaluation and -6,151979 7139118
excl. additions to provisions)
9.  Taxon profit and other taxes not included in operating expenses -2,103,323 -547447
b)  Changes in net operating assets (receivables for premium, other receivables, other assets and -643,807 -12,991,806
deferred tax assets/liabilities) of operating items of the statement of financial position
2. Change in receivables from reinsurance 2,849,455 11,154,609
4 Change in other receivables and other assets -9,830,595 -1901,300
5 Change in deferred tax assets 912,012 -1,244 856
6. Change in liabilities arising out of reinsurance business -4148,067 4189,682
7. Change in other operating liabilities 9,571,237 -2180,466
8 Change in other liabilities (except unearned premiums) 2,151 -700,257
c)  Net cash from/used in operating activities (a + b) 11,411,548 5,369,767
B.  Cash flows from investing activities
a)  Cash receipts from investing activities 807,729,186 394,488,992
1 Interest received from investing activities 4,427975 4,710,946
2. Cash receipts from dividends and participation in the profit of others 27,051,488 13,730,032
4. Proceeds from sale of property and equipment 25,240 2,516
5. Proceeds from sale of financial investments 776,224,483 376,045,498
b)  Cash disbursements in investing activities -783,321,091 -385,976,038
1. Purchase of intangible assets -260,516 -283,742
2. Purchase of property and equipment -4,152,156 -223,828
3. Purchase of financial investments -778908,419  -385,468,468
c)  Net cash from/used in investing activities (a + b) 24,408,094 8,512,954
C.  Cash flows from financing activities
b)  Cash disbursements in financing activities -28,115,774 -14,109,112
1. Interest paid -841,834 -896,145
4. Repayment of short-term financial liabilities -256,421 -3,942,665
5. Dividends and other profit participations paid -12,398,157 -9,065,978
6. Own share repurchases -14,619,362 -204,324
c)  Net cash from/used in financing activities (a + b) -28,115,774 -14,109,112
C2. Closing balance of cash and cash equivalents 7,989,819 285,950
x)  Netincrease/decrease in cash and cash equivalents for the period (Ac + Bc + Cc) 7,703,869 -226,392
y)  Opening balance of cash and cash equivalents 285,950 512,342

The notes to the financial statements in sections 24.2-24.10 form an integral part of these financial statements.
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23.5. Statement of changes in equity for the year ended 31 December 2016

©)

11l. Profit reserves

Legal reserves
and reserves
provided for in

Il. Capital ~ Contingency the articles of
I. Share capital reserves reserve association
1. 2. 3. 4.
Closing balance in previous financial year 71,856,376 54,239,757 0 14,986,525
Opening balance in the financial period 71,856,376 54,239,757 0 14,986,525
Comprehensive income for the period, net of tax 0 0 0 0
a) Net profit/loss for the period 0 0 0 0
b) Other comprehensive income 0 0 0 0
Net purchase/sale of treasury shares 0 0 0 0
Dividend payouts 0 0 0 0
Allocation of net profit to profit reserve 0 0 0 0
Additions/uses of credit risk equalisation reserve and catastrophe 0 0 0 0
equalisation reserve
Transfer of profit 0 0 0 0
Closing balance in the financial period 71,856,376 54,239,757 0 14,986,525

23.6. Statement of changes in equity for the year ended 31 December 2015

©)

Ill. Profit reserves

Legal reserves and reserves

1. Capital provided for in the articles of
I. Share capital reserves association
1. 2. 3.
Closing balance in previous financial year 71,856,376 54,239,757 14,986,525
Opening balance in the financial period 71,856,376 54,239,757 14,986,525
Comprehensive income for the period, net of tax 0 0 0
a) Net profit/loss for the period 0 0 0
b) Other comprehensive income 0 0 0
Net purchase/sale of treasury shares 0 0 0
Dividend payouts 0 0 0
Allocation of net profit to profit reserve 0 0 0
Additions/uses of credit risk equalisation reserve and catastrophe 0 0 0
equalisation reserve
Transfer of profit 0 0 0
Closing balance in the financial period 71,856,376 54,239,757 14,986,525

The notes to the financial statements in sections 24.2-24.10 form an integral part of these financial statements.
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11l. Profit reserves

V. Reserve VII. Net VIII. Trea-
Reserve for Catastrophe due to profit/  sury shares
treasury Creditrisk  equalisation IV. Fair value fair value VI. Retained loss for the (contra Total
shares reserve reserve Other reserve  revaluation earnings period account) (1-13)
5. 6. 7. 8. 9. 10. 1. 12. 13. 14.
10,319,347 917,885 10,000,000 87,951,558 3,006,703 -42,835 12,769,646 7,993,789 -10,319,347 263,679,403
10,319,347 917,885 10,000,000 87,951,558 3,006,703 -42,835 12,769,646 7,993,789  -10,319,347 263,679,403
0 0 0 0 778,850 41,070 0 32,873,817 0 33,693,737
0 0 0 0 0 0 0 32,873,817 0 32,873,817
0 0 0 0 778,850 41,070 0 0 0 819920
14,619,362 0 0 0 0 0 0 -14,619362 -14,619362 -14,619,362
0 0 0 0 0 0 -12,398,157 0 0 -12,398,157
0 0 0 9,127,227 0 0 0 -9127,227 0 0
0 -917,885 0 0 0 0 917,885 0 0 0
0 0 0 0 0 7993,789 -7993,789 0 0
24,938,709 0 10,000,000 97,078,786 3,785,553 -1,765 9,283,163 9,127,228 -24,938,709 270,355,622
111, Profit reserves
V. Reserve VII. Net VIII. Trea-
Reserve for Catastrophe due to profit/  sury shares
treasury Creditrisk  equalisation IV. Fair value fair value VI. Retained loss for the (contra
shares reserve reserve Other reserve  revaluation earnings period account)  Total (1-12)
4. 5. 6. 7. 8. 9. 10. 1n. 12, 13.
10,115,023 845,522 10,000,000 80,030,132 4,357,599 -15,860 15,713,039 6,122,585 -10,115,023 258,135,674
10,115,023 845,522 10,000,000 80,030,132 4,357,599 -15,860 15,713,039 6,122,585 -10,115,023 258,135,674
0 0 0 0 -1,350,896 -26,975 0 16,191,902 0 14,814,031
0 0 0 0 0 0 0 16,191,902 0 16,191,902
0 0 0 0  -1,350,896 -26975 0 0 0 -1,377,871
204,324 0 0 0 0 0 0 -204,324 -204,324 -204,324
0 0 0 0 0 0 -9065978 0 0 -9065978
0 0 0 7921,426 0 0 0 -7921,426 0 0
0 72,363 0 0 0 0 0 -72,363 0 0
0 0 0 0 0 0 6,122,585  -6,122,585 0 0
10,319,347 917,885 10,000,000 87,951,558 3,006,703 -42,835 12,769,646 7,993,789  -10,319,347 263,679,403
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24. NOTESTOTHE
FINANCIAL
STATEMENTS

24.1.  Basicdetails

Pozavarovalnica Sava, d.d. (hereinafter also: “Sava Re” or
“the Company”) was established under the Foundations
of the Life and Non-Life Insurance System Act, and was
entered in the company register kept by Ljubljana Basic
Court, Ljubljana Unit (now Ljubljana District Court), on
10 December 1990. lts legal predecessor, Pozavarovalna
skupnost Sava, was established in 1977.

Sava Re transacts reinsurance business both in the domes-
tic and in the international market. Under the Standard
Classification of Activities, its subclass code is 65.200. In
accordance with the Slovenian Companies Act (hereinafter:
/GD), the Company is classified as a large company.

The Company has its registered office at Dunajska cesta 56,
Ljubljana, Slovenia.

In the 2016 financial year, the Company employed 88.8
people (2015: 80.8) on average. As at 31 December 2016,
the total number of employees was 95 (31/12/2015: 83), em-
ployed on a full-time equivalent basis. Statistics on employ-
ees in regular employment by various criteria are given in
section 21.3.3 “Recruitment and staffing levels”.

Qualification profile of employees (full-time equivalent
basis)

2016 2015
Secondary education 12 1l
Higher education 5 5
University education 58 50
Master’s degree and doctorate 20 17
Total 95 83

The bodies of the Company are the general meeting, the
supervisory board and the management board.

As at 31 December 2016, the largest shareholder of
the Company was Slovenian Sovereign Holding (former
Slovenian Restitution Fund, SOD), which held 25 % plus one
share. The second largest shareholder was Zagrebacka ban-
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ka (fiduciary account) with a 14.3 % stake. Under the table
“Ten largest shareholders of Sava Re as at 31 December
2016”, there is a note regarding the share of voting rights.

It is the responsibility of the Company’s management board
to prepare the annual report and authorise it for issue to
the supervisory board. The audited annual report is then ap-
proved by the Company’s supervisory board. If the annual
report is not approved by the supervisory board, or if the
management and the supervisory boards leave the decision
about its approval to the general meeting of shareholders,
the general meeting decides on the approval of the annual
report.

The owners have the right to amend the financial state-
ments after they have been authorised for issue to the su-
pervisory board by the Company’s management board.
The Company is the controlling company of the Sava Re
Group, which, apart from the controlling company, com-
prises the following companies:
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24.2. Significant accounting policies

Below is a presentation of significant accounting policies
applied in the preparation of the financial statements. In
2016, the Company applied the same accounting principles
asin 2015.

24.21. Statement of compliance

Sava Re prepared both separate and consolidated financial
statements for the year ended 31 December 2016. The con-
solidated financial statements are part of this annual report.
Annual reports are available on Sava Re’s website and at its
registered office.

The financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board
(“IASB”), and interpretations of the International Financial
Reporting Interpretations Committee’s (“IFRIC”), as adopt-
ed by the European Union. They have also been prepared
in accordance with applicable Slovenian legislation (the
Companies Act, “ZGD-1"), the Insurance Act and imple-
menting regulations).

In selecting and applying accounting policies, as well as in
preparing the financial statements, the management board
aims to provide understandable, relevant, reliable and com-
parable accounting information.

The financial statements have been prepared based on the
going-concern assumption.

The Company’s management board approved the financial
statements on 31 March 2017.

24.2.2. Measurement bases

The financial statements have been prepared on the historic
cost basis, except for financial assets at fair value through
profit or loss and available-for-sale financial assets, which
are measured at fair value.

24.2.3. Functional and presentation currency

The financial statements are presented in euros (€), round-
ed to the nearest euro. Due to rounding, figures in tables
may not add up to the totals.

Assets and liabilities as at 31 December 2016 denominat-
ed in foreign currencies were translated into euros using
the mid-rates of the European Central Bank (ECB) as at

SAVA RE ANNUAL REPORT 2016

31 December 2016. Amounts in the income statement have
been translated using the exchange rate on the day of the
transaction. As at 31 December 2016 and 31 December
2015, they were translated using the then applicable mid-
rates of the ECB. Foreign exchange differences arising on
settlement of transactions and on translation of monetary
assets and liabilities are recognised in the income statement.
Exchange rate differences associated with non-monetary
items, such as equity securities carried at fair value through
profit or loss, are also recognised in the income statement,
while exchange rate differences associated with equity se-
curities classified as available for sale are recognised in the
fair value reserve.

24.2.4. Use of major accounting estimates

and sources of uncertainty

Assumptions and other sources of uncertainty relate to
estimates that require management to make difficult, sub-
jective and complex judgements. Areas that involve major
management judgement are presented below.
Criteria for impairment of investments in subsidiaries
and associates are determined using the accounting pol-
icy under section 24.2.12 as discussed under note 5.
Deferred tax assets are recognised if the Company plans
to realise a profit in the medium-term.
Receivables are impaired item-by-item based on the
accounting policy set out in section 24.2.15. Any recog-
nised impairment loss is shown in note 8.
Financial investments. Classification, recognition, meas-
urement and derecognition, as well as investment im-
pairment and fair value measurement, are made based
on the accounting policy set out in section 24.2.13.
Movements in investments and their classification are
shown in note 6, while the associated income and ex-
penses, and impairment, are shown in note 26.
Technical provisions - calculation and liability adequa-
cy tests pertaining to insurance contracts are shown
in section 24.2.19. Movements in these provisions are
shown in note 19.

The Company recognises estimates of technical items be-
cause it does not receive reinsurance accounts in time.
Estimates are made on the basis of amounts in reinsurance
contracts, which, according to due dates, have already ac-
crued although the Company has yet to receive reinsurance
accounts. These items include: premiums, claims, commis-
sion, unearned premiums, claim provisions and accruals and
prepayments relating to deferred acquisition costs.

281



24.25. Materiality

To serve as a starting point in determining a materiality
threshold for the financial statements, the Company’s man-
agement used the equity of the Company, specifically 2 %
thereof as at 31 December 2016, which is € 5.4 million. The
disclosures and notes required under regulatory or statuto-
ry requirements are presented, even if below the materiality
threshold.

24.2.6. Cashflow statement

The cash flow statement has been prepared using the in-
direct method. Cash flows from operating activities have
been prepared based on data from the 2016 statement of
financial position and income statement, with appropriate
adjustments for items that do not constitute cash flows.
Cash flows from financing activities have been disclosed
based on actual disbursements. ltems relating to changes in
net operating assets are disclosed in net amounts.

24.2.1. Statement of changes in equity

The statement of changes in equity shows movements in in-
dividual components of equity in the period. Profit reserves
are shown to include certain technical provisions that are
inherently provisions for future risks and not liabilities ac-
cording to IFRSs, i.e. the catastrophe equalisation reserve.

24.2.8. Intangible assets

Intangible assets are stated at cost, plus any expenses di-
rectly attributable to preparing them for their intended use,
less accumulated amortisation and any impairment losses.
Amortisation is calculated for each item separately, on a
straight-line basis. Intangible assets are first amortised upon
their availability for use.

Intangible assets include computer software, and licenc-
es pertaining to computer software. Their useful life is five
years.

24.2.9. Property and equipment

Property and equipment assets are initially recognised at
cost plus directly attributable costs. Subsequently, the cost
modelis applied: assets are carried at cost, less any accumu-
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lated depreciation and any impairment losses. The Company
assesses whether there is any indication of impairment. If
there is, it starts the process of estimating the recovera-
ble amount. The recoverable amount is the higher of val-
ue in use and fair value less costs to sell. If the recoverable
amount exceeds or is equal to the carrying amount, the as-
setis not impaired.

Property and equipment assets are first depreciated upon
their availability for use. Depreciation is calculated for each
item separately, on a straight-line basis. Depreciation rates
are determined so as to allow the cost of property and
equipment assets to be allocated to expenses over their es-
timated useful lives.

Depreciation rates of property and equipment assets

Depreciation group Rate
Land 0%
Buildings 1.3-2%
Transportation 15.5-20 %
Computer equipment 33.0%
Office and other furniture 10-12.5%
Other equipment 6.7-20 %

Gains and losses on the disposal of items of property and
equipment, calculated as the difference between sales pro-
ceeds and carrying amounts, are included in profit or loss.
The costs of property and equipment maintenance and re-
pairs are recognised in profit or loss asincurred. Investments
in property and equipment assets that increase future eco-
nomic benefits are recognised in their carrying amount.

24.210. Deferred tax assets and liabilities

Based on medium-term business projections, the Company
expects to make a profit and therefore meets the require-
ment for recognising deferred tax assets.

The Company recognises deferred tax assets for tempo-
rary non-deductible impairments of portfolio securities
and allowances for receivables, any unused tax losses and
for provisions for employees. Deferred tax liabilities were
recognised for the credit risk and catastrophe equalisation
reserves transferred (as at 1 January 2007) from technical
provisions to profit reserves, which used to be tax-deducti-
ble when set aside (prior to 1 January 2007). The Company
does not have deferred tax assets associated with impair-
ment losses on investments in subsidiaries.

In addition, the Company establishes deferred tax assets/
liabilities for the part of value adjustments that is recorded
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under the negative/positive fair value reserve. Deferred tax
assets and liabilities are also accounted for actuarial gains/
losses when calculating provisions for severance pay upon
retirement. This is because actuarial gains/losses affect
comprehensive income as well as the related deferred tax
assets/liabilities.

The rate of corporate income tax is 17 % (the same as in
2015). Due to amended tax regulations governing corpo-
rate income tax effective as of 1 January 201/, deferred tax
assets and liabilities are accounted for using a tax rate of
19 % (2015:17 %).

24.21. Investment property

Investment property is property that the Company does
not use directly in carrying out its activities, but holds to
earn rentals. Investment property is accounted for using
the cost model and straight-line depreciation. Investment
property is depreciated at the rate of 1.3-2 %. The basis for
calculating the depreciation rate is the estimated useful life.
All leases where the Company acts as lessor are operating
leases. Payments received, i.e. rental income, are recog-
nised as income on a straight-line basis over the term of the
lease. The Company assesses annually whether there is any
indication of impairment of investment property. If there is,
it starts the process of estimating the recoverable amount.
The recoverable amount is the higher of the value in use and
the net selling price. If the recoverable amount exceeds or
is equal to the carrying amount, the asset is not impaired.
The Company has investment property leased out under
cancellable operating lease contracts.

24.212. Financial investments in subsidiaries
and associates

Investments in subsidiaries and associates are initially rec-
ognised at fair value. Subsequently, the Company measures
them using the cost model less any impairment losses.

Subsidiaries are entities in which the Company holds more
than 50 % of the voting rights, entities the Company con-
trols and over which the Company thus has the power to
control the financial and operating policies so as to ob-
tain benefits from their activities. Associates are entities in
which the Company holds between 20 % and 50 % of voting
rights or over which the Company has significant influence.
Impairment testing in Group companies and associates is
carried out at least on an annual basis. Pursuant to IAS 36,
the controlling company when reviewing whether there are
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indications that an asset may be impaired, considers exter-
nal (changes in market or legal environment; interest rates;
elements of the discount rate, market capitalisation) as well
as internal sources of information (business volume; man-
ner of use of asset; actual versus budgeted performance
results; decline in expected cash flows and such like).

For the purpose of impairment testing of the cost of sub-
sidiaries, pursuant to IAS 36, the controlling company re-
views on an annual basis whether there are indications that
assets are impaired. If impairment is necessary, an impair-
ment test is carried out so that the recoverable amount of
the cash-generating unit is calculated for each individual in-
vestment based on the value in use. Cash flow projections
used in these calculations were based on the business plans
approved by the management for the period until and in-
cluding 2021, as well as on extrapolations of growth rates
for an additional 5-year period. Projections are for more
than five years because we consider that the markets where
Group insurers operate are still underdeveloped and oper-
ations of subsidiaries have not normalised yet. The discount
rate used is based on market rates adjusted to reflect each
insurance company-specific risk. The recoverable amount
of each cash-generating unit so calculated was compared
against its carrying amount.

Key assumptions used in cash flow projections with
calculations of the value in use

Discounted cash flow projections were based on the Group’s
business plans covering a 10-year period (strategic business
plans for individual companies for the period 2017-2021
with a further 5-year extrapolation of results). Only 10-year
normalised cash flows are appropriate for extrapolation into
perpetuity.

The growth in premiums earned in the companies set out in
the previous table reflects the growth expected in their in-
surance markets, as well as the characteristics of their port-
folios (low share of non-motor business). In all their markets,
insurance penetration is relatively low. However, insurance
penetration is expected to increase due to the expected
convergence of their countries’ macroeconomic indica-
tors towards EU levels. Social inflation is also expected to
increase, i.e. claims made against insurance companies are
expected to become more frequent and higher. Costs are
expected to lag slightly behind premiums owing to business
process optimisation in subsidiaries. Business process opti-
misation will thus contribute to the growth in net profits.
The discount rate is determined as cost of equity, using the
capital asset pricing model. It is based on the interest rate
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applying to risk-free securities and equity premium as well
as insurance business prospects. Added is a country risk
premium and, for some companies, a smallness factor.
Discount rates used in 2016 ranged from 14.0 to 15.0 % and
are marginally lower than those in 2015 due to a decrease in
the risk-free rate of return.

Subsidiaries have been valued using internal models with a
long-term growth rate of 3.5 %. This rate is based on the
long-term consumer price index for non-Slovenian markets
used also for the discount rate for non-Slovenian markets
where the Group operates.

In assessing whether there is any indication of impairment
of its investments in subsidiaries, the Company uses the
same model as with goodwill. For more information on the
assumptions, see section 18.4.9 of the consolidated finan-
cial statements with notes.

24.213. Financial investments

24.2131. Classification

The Company classifies its financial assets into the following
categories:

Financial assets at fair value through profit or loss

These assets comprise financial assets held for trading.
Financial assets held for trading comprise instruments that
have been acquired exclusively for the purpose of trading,
i.e. realising gains in the short term.

Held-to-maturity financial assets

Held-to-maturity financial assets are assets with fixed or de-
terminable payments and fixed maturity that the Company
can, and intends to, hold to maturity.

Available-for-sale financial assets

Available-for-sale financial assets are assets that the
Company intends to hold for an indefinite period and are
not classified as financial assets at fair value through profit
or loss or held-to-maturity financial assets.

Loans and receivables (deposits)
This category includes loans and bank deposits with fixed

or determinable payments that are not traded in any active
market, and deposits with cedants. Under some reinsurance
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contracts, part of the reinsurance premium is retained by
cedants as guarantee for payment of future claims, and
generally released after one year. These deposits bear con-
tractually agreed interest.

24.213.2. Recognition, measurement and
derecognition
Available-for-sale financial assets and held-to-maturity fi-
nancial assets are initially measured at fair value plus any
transaction costs. Financial assets at fair value through prof-
it or loss are initially measured at fair value, with any transac-
tion costs recognised as investment expenses.
Acquisitions and disposals of financial assets, loans and de-
posits are recognised on the trade date.
Gains and losses arising from fair value revaluation of finan-
cial assets available for sale are recognised in the statement
of comprehensive income, and transferred to the income
statement upon disposal or impairment. Gains and losses
arising from fair value revaluation of financial assets at fair
value through profit or loss are recognised directly in the
income statement. Held-to-maturity financial assets are
measured at amortised cost less any impairment losses.
Financial assets are derecognised when the contractual
rights from the cash flows from the financial assets expire
or when the assets are transferred and the transfer qualifies
for derecognition in accordance with IAS 39.
If their fair value cannot be reliably measured, investments
are valued at cost.
Loans and receivables (deposits) are measured at amortised
cost less any impairment losses.

24.2133. Impairment of investments

A financial asset other than at fair value through profit or
loss is impaired and an impairment loss incurred, provid-
ed there is objective evidence of impairment as a result
of events that occurred after the initial recognition of the
asset and that such events have an impact on future cash
flows that can be reliably estimated.

The Company assesses whether there is any objective ev-
idence that individual financial assets are impaired on a
three-month basis (when preparing interim and annual
reports).

24.21331. Debt securities
Investments in debt securities are impaired only if one of
the following conditions is met:
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the issuer fails to make a coupon or principal payment,
and it is likely that such liabilities will not be settled in the
short term;

the issuer is subject to a bankruptcy, liquidation or com-
pulsory settlement procedure.

If the first condition above is met, an impairment loss is rec-
ognised in the income statement in the amount of the dif-
ference between the fair value and carrying amount of the
debt security (if the carrying amount exceeds the fair value).
If the second condition above is met, an impairment loss is
recognised in profit or loss, being the difference between
the potential payment out of the bankruptcy or liquidation
estate and the cost of the investment. The potential pay-
ment out of the bankruptcy or liquidation estate is estimat-
ed based on information concerning the bankruptcy, liqui-
dation or compulsory settlement proceedings, or, if such
information is not available, based on experience or esti-
mates made by credit rating or other financial institutions.
In respect of debt securities, only impairment losses recog-
nised pursuant to indent one above (first condition) may be
reversed. An impairment loss is reversed when the issuer’s
liability is settled. Impairment losses are reversed through
profit or loss.

24.2133.2. Equity securities

Investments in equity securities are impaired if on the state-

ment of financial position date:
their market price is more than 40 % below cost; or
their market price has remained below cost for more
than one year;
the model based on which the Company assesses the
need for impairment of unquoted securities indicates
that the asset needs to be impaired.

An impairment loss is recognised in the amount of the dif-
ference between market price and cost of financial assets.

24.213.4. Measurement of fair values

The Company measures all financial instruments at fair val-
ue, except for deposits, shares not quoted in any regulated
market, loans and subordinated debt (assumed that the car-
ryingamountis a reasonable approximation of fair value) and
financial instruments held to maturity, which are measured
atamortised cost. The fair value of investment property and
land and buildings used in business operations and the fair
value of financial instruments measured at amortised cost
are set out in note 23. Fair value is the price that would be
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received to sell an asset or paid to transfer a liability in an or-
derly transaction between market participants at the meas-
urement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or trans-
fer the liability takes place either (i) in the principal market
for the asset or liability, or (i) in the absence of a principal
market, in the most advantageous market for the asset or li-
ability. The principal or the most advantageous market must
be accessible to to the company. The fair value of an asset
or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, as-
suming that market participants act in their economic best
interest. A fair value measurement of a non-financial asset
takes into account a market participant’s ability to gener-
ate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use. The compa-
ny shall use valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observ-
able inputs and minimising the use of unobservable inputs.
The Company determines the fair value of a financial asset
on the valuation date by determining the price on the prin-
cipal market based on:
for stock exchanges: the quoted closing price on the
stock exchange on the measurement date or on the last
day of operation of the exchange on which the invest-
ment is quoted;
for the OTC market: the quoted closing bid CBBT price
or, if unavailable, the Bloomberg bid BVAL on the val-
uation date or on the last day of operation of the OTC
market;
the price is calculated on the basis of an internal valua-
tion model.

Assets and liabilities measured or disclosed at fair value in
the consolidated financial statements are measured and
presented in accordance with the IFRS 13 fair-value hierar-
chy that categorises into three levels the inputs to valuation
techniques used to measure fair value.

Assets and liabilities are classified in accordance with IFRS
13 especially based on the availability of market information,
which is determined by the relative levels of trading identi-
cal or similar instruments in the market, with a focus on in-
formation that represents actual market activity or binding
quotations of brokers or dealers.

Investments measured or disclosed at fair value, are pre-
sented in accordance with the levels of fair value under IFRS
13, which categorises the inputs to measure fair value into
the following three levels of the fair value hierarchy:
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Level 1 financial investments are those for which the fair
value is determined based on quoted prices (unadjusted)
in active markets for identical financial assets that the
Company can access at the measurement date.

Level 2 financial investments are those whose fair value
is determined using data that are directly or indirectly
observable other than the prices quoted within level 1.
Level 3 comprise financial investments for which ob-
served market data are unavailable. Thus the fair value
is determined based on valuation techniques using in-
puts that are not directly or indirectly observable in the
market.

The Company discloses and fully complies with its policy for
determining when transfers between levels of the fair val-
ue hierarchy are deemed to have occurred. Policies for the
timing of recognising transfers are the same for transfers
into as for transfers out of any level. Examples of policies in-
clude: (a) the date of the event or change in circumstances
that caused the transfer (b) the beginning of the reporting
period (c) at the end of the reporting period.

24.2.14. Reinsurers’ share of technical
provisions

Reinsurers’ share of technical provisions comprises the rein-
surers’ share of unearned premiums and of technical provi-
sions. The amount is determined in accordance with reinsur-
ance (retrocession) contracts and in line with movements in
the retroceded portfolio based on gross reinsurance provi-
sions for the business that is the object of these reinsurance
(retrocession) contracts at the close of each accounting
period.

The Company tests these assets for impairment on the re-
porting date. Assets retroceded to counterparties are test-
ed strictly individually. For retrocession risks, see section
24.5.1.6 “Retrocession programme”.

24.215. Receivables

Receivables include receivables for gross premiums written
and receivables for claims and commission relating to retro-
cession business.

24.2151. Recognition of receivables

Receivables arising out of reinsurance business are recog-
nised when inwards premiums or claims and commissions
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relating to retrocession business are invoiced to cedants or
reinsurers, respectively. For existing reinsurance contracts
for which no confirmed invoices have been received from
cedants or reinsurers, receivables are recognised in line with
policies outlined in sections 24.2.23 “Net premiums earned”
and 24.2.24 “Net claims incurred”.

24.215.2. Impairment of receivables arising out
of reinsurance business
As regards its core activity of reinsurance, the Company
transacts business exclusively with legal entities. Before
entering a business relationship with a prospective cli-
ent, especially if foreign, the Company either carefully re-
views its credit rating or relies on recommendations by its
long-standing business partners. The Company individually
assesses receivables in terms of their recoverability or im-
pairment, accounting for allowances based on payment his-
tory of individual cedants and retrocessionaires.
The Company nevertheless periodically reviews its reinsur-
ance receivables on a client-by-client basis, at least once a
year.
No receivables have been pledged as security.

24.215.3. Deferred acquisition costs

The Company discloses deferred commissions under de-
ferred acquisition costs. These are booked commissions re-
lating to the next financial year and are recognised based
on (re)insurance accounts taking into account straight-line
amortisation and estimated amounts for non-past due final
commission payments under reinsurance contracts with
Group cedants.

24.215.4. 0Other assets

Other assets include capitalised short-term deferred costs
and short-term accrued income. Short-term deferred costs
comprise stamps and prepayments of unearned commis-
sions to counterparties.

24.216. (Cash and cash equivalents

The statement of financial position and cash flow item “cash
and cash equivalents” comprises:
cash, including cash in hand, cash in bank accounts of
commercial banks or other financial institutions and
overnight deposits, and
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cash equivalents, including demand deposits and depos-
its with an original maturity of up to three months.

24.211.  Equity

Composition:
share capital comprises the par value of paid-up ordi-
nary shares, expressed in euro;
capital reserves comprise amounts in excess of the par
value of shares;
profit reserves comprise reserves provided for by the
articles of association, legal reserves, reserves for treas-
ury shares, credit risk and catastrophe equalisation re-
serves and other profit reserves;
treasury shares;
fair value reserve;
retained earnings.

Reserves provided for by the articles of association are
used:
to cover the net loss that cannot be covered (in full)
out of retained earnings and other profit reserves, or if
these two sources of funds are insufficient to cover the
net loss in full (an instrument of additional protection of
tied-up capital);
to increase share capital;
to regulate the dividend policy.

Profit reserves also include catastrophe equalisation re-
serves set aside pursuant to the rules on technical provi-
sions and reserves as approved by appointed actuaries. Thus
the distribution of these reserves cannot be decided in gen-
eral meeting.

Pursuant to the Companies Act, either the management or
the supervisory board may allocate up to half of net profit
to other reserves.

24.218. Subordinated liabilities

Subordinated debt represents the Company’s long-term li-
abilities, which was issued in 2006 and 2007 for the expan-
sion of Group operations. Subordinated liabilities are meas-
ured at amortised cost on a monthly basis.
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24.2.19. Technical provisions

Technical provisions are shown gross in the statement of fi-
nancial position. The share of gross technical provisions for
the business retroceded by the Company is shown in the
statement of financial position under the item reinsurers’
share of technical provisions. The main principles used in
the calculation of gross technical provisions are described
below.

Unearned premiums are the portions of premiums written
pertaining to periods after the accounting period. They are
accounted for on the basis of received reinsurance accounts
for unearned premiums, following the cedants’ methods:
principally a pro rata temporis basis at insurance policy level.
In cases where the Company does not receive timely ac-
counts for unearned premiums on reinsurance business, the
fractional value method is used at individual premium ac-
count level for periods for which premiums are written.

Provisions for outstanding claims (also “claims provisions”)
are established for incurred but not settled claims. These
comprise provisions for incurred claims, both reported and
unreported (IBNR). They are accounted for on the basis
of received reinsurance accounts for provisions for out-
standing claims and on the basis of received loss advices for
non-proportional reinsurance business. Sava Re establishes
the IBNR provision following three procedures. In the first
procedure, the Company assumes a portion of the IBNR
provision as calculated by cedants based on relevant rein-
surance contract’s provisions. In the second procedure, it is
necessary to estimate the claims provision for business out-
side the Sava Re Group for which reinsurance accounts are
not received timely to estimate technical categories, taking
into account expected premiums and expected combined
ratios for each underwriting year, class of business and form
of reinsurance. This estimated claims provision is also add-
ed to the IBNR provision. As the triangular method is used
in making estimates, the procedure also represents a liabil-
ity adequacy test for the reinsurance portfolio outside the
Sava Re Group. In the third procedure, the IBNR provision is
calculated as part of the liability adequacy test for portfolio
segments where reinsurance accounts are received time-
ly and for which no estimates are made. This calculation is
made for gross data of Slovenian cedants and subsidiaries at
insurance class level, using development triangles of cumu-
lative claim payments by underwriting year. If the provision
for outstanding claims exceeds the one already set aside
(and calculated based on reinsurance accounts), a reinsur-
ance IBNR provision is set aside. The described procedures
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show that the outstanding claims provision is established
based on statistical data and using actuarial methods; there-
fore, its calculation also constitutes a liability adequacy test.

The provision for bonuses, rebates and cancellations is in-
tended for agreed and expected pay-outs due to good re-
sults of insurance contracts and expected payment due
to cancellations in excess of unearned premiums. The
Company establishes these provisions on the basis of re-
insurance accounts for quota share reinsurance treaties
withsubsidiaries.

Other technical provisions solely include the provision for
unexpired risks derived from a liability adequacy test of un-
earned premiums, as described below.

Unearned premiums are deferred premiums based on cov-
erage periods. If based on such a calculation, the premium
is deemed to be inadequate, the unearned premium is also
inadequate. The Company carries out liability adequacy
tests separately for gross unearned premiums and for the
retroceded portion of unearned premiums at the insurance
class level. Calculation of the expected combined ratio at
insurance class level was based on the weighted average of
the combined ratios realised in the last three to five years,
which were also trend-adjusted. The calculation of the real-
ised combined ratios was based on premiums earned, claims
incurred, commission expenses and other operating ex-
penses. Where the expected combined ratio so calculated
exceeds 100 %, thus revealing a deficiency in unearned pre-
miums, a corresponding provision for unexpired risks is set
aside within other technical provisions.

24.2.20. Other provisions

Other provisions comprise the net present value of employ-
ee benefits including severance pay upon retirement and ju-
bilee benefits. They are calculated in accordance with IAS 19
based on the ratio of accrued service time in the Company
to the entire expected service time in the Company (pro-
jected unit credit method).

Provisions are calculated based on personal data of employ-
ees: date of birth, date of commencement of employment,
anticipated retirement, and salary. Entitlement to severance
pay on retirement and jubilee benefits are based on provi-
sions of the collective bargaining agreement or the employ-
ee’s employment contract. Expected pay-outs also include
tax liabilities where payments exceed statutory non-taxable
amounts. The probability of an employee staying with the
Company includes both the probability of death (under ta-
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bles SLO 2007 M/F) and the probability of employment re-
lationship termination based on internal data. Accordingly,
the assumed annual real growth of salaries is based on inter-
nal data and the consumer price index. The assumed nomi-
nal growth in jubilee benefits equals expected inflation de-
termined based on the ECB’s long-term inflation target. The
same term structure of risk-free interest rates is used for
discounting as in the capital adequacy calculation under the
Solvency Il regime.

Pension insurance

The Company is required by law to pay pension insurance
contributions on gross salaries at the rate of 8.85 %. In addi-
tion, in 2001 the Company concluded a contract setting up
a pension insurance scheme as part of the voluntary pen-
sion system, and has been making monthly contributions to
it since then.

24.2.21. Other liabilities

Liabilities are initially recognised at amounts recorded in
the relevant documents. Subsequently, they are increased
in line with documents or decreased on the same basis or
through payments. Other liabilities comprise: liabilities for
claims and outwards retrocession premiums, liabilities for
claims arising out of inwards reinsurance contracts, liabilities
for retained deposits, amounts due to employees, amounts
due to clients and other short-term liabilities.

The Company established provisions for unexpended annu-
al leave recognised under accrued expenses. Unexpended
leave may be used by no later than 30 June of the succeed-
ing year.

24.2.22. Classification of insurance contracts

The Company classifies contracts as insurance contracts
if they are concluded to transfer a considerable portion
of risk; otherwise, they are classified as financial contracts.
Whether there has been a considerable transfer of risk may
be established either (i) directly when the Company as-
sumes risks from contracts on a proportional basis that have
been classified as insurance contracts by their cedants, or
(i) indirectly by determining that a reinsured event would
result in significant additional pay-outs.

The Company only transacts reinsurance business the ba-
sic purpose of which is the transfer of underwriting risk.
Thus the Company classified all the reinsurance contracts
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it concluded as insurance contracts. Proportional reinsur-
ance contracts represent an identical risk as the underly-
ing insurance policies, which are insurance contracts. Since
non-proportional reinsurance contracts provide for the
payment of significant additional pay-outs in case of loss
events, they also qualify as insurance contracts.

24.2.23. Net premiums earned

Premiums earned are accounted for on an accrual basis,
taking into account any increase in economic benefits in
the form of cash inflows or increases in assets. Net premi-
ums earned are gross premiums written (inwards reinsur-
ance premiums), less reinsurance or retrocession premiums
(outward reinsurance premiums). The amount of premiums
earned is also affected by changes in (the Company’s and
reinsurers’ shares of) unearned premiums. Estimates of
premiums and unearned premiums are taken into account.
Estimates are made on the basis of amounts in reinsurance
contracts, which, according to due dates, have already ac-
crued although the Company has yet to receive reinsurance
accounts, or on the basis of received estimates of final pre-
miums that are yet to fall due based on contractual provi-
sions. These items are used to calculate earned premiums in
the income statement.

24.2.24. Net claims incurred

Claims and benefits incurred are accounted for on an ac-
crual basis, taking into account any decrease in economic
benefits in the form of cash outflows or decreases in as-
sets. Net claims incurred comprise gross claims paid net
of recourse receivables and reinsured claims, i.e. amounts
invoiced to retrocessionaires. The amount of gross claims
paid includes the change in the claims provision, taking into
account estimated claims and provisions for outstanding
claims. Estimates are made on the basis of amounts in re-
insurance contracts, which, according to due dates, have
already accrued although the Company has yet to receive
reinsurance accounts. These items are used to calculate net
claims incurred in the income statement. Claims incurred
are estimated based on estimated premiums and expected
combined ratios for individual reinsurance contracts.
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24.2.25. Income and expenses relating to
investments in subsidiaries and
associates

Income relating to investments in subsidiaries and associates
also includes dividends. Expenses relating to investments in
subsidiaries and associates include impairment losses on in-
vestments. Dividend income is recognised when pay-out is
authorised in accordance with the relevant general meeting
resolution of any subsidiary or associate.

24.2.26. Investment income and expenses

The Company records investment income and expenses
separately depending on whether they relate to the capital
fund or the liability fund. The capital fund comprises assets
representing shareholders’ funds; the liability fund compris-
es assets supporting technical provisions.
Investment income includes:

dividend income (income from shares),

interest income,

exchange gains,

income from changes in the fair value and gains on the

disposal of investments designated at fair value through

profit or loss,

gains on the disposal of investments of other investment

categories and

other income.

Investment expenses include:
interest expense,
exchange losses,
expenses due to changes in fair value and losses on dis-
posal of investments designated at fair value through
profit or loss,
losses on disposal of investments of other investment
categories,
other expenses.

The mentioned income and expenses are disclosed depend-
ing on how the underlying investments are classified, i.e. in-
vestments held to maturity, at fair value through profit or
loss, available for sale, loans and receivables, or deposits.

Interest income and expenses for investments classified as
held to maturity or available for sale are recognised in the
income statement using the effective interest rate meth-
od. Interest income and expenses for investments at fair
value through profit or loss are recognised in the income
statement using the coupon interest rate. Dividend income
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is recognised in the income statement when payout is au-
thorised. Gains and losses on the disposal of investments
represent the difference between the carrying amount of
a financial asset and its sale price, or between its cost less
impairment, if any, and sale price in the case of investments
available for sale.

24.2.27. Operating expenses

Operating expenses comprise:

acquisition costs; reinsurance commission expenses

recognised based on reinsurance accounts and esti-

mates derived from estimated premiums and contractu-
ally agreed commission rates;

change in deferred acquisition costs; deferred costs

comprise deferred reinsurance commission expenses.

These are booked commissions relating to the next fi-

nancial year. They are recognised based on reinsurance

accounts and estimated amounts obtained based on es-
timated commissions taking into account straight-line
amortisation;

other operating expenses classified by nature are as

follows:

a) depreciation/amortisation of operating assets,

b) personnel costs including employee salaries, social
and pension insurance costs and other personnel
costs,

c) remuneration of the supervisory board and au-
dit committee; and payments under contracts for
services,

d) other operating expenses relating to services and
materials.

24.2.28. Other technical income

Other technical income comprises income from reinsur-
ance commission, less the change in deferred acquisition
costs relating to reinsurers, and is recognised based on con-
firmed reinsurance accounts and estimated commission in-
come taking into account straight-line amortisation.

24.2.29. Income tax expense

Income tax expense for the year comprises current and
deferred tax. Income tax is presented in the income state-
ment, except for the portion relating to the items present-
ed in equity. The same applies to deferred tax. Current tax
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is payable on the taxable profit for the year using the tax
rates enacted by the date of the statement of financial po-
sition, as well as on any adjustments to tax liabilities of prior
periods. Deferred tax is recognised using the statement of
financial position method, providing for temporary differ-
ences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for
taxation purposes. The deferred tax amount is based on the
expected manner of recovery or settlement of the carrying
amount of assets and liabilities, using the tax rates that have
been enacted by the date of the statement of financial po-
sition. Deferred tax assets are recognised only to the extent
that it is probable that future taxable profits will be available
against which they 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.

The rate of corporate income tax is 17 % (the same as in
2015). Due to amended tax regulations governing corpo-
rate income tax effective as of 1 January 201/, deferred tax
assets and liabilities are accounted for using a tax rate of
19 % (2015: 17 %).

24.3. Changes in accounting policies and

correction of errors

In 2015, the Company’s cash and cash equivalents item in
the statement of financial position and the cash flow state-
ment comprised cash balances in bank accounts and over-
night deposits. As of 1 January 2016, the Company changed
the disclosure of cash assets to include cash equivalents.
Previously, in the statement of financial position as at
31 December 2015, these were disclosed under financial in-
vestments. Thus, the cash and cash equivalents item in the
statement of financial position and cash flow statement now
comprises:

cash, including cash in hand, cash in bank accounts of

commercial banks or other financial institutions and

overnight deposits, and

cash equivalents, including demand deposits and depos-

its with an original maturity of up to three months.
Had this classification been used as at 31 December 2015,
thelevel of cash and cash equivalents of the Company would
have been higher by € 0.9 million, totalling € 1.2 million.
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24.4. Standards and interpretations

issued but not yet effectiveand new
standards and interpretations

New and amended standards and interpretations

The accounting policies applied in the compilation of the
financial statements are the same as those used in the
preparation of the financial statements for the year ended
31 December 2015, except for adoption of new or amend-
ed standards that came into effect for annual periods be-
ginning on or after 1 January 2016 and which are presented
below.

Amendments to IFRS 11, Joint Arrangements: Accounting
for Acquisitions of Interests in Joint Operations

The amendments to IFRS 11 require that a joint operator
accounting for the acquisition of an interest in a joint op-
eration, in which the activity of the joint operation consti-
tutes a business, must apply the relevant IFRS 3 Business
Combinations principles for business combination account-
ing. The amendments also clarify that a previously held in-
terest in a joint operation is not remeasured on the acquisi-
tion 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 addi-
tional interests in the same joint operation and are applied
prospectively.

These amendments do not have any impact on the financial
statements. In the reporting period, the Company complet-
ed a merger of four of its subsidiaries into one company but
made no acquisitions of interests in joint operations.

Amendments to IAS 16 and IAS 38, Clarification of
Acceptable Methods of Depreciation and Amortisation
The amendments clarify the accounging policies 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 as-
set is part) rather than the economic benefits that are con-
sumed through the use of the asset. As a result, a reve-
nue-based method cannot be used to depreciate property,
plant and equipment and may only be used in very limited
circumstances to amortise intangible assets.
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The amendments are effective prospectively and do not
have any impact on the Company’s financial statements,
given that it has not used a revenue-based method to de-
preciate 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.
Under the amendments, biological assets that meet the
definition of bearer plants will no longer be within the scope
of IAS 41 Agriculture. Instead, IAS 16 will apply. After ini-
tial recognition, bearer plants will be measured under IAS
16 at accumulated cost (before maturity) and using either
the cost model or revaluation model (after maturity). The
amendments also require that produce that grows on bear-
er plants will remain in the scope of IAS 41 measured at fair
value less costs to sell. For government grants related to
bearer plants, IAS 20 Accounting for Government Grants
and Disclosure of Government Assistance will apply.

The amendments are applied retrospectively and do not
have any impact on the financial statements as the Company
does not have any bearer plants.

Amendments to IAS 27, Equity Method in Separate
Financial Statements

This amendment will allow entities to use the equity meth-
od 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 have to apply
that change retrospectively.

The amendments have no effect on the Company’s financial
statements.

Amendments to IAS 1, Disclosure Initiative
The amendments to IAS 1 Presentation of Financial
Statements 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;
that the share of OCI of associates and joint ventures
accounted for using the equity method must be pre-
sented in aggregate as a single line item, and classified
between those items that will or will not be subsequently
reclassified to profit or loss.
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Furthermore, the amendments clarify the requirements
that apply when additional subtotals are presented in the
statement of financial position and the statement(s) of prof-
it or loss and OCI.

The amendments have no effect on the Company’s financial
statements.

Amendments to IFRS 10, IFRS 12 and IAS 28, Investment
Entities: Applying the Consolidation Exception

The amendments address issues that have arisen in ap-
plying the investment entities exception under IFRS 10
Consolidated Financial Statements. The amendments to
IFRS 10 clarify that the exemption from presenting consoli-
dated financial statements applies to a parent entity that is a
subsidiary of an investment entity, when the investment en-
tity 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 en-
tity 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 associ-
ate or joint venture to its interests in subsidiaries.

These amendments are applied retrospectively and do not
have any impact on the Company’s financial statements,

Annual Improvements 2012-2014 Cycle
These improvements include:

IFRS 5, Non-current Assets Held for Sale and Discontinued
Operations

Generally, the Company disposes assets (or disposal groups)
either by sale or distribution between the owners. The
amendment clarifies that changing from one of these dis-
posal 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 is applied
prospectively.

IFRS 7, Financial Instruments: Disclosures

() Servicing contracts

The amendment clarifies that a servicing contract that in-
cludes a fee can constitute continuing involvement in a fi-
nancial 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 disclo-
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sures are required. The assessment of which servicing con-
tracts constitute continuing involvement must be done ret-
rospectively. However, the required disclosures need not be
provided for any period beginning before the annual period
in which the entity first applies the amendments.

IAS 19, Employee Benefits

The amendment clarifies that market depth of high qual-
ity corporate bonds is assessed based on the currency in
which the obligation is denominated, rather than the coun-
try where the obligation is located. When there is no deep
market for high quality corporate bonds in that currency,
government bond rates must be used. This amendment is
applied prospectively.

New IFRS Standards and Interpretations adopted by the
EU but not yet Effective

The standards and interpretations disclosed below have
been issued and adopted by the EU; but are not yet ef-
fective up to the date of issuance of the separate financial
statements. The Company intends to adopt these stand-
ards and interpretations, if applicable, in the preparation of
its financial statements when they become effective. The
Company did not early adopt any of the below standards.

IFRS 9, Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9
Financial Instruments, which includes the requirements
of all phases of the IFRS 9 improvement project and re-
places IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. The re-
vised standard introduces new requirements for the classi-
fication and measurement of financial assets and liabilities,
the recognition of their impairment, and hedge accounting.
The revised IFRS 9 is effective for annual periods beginning
on or after 1January 2018, with early application permitted.
Retrospective application is required, but comparative in-
formation is not compulsory.

The adoption of the revised IFRS 9 will have an effect on
the classification and measurement of the Company’s finan-
cial assets, but no impact on the classification and measure-
ment of its financial liabilities.

Regarding the implementation of IFRS 9, the Company will
opt to apply the temporary exemption from this standard
until the coming into force of IFRS 17 Insurance contracts.

IFRS 15, Revenue from Contracts with Customers
The IASB issued IFRS 15 in May 2014. It establishes a five-
step model to account for revenue arising from contracts
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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 principles in IFRS 15 provide
a more structured approach to measuring and recognising
revenue. The new revenue standard will supersede all cur-
rent revenue recognition requirements under IFRS. Either
a full retrospective application or a modified retrospective
application is required for annual periods beginning on or
after 1January 2018. Early application is permitted.

The Company is currently assessing the impact of the new
standard and plans to adopt it on the required effective
date. As the Company’s core business is reinsurance, we do
not expect any significant impacts from this new standard.

New IFRS Standards and Interpretations not yet Adopted
by the European Union

IFRS 16, Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17
Leases, IFRIC 4 Determining whether an Arrangement con-
tains 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 com-
mencement 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 re-
quired 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 liabili-
ty 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: oper-
ating and finance leases.
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IFRS 16 also requires lessees and lessors to make more ex-
tensive disclosures than under IAS 17.

IFRS 16 is effective for annual periods beginning on or after 1
January 2019. Early application is permitted, if the Company
already reports in line with the requirements of 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 Company plans to assess the potential effect of
IFRS 16 on its separate financial statements.

IFRS 14, Regulatory Deferral Accounts

IFRS 14 is an optional standard that allows an entity, whose
activities are subject to rate-regulation, to continue apply-
ing most of its existing accounting policies for regulatory
deferral account balances upon its first-time adoption of
IFRS. Entities that adopt IFRS 14 must present the regula-
tory deferral accounts as separate line items on the state-
ment of financial position and present movements in these
account balances as separate line items in the statement
of profit or loss and OCI. The standard requires disclo-
sure of the nature of, and risks associated with, the entity’s
rate-regulation and the effects of that rate-regulation on its
financial statements.

Amendments to IFRS 10 and IAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture

The amendments address the conflict between IFRS 10 and
IAS 28 in dealing with the loss of control of a subsidiary that
is sold or contributed to an associate or joint venture. The
amendments clarify that the gain or loss resulting from the
sale or contribution of assets that constitute a business, as
defined in IFRS 3, between an investor and its associate or
joint venture, is recognised in full. Any gain or loss resulting
from the sale or contribution of assets that do not consti-
tute a business, however, is recognised only to the extent
of unrelated investors’ interests in the associate or joint
venture. The IASB has deferred the effective date of these
amendments indefinitely, but an entity that early adopts the
amendments must apply them prospectively.

The Company estimates that the amendment will have no
impact on the separate financial statements.

IAS 12, Recognition of Deferred Tax Assets for Unrealised
Losses - Amendments to IAS 12

The amendments clarify that an entity needs to consid-
er whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of
that deductible temporary difference. Furthermore, the
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amendments provide guidance on how an entity should de-
termine future taxable profits and explain the circumstanc-
es in which taxable profit may include the recovery of some
assets for more than their carrying amount.

Entities are required to apply the amendments retrospec-
tively. However, on initial application of the amendments,
the change in the opening equity of the earliest compara-
tive period may be recognised in opening retained earnings
(orin another component of equity, as appropriate), without
allocating the change between opening retained earnings
and other components of equity. Entities applying this relief
must disclose that fact.

These amendments are effective for annual periods begin-
ning on or after 1 January 2017. Early application is permit-
ted. If an entity applies the amendments for an earlier pe-
riod, it must disclose that fact. The Comany estimates that
the amendment will not have a significant impact on its fi-
nancial statements.

IAS 7, Disclosure Initiative - Amendments to IAS 7

The amendments to IAS 7 Statement of Cash Flows are part
of the IASB’s Disclosure Initiative and require an entity to
provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing ac-
tivities, including both changes arising from cash flows and
non-cash changes. On initial application of the amendment,
entities are not required to provide comparative informa-
tion for preceding periods.

These amendments are effective for annual periods begin-
ningon or after 1January 2017. Early application is permitted.
Application of amendments will result in additional disclo-
sure provided by the Company.

Clarifications to IFRS 15, Revenue from Contracts with
Customers
In April 2016, the IASB issued amendments to IFRS 15 to ad-
dress several implementation issues discussed by the Joint
Transition Resource Group for Revenue Recognition.
The amendments clarify:
when a promised good or service is distinct within the
context of the contract,
how to apply the principal versus agent application guid-
ance, including the unit of account for the assessment,
how to apply the control principle in service transactions
and reframe the indicators,
when an entity’s activities significantly affect the intel-
lectual property (IP) to which the customer has rights,
which is a factor in determining whether the entity rec-
ognises revenue for licences over time or at a point in
time,
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the scope of the exception for sales-based and us-
age-based royalties related to licences of IP (the royal-
ty constraint) when there are other promised goods or
services in the contract.
Furthermore, they add two practical expedients to the
transition requirements of IFRS 15 for:

(a) completed contracts under the full retrospective

transition approach; and

(b) contract modifications at transition.

The amendments have an effective date of 1 January 2018,
which is the effective date of IFRS 15. The amendments
are intended to clarify the requirements in IFRS 15, not to
change the standard.

The Company is required to apply these amendments ret-
rospectively. Early application is permitted and must be
disclosed.

The Company is currently assessing the impact of the clari-
fication and plans to adopt it on the required effective date.
As the Company’s core business is reinsurance, we do not
expect any significant impacts from these clarifications.

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 obliga-
tions; and
accounting where a modification to the terms and con-
ditions 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 applica-
tion 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. Early
application is permitted. The Company is assessing the po-
tential effect of the amendments on its financial statements.

IFRS 17, Applying IFRS 9, Financial Instruments with IFRS
17, Insurance Contracts - Amendments to IFRS 17

The amendments address concerns arising from imple-
menting the new financial instruments standard, IFRS 9,
before implementing the new insurance contracts standard
that the Board is developing to replace IFRS 4. The amend-
ments introduce two options for entities issuing insurance
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contracts: a temporary exemption from applying IFRS 9 and
an overlay approach.

The amendments are effective for periods beginning on
or after 1 January 2018. The Company will opt to apply the
temporary exemption from the application of IFRS 9 until
the enforcement of IFRS 17.

Annual Improvements to IFRS Standards 2014-2016 Cycle

Include amendments to three Standards:
IFRS 12 Disclosure of Interests in Other Entities: The
standard is effective for annual periods beginning on
or after 1 January 2018. The amendments clarify the
scope of the standard by specifying that the disclosure
requirements in the standard, except for those in para-
graphs B10-B16, apply to an entity’s interests listed in
paragraph 5 that are classified as held for sale, as held
for distribution or as discontinued operations in accord-
ance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.
IFRS 1 First-time Adoption of International Financial
Reporting Standards. The standard is effective for an-
nual periods beginning on or after 1 January 2018. The
amendments deleted the short-term exemptions in par-
agraphs E3-E7 of IFRS 1, because they have now served
their intended purpose.
IAS 28 Investments in Associates and Joint Ventures. The
standard is effective for annual periods beginning on or
after 1 January 2018. The amendments clarify that the
election to measure at fair value through profit or loss
an investment in an associate or a joint venture that is
held by an entity that is a venture capital organisation, or
other qualifying entity, is available for each investment
in an associate or joint venture on an investment-by-in-
vestment basis, upon initial recognition,

The Companyis assessing the potential effect of the amend-
ments on its financial statements.

IFRIC Interpretation 22, Foreign Currency Transactions
and Advance Consideration

The interpretation addresses the exchange rate to use in
transactions that involve advance consideration paid or re-
ceived in a foreign currency.

The
tions when an entity recognises a non-monetary asset or

Interpretation covers foreign currency transac-

non-monetary liability arising from the payment or receipt
of advance consideration before the entity recognises the
related asset, expense or income. It does not apply when
an entity measures the related asset, expense or income on
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initial recognition at fair value or at the fair value of the con-
sideration received or paid at a date other than the date of
initial recognition of the non-monetary asset or non-mone-
tary liability. Also, the Interpretation need not be applied to
income taxes, insurance contracts or reinsurance contracts.
IFRIC 22 is effective for annual periods beginning on or af-
ter 1January 2018. Early application is permitted. The inter-
pretation can be applied either prospectively to all foreign
currency assets, expenses and income in the scope of the
interpretation initially recognised on or after the beginning
of the reporting period an entity first applies the interpreta-
tion in or the beginning of a prior reporting period present-
ed as comparative information.

The Companyis assessing the potential effect of the amend-
ments on its financial statements.

Amendments to IAS 40, Transfers of Investment Property
The amendments clarify the requirements on transfers to,
or from, investment property.

The amendments are effective for periods beginning on or
after 1January 2018. Early application is permitted.
Amendments are applied to changes in use that occur on or
after the beginning of the annual reporting period in which
the entity first applies the amendments. Retrospective ap-
plication is also permitted if that is possible without the use
of hindsight.

The Company is assessing the potential effect of the amend-
ments on its financial statements.
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24.5. Risk management

The following table shows the changes in the risk profile in
2016 compared to 2015.

Change in the Sava Re risk profile compared to the
previous year

Risk described
in section
Operational risks » 24.5.4
Strategic risks t* 24.5.5
Financial risks 24.5.3
Interest rate risk 1+ 24,5311
Equity risk $ 24.5.31.2
Currency risk » 245314
Liquidity risk » 24532
Credit risk L 4 24533
Non-life underwriting risks
Underwriting process risk » 24521
Pricing risk » 24522
Claims risk » 24523
Net retention risk » 24524
Reserving risk » 24525
Retrocession programme » 24.5.2.6
Estimated exposure to underwriting risks » 24527

Key

4 Theriskincreasedin 2016 compared to 2015.

®»  Therisk remained at about the same level in 2016 compared to
2015.

8§  Therisk decreased in 2016 compared to 2015.

24.5.1. (Capital adequacy of Sava Re

On1January 2016%, the Solvency Il regime came into force.
This new regime requires that a risk-based approach be
used in the calculation of capital adequacy. For calculating
its capital requirements under Solvency Il, Sava Re uses the
standard formula. The solvency capital requirement is cal-
culated annually, while eligible own funds supporting solven-
cy requirements are calculated on a quarterly basis.
Pursuant to regulations, Sava Re calculated its capital ade-
quacy position as at 1 January 2016.

Capital adequacy of Sava Re as at 1 January 2016

As at 1 January

€) 2016 (unaudited)
Eligible own funds 379163938
Minimum capital requirement 35,817,895
Solvency capital requirement (SCR) 143,271,578
Solvency ratio 264.6 %

Sava Re’s eligible own funds as at 30 September 2016 to-
talled € 422.4 million and were slightly higher than as at
1 January 2016. It needs to be noted that dividend payments
for 2016 are not considered in quarterly calculated eligible
own funds, while eligible own funds as at 31 December 2016
are net of the expected dividends. We assume that the level
of eligible own funds at the end of the year is slightly above
the level as at 1 January 2016.

We also expect that the solvency ratio as at 31 December
2016 is broadly on the same level as at 1 January 2016.
Detailed results of Sava Re’s capital adequacy calculation as
at 31 December 2016 will be presented in the Solvency and
Financial Condition Report of Sava Re in May 2017,

24.5.2. Underwriting risk

Underwriting risks are risks related to the main activi-
ty pursued by insurance companies, i.e., the assumption
of risks from policyholders. Insurance companies transfer
any excess of risk to reinsurance companies, which is why
reinsurance companies are exposed to underwriting risk.
Underwriting risks that are important for reinsurers com-
prise mainly underwriting process risk, pricing risk, claims
risk, net retention risk and reserving risk. Some other un-
derwriting risks, such as product design risk, economic envi-
ronment risk and policyholder behaviour risk are important
mainly for insurers, but are transferred to reinsurance com-
panies, especially through proportional reinsurance treaty
arrangements. Such risks can only be managed through ap-
propriate underwriting, additional requirements or clauses
in reinsurance contracts and through an appropriate retro-
cession programme. Therefore, below we will give no sep-
arate discussion of product design risk, economic environ-
ment risk nor policyholder behaviour risk.

Sava Re only assumes underwriting risk from its subsidiar-
ies and other cedants. Part of the assumed risk is retained,
any excess over its capacity is retroceded. Sava Re classi-

39 During the preparation of the audited annual report, the Sava Re is yet to obtain audited Solvency Il data for 2016.
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fies all reinsurance contracts as insurance contracts within
the meaning of IFRS 4. As the Company has no reinsurance
contracts that qualify as financial contracts, we give below a
detailed description of the risks arising from insurance con-
tracts, as required under IFRS 4.

245.2.1. Underwriting process risk

The underwriting process risk is the risk of incurring finan-
cial losses caused by an incorrect selection and approval of
risks to be reinsured. In respect of reinsurance treaties, Sava
Re follows the fortune of its ceding companies, while with
facultative contracts, the decision on assuming a risk is on
Sava Re.

It follows from the above that in order to manage this risk,
it is essential to review the practices of existing and future
ceding companies and to analyse developments on the

relevant markets and in the relevant classes of insurance.
Consequently, coverage may only be granted by taking into
account internal underwriting guidelines. These guidelines
define requirements for customers, minimum required level
of information on the business and the framework of the ex-
pected business results. In addition, they lay down the cov-
erage procedure and levels of authority so that appropriate
controls are included in the process. Sava Re’s profession-
als with relevant qualifications assist in the underwriting of
large risks assumed by the Company’s subsidiaries (and sub-
sequently reinsured with the controlling company).

The following table shows exposure measured by the num-
ber of contracts and aggregated limits of contracts. The
sum does not include unlimited motor third-party liability XL
covers that are fully retroceded.

Breakdown of reinsurance contracts and limits (before retrocession)

©) U/W year 2016 U/W year 2015
Form of contract con':r:.c:: Aggreﬁ:'\tii con':r:.cz: AQgreIgiranti:
Treaty business 698 1,395,369,549 666  1,439,567940
Facultative business 195 776,396,956 187 693,166,901
Total 893 2,171,766,505 853 2,132,734,841

Aggregate limits again increased marginally in 2016 com-
pared to 2015, mainly as a result of the larger facultative
portfolio, while the volume of obligatory treaties shrank.
This is due to the cancellation of a small number of unbal-
anced treaties with very high limits. This finding is further
supported by the fact that there was also an increase in pre-
mium income and technical provisions in 2016.

We believe that the reinsurance underwriting process risk
is well managed. Sava Re reduces underwriting risk through
partial or full retrocession.

245.2.2. Pricing risk

Pricing risk is the risk that the reinsurance premiums
charged will be insufficient to cover liabilities under reinsur-
ance contracts.

In proportional reinsurance contracts, reinsurance premi-
ums depend on insurance premiums, mostly set by ceding
companies, while the risk premium also depends on the
commission recognised by the reinsurer. Therefore, this risk
is managed by appropriate underwriting of risks to be rein-
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sured and relevant adjustments to the commission policy.
Likewise in respect of non-proportional reinsurance trea-
ties, the pricing risk is managed by properly underwriting
the risks to be reinsured and by determining adequate re-
insurance premiums. Expected results of reinsurance con-
tracts entered into on the basis of available information and
set prices must be in line with target combined ratios; the
adequacy of prices is verified based on the results by form
and class of reinsurance.

The international reinsurance market remains in a soft mar-
ket phase, but as reinsurance underwriting is adequately
managed, pricing risk for Sava Re is assessed as moderate
in both 2016 and 2015.

245.2.3. Claimsrisk

Claims risk is the risk that the number of claims or the av-
erage claim amount will be higher than expected. In pro-
portional reinsurance business, this risk is closely connected
with the same risk in relation to ceding companies, which
may arise due to incorrect assessments made in the course
of underwriting, changes in court practice, new types of
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losses, increased public awareness of the rights attached
to insurance contracts, macroeconomic changes and such
like. In non-proportional reinsurance business, the Company
has greater control over the expected claims risk through
direct control on pricing; however, since this business is
more volatile, the risk is managed mainly through portfo-
lio diversification. A treaty may be either very profitable for
the reinsurer (if there are no losses in excess of a predeter-
mined amount, the priority) or very unprofitable, if a loss
exceeds the priority.

This risk is managed by appropriate underwriting, controlling
risk concentration in a particular location or geographical
area, and especially by adequate reinsurance and retroces-
sion programmes.

Although we are altering the composition of the portfolio
to maximise profitability, we assess that there was no signif-
icant difference between the claims risk of 2016 and 2015.

2452.4. Netretention risk

Net retention risk is the risk that higher retention of insur-
ance loss exposures will result in large aggregate losses due
to catastrophic or concentrated claims experience. This risk
may also materialise in the event of “shock losses”, where
a large number of insured properties are impacted. This
may occur especially through losses caused by natural peril
events, which are generally covered by a basic or an addi-
tional fire policy or by a policy attached to an underlying
fire policy (e.g. business interruption policy or earthquake
policy).

Sava Re manages net retention risk by way of (i) appropri-
ate professional underwriting of the risks to be insured, (i)
measuring the exposure (by aggregating sums insured) by
geographical area for individual natural perils and especially
by (i) designing an appropriate reinsurance programme. In
managing this risk, we take into account that maximum net
aggregate losses in any one year are affected both by the
maximum net claim arising from a single catastrophe event
and by the frequency of such events.

The table below shows exposure to natural perils and diver-
sification by region.
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Earthquake aggregates by region

€) 31/12/2016 31/12/2015
EU members 767,654,390 743,394,132
Non-EU members 138,091,549 167,276,871
Russia and CIS 25,447,591 34,840,926
Africa 47,032,821 33,942,271
Middle East 51,842,192 48,264,175
Asia 263,262,632 196,364,656
Latin America 34,299,612 35,358,886
USA and Canada 23,135,770 29,536,584
Caribbean Islands 27,483,539 22,588,484
Oceania 23,215,554 20,153,611
Total 1,401,465,649 1,331,720,596

Flood aggregates by region

€) 31/12/2016 31/12/2015
EU members 425,256,326 421,543,714
Non-EU members 108,459,503 90,686,329
Russia and CIS 25,440,091 34,833,426
Africa 47,032,821 33,942,271
Middle East 34,932,628 33,494,159
Asia 223,152,020 185,128,414
Latin America 34,441,205 35,501,743
USA and Canada 23,135,770 29,536,584
Caribbean Islands 27,483,539 22,588,484
Oceania 22,043,679 20,153,611
Total 971,377,581 907,408,735
Storm aggregates by region

€) 31/12/2016 31/12/2015
EU members 432,701,483 424,083,689
Non-EU members 108,443,253 90,660,079
Russia and CIS 25,440,091 34,833,426
Africa 47,032,821 33,942,271
Middle East 34,932,628 33,494,159
Asia 224,598,174 187,M,747
Latin America 32,346,638 32,547157
USA and Canada 23,135,770 29,536,584
Caribbean Islands 27,483,539 22,588,484
Oceania 23,215,554 20,153,611
Total 979,329,950 908,951,208

The Group considers the net retention risk to have remained
essentially the same in both 2016 and 2015. Nevertheless,
Sava Re was not seriously impacted due to its adequate re-
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tention limits and adequate retrocession programme, as
shown in the section on estimated exposure to underwrit-
ing risks.

245.25. Reserving risk

Reserve risk is the risk that technical provisions are not
sufficient to cover the commitments of the (re)insurance
business assumed. This may occur because of inaccurate
actuarial estimates or an unexpected unfavourable loss de-
velopment. It may be a result of new types of losses that
have not been excluded in cedants’ insurance conditions
and for which no claims provisions have been established,
which is common with liability insurance contracts but can
also happen due to changed court practices. We consider
that this risk does exist, mainly in respect of the claims pro-
vision; however, it is minor.

Sava Re manages reserving risk by strict adherence to the
law and regulations on technical provisions, by applying rec-
ognised actuarial methods, critical observation of informa-
tion received from ceding companies on reinsurers’ shares
of their claims provisions and, especially, by adopting a suf-
ficiently prudent approach in setting the level of techni-
cal provisions, which is described in the notes to technical
provisions.

Unlike primary insurers, Sava Re cannot use triangles of paid
losses based on accident year data for actuarial estimations.
This is because ceding companies report claims under pro-
portional treaties by underwriting years. As claims under
one-year policies written during any one year may occur

Adequacy analysis of gross technical provisions for past years

either in the year the policy is written or in the year after,
aggregated data for proportional reinsurance contracts are
not broken down by accident year. Furthermore, some mar-
kets renew treaty business during the year, resulting in addi-
tional discrepancies between the underwriting year and the
accident year.

In line with reinsurance practice, Sava Re analyses data con-
cerning claims paid by underwriting year and estimates its
future liabilities with respect to individual underwriting years
by using appropriate actuarial methods. The estimated lia-
bilities relate to claims that have already been incurred (re-
ported and not reported) the settlement of which is pro-
vided for within the claims provision, and claims that have
not yet been incurred the settlement of which is covered by
unearned premiums, net of deferred commission.

Owing to the mentioned feature, the following two tables
include as originally estimated gross or net liabilities. At
any year-end claims provisions are included plus unearned
premiums less deferred commission, which are compared
to subsequent estimates of these liabilities. Such testing or
analysis of whether technical provisions are adequate can
only be applied to past years — the further backin time, the
more precise the results. Given that the claims provision is
calculated using the same actuarial method as in previous
years, we conclude based on past discrepancies between
originally estimated liabilities and subsequently established
actual liabilities arising from claims at individual dates of
the statement of financial position, that the provisions as at
31 December 2016 are adequate.

(€ thousand) Year ended 31 December
Estimate of gross liabilities 201 2012 2013 2014 2015 2016
As originally estimated 173,525 206,099 199,339 207,416 209963 218,615
Reestimated as of 1 years later 169,377 179,499 170,890 183,590 191,260

Reestimated as of 2 years later 155,552 169,304 160,099 174,579

Reestimated as of 3 years later 155,334 158,181 156,865

Reestimated as of 4 years later 145,246 155,634

Reestimated as of 5 years later 143,162

Cumulative gross redundancy 30,363 50,464 42,473 32,838 18,703

(latest estimate - original estimate)

Cumulative gross redundancy as % of original estimate 17.5% 245% 21.3% 15.8% 89%
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Adequacy analysis of net technical provisions for past years

(€ thousand) Year ended 31 December
Estimate of net liabilities 201 2012 2013 2014 2015 2016
As originally estimated 156,370 174,480 173,344 177,031 194,262 200,824
Reestimated as of 1years later 144,939 153,136 153,577 161973 175,595

Reestimated as of 2 years later 132,255 147,655 142,529 151,267

Reestimated as of 3 years later 136,571 136,270 137,887

Reestimated as of 4 years later 125,973 132,322

Reestimated as of 5 years later 122,826

Cumulative gross redundancy 33,544 42,158 35,457 25,764 18,667

(latest estimate - original estimate)

Cumulative net redundancy as % of original estimate 21.5% 24.2 % 20.5% 14.6 % 9.6%

The cumulative gross redundancies for underwriting years
201 to 2014 increased compared to amounts at the end of
the preceding year, which were 16.3 %, 23.2 %, 19.7 % and
1.5 % of original estimates. The cumulative net redundan-
cies for underwriting years 2011 to 2014 are also larger than
the amounts at the end of the preceding year, which were
19.4 %, 219 %,17.8 % and 8.5 % of original estimates.

The cumulative gross and net redundancies are a result of
prudent estimation of liabilities. They are also partly due to
the fact that unearned premiums calculated based on the
pro rata temporis rule, less deferred commission, for those
classes of business where loss ratios are significantly below
100 % are too large by the very nature of the calculation
method. This is also the reason why the reestimate as of 1
year later is quickly decreasing compared to the original
estimate, as unearned premiums relating to one-year in-
surance contracts are largely released in the following year
when any redundancy is also released. Subsequent reesti-
mates are slowly decreasing; and only after a long time do
they stabilise.

In respect of those classes of insurance where the sum of
the claims and the expense ratio exceeds 100 %, Sava Re
sets aside provisions for unexpired risks in addition to un-
earned premiums, as described in the notes to technical
provisions.

Due to the high cumulative redundancies of both gross and
net technical provisions, we estimate that reserving risk at
the end of 2016 is relatively small and similar to that at year-
end 2015.

24.5.2.6. Retrocession programme

An adequate retrocession programme is fundamental for
managing the underwriting risk that Sava Re is exposed to.
The programmes are designed to reduce potentially large
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risk exposures as largest amounts set out in the tables of
maximum retentions are used only exceptionally with best
risks. Sava Re uses retrocession treaties to diversify risk.
The Company’s net retained insurance portfolio (relating
to both Slovenian and foreign ceding companies) is further
covered for potentially large losses through prudently se-
lected non-proportional reinsurance programmes.

We consider that the 2016 retrocession programme of Sava
Re is comparable with that of 2015.

24521 Estimated exposure to underwriting
risks

Sava Re’s maximum net retentions and its retrocession pro-
grammes are of key importance to estimating the exposure
to underwriting risks. The net retention limit is set at € 4 mil-
lion for the majority of non-life classes of insurance and a
combined limit of € 4 million is used for the classes fire and
natural forces, other damage to property and miscellane-
ous financial loss; a net retention limit of € 2 million is set
for motor liability and for marine; for life policies net reten-
tion limits are uniformly set at € 300,000. In principle, this
caps any net claim arising out of any single loss event at a
maximum of € 4 million. In case of any catastrophe event,
e.g. flood, hail, storm or even earthquake, the maximum net
claim payable is limited by the priority of the non-propor-
tional reinsurance programme (protection of net retention),
whichis € 5 million for Group business as well as extra Group
business. These amounts represent the maximum net claim
for asingle catastrophe event based on reasonable actuarial
expectations. In case of multiple catastrophic events in any
single year, the non-proportional treaties include reinstate-
ment provisions. Hence, the probability that a large number
of catastrophe events would compromise the solvency po-
sition of Sava Re is negligible. Due to the random fluctu-
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ation in the number of catastrophic events, an increase in
net claims must always be expected. This would negatively
impact business results, but would certainly pose no threat
to Sava Re’s solvency.

If the net combined ratio changed due to higher/lower un-
derwriting risks by one percentage point, net profit before
tax would change by € 1.3 million (2015: € 1.3 million). In
2016 an additional maximum net claim of € 5 million would
have deteriorated the combined ratio by 3.7 % (2015: 4.0 %),
which is still acceptable.

24531. Market risks

Financial investments exposed to market risks°

The probability that the underwriting risk may seriously un-
dermine the Company’s financial stability is deemed, ac-
cording to our assessment, to have been low in both 2016
and 2015.

24.5.3. Financial risks

In its financial operations, Sava Re is exposed to financial
risks, including market, liquidity and credit risk.

Absolute Change in

difference structure

In % as at In% as at 31/12/2016 / 31/01/2016 /

Type of investment 31/12/2016 31/12/2016 31/12/2015* 31/12/2015 31/12/2015 31/12/2015
Deposits and CDs 2,398,602 09% 4923,273 20% -2,524,670 -11%
Government bonds 122,920,903 471% 111,243,783 452 % 1,677,120 1.8%
Corporate bonds* 101,771,645 39.0% 102,964,235 419 % -1,192,590 -29%
Shares (excluding strategic shares) 9,798,315 38% 10,892,492 4.4 % -1,094176 -0.7%
Mutual funds 2,388,497 09% 4,075,692 1.7% -1,687,194 -0.7%
mixed funds 1,594,081 0.6% 1,631,125 0.7% -37,045 -01%
equity funds 794,417 0.3% 1,778,274 0.7% -983,857 -0.4%
other 0 0.0% 666,292 0.3% -666,292 -0.3%
Loans granted and other investments 2,834,953 11% 2,834953 12% 0 -01%
Deposits with cedants 7,835,859 3.0% 5,698,774 23% 2,137,086 07%
Financial investments 249,948,775 95.7% 242,633,203 98.7 % 7,315,572 -2.9%
Investment property 3,122,076 12% 2999742 1.2% 122,335 0.0%
Cash and cash equivalents 7989,819 31% 285950 01% 7,703,868 29%
Total financial investments 261,060,670 100.0% 245,918,895 100.0 % 15,141,775 0.0%

*

The value of financial investments exposed to market risk
rose by € 15.1 million in 2016 compared to year-end 2015.
The increase is discussed in the business report section
21.2.10.

245311 Interest rate risk

Interest rate risk is the risk that the Company will suffer a
loss as a result of fluctuations in interest rates, resulting in
a decrease in the value of assets or an increase in liabilities.
Given that according to the prescribed methodology for the
calculation of technical provisions for the purpose of finan-

In 2015 corporate bonds do not include government guaranteed corporate bonds (€ 9.1 million); they were classified as government bonds.

cial statements, Sava Re does not have interest-rate sensi-
tive technical provisions, changes in market interest rates
are only reflected in the value of the investment portfolio.
Interest rate risk is measured through a sensitivity analy-
sis, by observing the change in the value of investments in
bonds if interest rates rise by one percentage point. The an-
alysed investments do not include held-to-maturity bonds
as they are measured at amortised cost for the purpose of
preparing financial statements and thus are not sensitive
to changes in market interest rates. These amount to € 2.1
million.

40 Effective as of 1 January 2016, the Company changed the recording of demand deposits under cash and cash equivalents (in 2015 shown

under the deposit item).
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Results of the sensitivity analysis

31/12/2016
€) +100 bp -100 bp
Type of security Value Post-stress Change in Value Post-stress Change in

value value value value

Government bonds 120,846,089 116,628,711 -4,217,378 120,846,089 125,432,749 4,586,660

Corporate bonds 101,771,648 98,529,323 -3,242,324 101,771,648 105,271,137 3,499,490

Total 222,617,736 215,158,034 -7,459,702 222,617,736 230,703,886 8,086,150
Effect on equity -7,459,702 8,086,150
Effect on the income statement 0 0

31/12/2015*

€) +100 bp -100 bp

Type of security Value Post-stress Change in Value Post-stress Change in

value value value value

Government bonds 109,169,525 106,465,797 -2,703,729 109,169,525 111,989,651 2,820,125

Corporate bonds 102964235 100,450,264 -2,513.971 102,964,235 105,591,119 2,626,884

Total 212,133,761 206,916,061 -5,217,699 212,133,760 217,580,770 5,447,009
Effect on equity -5,205,039 5,441,837
Effect on the income statement -12,660 5172

*

In 2015 corporate bonds did not include government guaranteed corporate bonds (€ 7.0 million); these are classified as government bonds,

which is why the values given differ from those published in the 2015 annual report.

The sensitivity analysis showed that in case of an increase
in interest rates, the value of bonds included in the analysis
would decrease by € 7.5 million (31/12/2015: € 5.2 million) or
3.4 % (31/12/2015: 2.5 %).

Based on the results of the sensitivity analysis, the interest
rate risk slightly increased compared to 2015.

245312. Equity risk

Equity risk is the risk that the value of investments will de-
crease due to fluctuations in equity markets.

Equity risk is measured by Sava Re through a stress test sce-
nario assuming a 10- and 20-percent drop in equity prices.

Sensitivity assessment of investments to equity risk

Equity risk affects equities, equity mutual funds and mixed
mutual funds (in stress tests, we include half of the amount).
Investments in subsidiaries are excluded from stress tests
as the Company assesses their value in accordance with the
policy described in section 24.2.12 “Financial investments in
subsidiaries and associates”. At year-end 2016, investments
in subsidiaries totalled € 191.6 million (31/12/2015: € 208.2
million). Sava Re maintains and increases the value of its in-
vestments in subsidiaries through active management.

As at 31 December 2016, equity securities accounted for
4.7 % of the investment portfolio, 1.1 percentage points less
thanin 2015.

€) 31/12/2016 31/12/2015
Value decrease Value Post-stress Change in Value Post-stress Change in

value value value value
by -10 % 11,389,772 10,250,795 1,138,977 13,486,328 12,137,695 -1,348,633
by -20 % 11,389,772 9,111,818 -2,277954 13,486,328 10,789,062 -2,697,266

To assess the Group’s sensitivity of investments to equity
risk, we assume a 10 % drop in the value of all equity securi-
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ties, which would have resulted in a decrease in the value of
investments of € 1.1 million (31/12/2015: € 1.3 million).
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Unlike the bond portfolio, which moves inversely to interest
rates, the value of equities and mutual funds changes linear-
ly with stock prices. Thus, a 20 % fall in equity prices would
reduce the value of investments by € 2.3 million.

The exposure to equity risk declined in 2016.

Sensitivity assessment of investments to equity risk

245313. Property risk

The exposure to property risk is monitored through a stress
test assuming a 25 % drop in prices. The basis for the calcu-
lation is the balance of investment property.

©) 31/12/2016 31/12/2015
Value decrease Value Post-stress Change in Value Post-stress Change in

value value value value
by -25% 3,122,076 2,341,557 -780,519 2,999,742 2,249,806 -749935

A 25 % drop in property prices would decreased the val-
ue of investments as at 31 December 2016 by € 0.8 million
(31/12/2015: € 0.7 million).

The risk increased marginally compared to year-end 2015.

245314. Currency risk

Currency risk is the risk that changes in exchange rates will
decrease foreign investments or increase liabilities denomi-
nated in foreign currencies.

As at 31 December 2016, the Company’s liabilities denomi-
nated in foreign currencies accounted for 16.7 % of its total
liabilities. As the proportion of international business is ris-
ing (and so is the number of different currencies), Sava Re
has put in place currency matching policies. It took meas-
ures for the matching of assets and liabilities in foreign cur-
rencies aimed at decreasing currency risk.

Under the adopted currency matching policy, matching ac-
tivities in respect of any accounting currency“'are to start as
soon as the currency mismatch with that currency exceeds
€ 2 million. If the financial market allows for the purchase
and settlement of investments in the accounting currency,
the Company starts investing in the accounting currency
of the liability. If the financial market does not allow for the
purchase and settlement of investments in the accounting
currency and the transaction currency*? is a global curren-
cy, the currency mismatch may be reduced through place-
ments in the transaction currency. This requires a correla-
tion between the accounting currency and the transaction
currency of at least 90 %. The correlation is the average of a
one-, two-, three-, four- and five-year correlation between
the accounting currency and the transaction currency cal-
culated at the end of each quarter of the current year.

Measurement of currency risk

The Company uses a stochastic analysis to measure curren-
cy risk and to predict the average surplus funds as well as
the 5th percentile of surplus funds after one year from the
risk valuation date.

Based on exchange rates to which Sava Re has been exposed
to over the past six years and the corresponding euro equiv-
alent surpluses of assets and liabilities as at 31 December
2016, we made a stochastic analysis that projected that, as-
suming an unaltered currency structure, after one year the
average surplus of assets over liabilities would be € 0.2 mil-
lion (31/12/2015: € 0.8 million), but with a 5-percent prob-
ability that the deficit of assets would exceed € 0.6 million
(31/12/2015: € 3.4 million).

Currency mismatch of assets and liabilities is monitored by
individual accounting currency. The following table includes
the currency mismatch for the five currencies that account
for the largest share of liabilities.

41 The accounting currency is the local currency used in the accounting documentation. Reinsurance contracts may be accounted for in
various accounting currencies. Generally, this is the currency of liabilities and receivables due from cedants, and hence also the reinsurer.
42 The transaction currency is the currency in which reinsurance contract transactions are processed.
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Currency (mis)match as at 31 December 2016 (all amounts translated to euro)

Currency

% of matched
2016 Assets Liabilities Mismatch liabilities
Euro (€) 478,755,305 472,780,085
Foreign currencies 89,392,458 95,367,680 19,625,899 93.7
US dollar (USD)* 39,073,698 38,108,473 965,225 102.5
US dollar (USD) 35,945,392 29,739,019 6,206,373 1209
Korean won (KRW) 13,406,991 13,287,940 119,051 1009
Indian rupee (INR). 719,812 6,619,897 499915 107.6
Taka (BDT) 2,409,710 5,612,845 3,203,135 429
Chinese yuan (CNY) 709,309 7,343,230 233920 96.8
Other 23,401,244 32,764,749 9,363,505 71.4
Total 568,147,764 568,147,764
% of currency matched liabilities 96.5%

* This takes into account all accounting currencies (AED, ANG, BDT, BSD, GTQ, HKD, KWD, MVR, OMR, PKR, QAR, SAR, XCD, VND) corre-

lated with the USD transaction currency.

Currency (mis)match as at 31 December 2015 (all amounts translated to euro)

Currency

% of matched
2015 Assets Liabilities Mismatch liabilities
Euro (€) 458,352,974 451,433,270
Foreign currencies 12,533,736 119,453,440 24,210,485 94.2
US dollar (USD)* 46,377,315 42,589,395 3,787920 1089
US dollar (USD) 43,593,750 34,948,360 8,645,390 1247
Korean won (KRW) 18,390,624 19,152,860 762,236 96.0
Chinese yuan (CNY) 8,876,770 9,884,339 1,007,569 89.8
Indian rupee (INR). 6,507,058 6,550,900 43,842 99.3
Taka (BDT) 2,403,781 4,696,390 2,292,609 51.2
Other 32,761,753 44,220,591 11,458,838 741
Total 570,886,710 570,886,710
% of currency matched liabilities 95.8%

* This takes into account all accounting currencies (AED, ANG, BDT, BSD, GTQ, HKD, KWD, MVR, OMR, PKR, QAR, SAR, XCD, VND) corre-

lated with the USD transaction currency.

The Company has set itself the target of matching assets
and liabilities at least 90 %. In 2016 assets and liabilities were
matched 96.5 % (2015: 95.8 %), which indicates high quality
of currency risk management.

Since many accounting currencies are at least 90 % corre-
lated to the US dollar, the surplus of assets over liabilities in
US dollars is reduced to €1.0 million (from € 6.2 million). This
would further increase the currency matching percentage
to 98.9 % (2015: 97.6 %).
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Effect of exchange differences on the income statement
A currency mismatch also affects profit or loss through ac-
counting for exchange rate differences due to the impact
of exchange rate changes on various statement of financial
position items.

When assets and liabilities are 100 % matched in terms of
foreign currencies, changes in foreign exchange rates have
no impact on profit or loss. This is because any change in the
value of assets denominated in a foreign currency as a re-
sult of a change in the exchange rate is offset by the change
in the value of liabilities denominated in that foreign cur-
rency. As Sava Re’s assets and liabilities are not 100 % cur-
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rency matched, changes in exchange rates do affect profit
or loss. The following table shows the impact of exchange
differences.

Effect of exchange differences on the income statement

Statement of financial position item Exchange differences
Euro (€) 31/12/2016 31/12/2015
Investments 1,360,875 3,227,501
Technical provisions and deferred -1,571,251 -3,635,776
commissions

Receivables and liabilities -260,125 230,791
Total effect on the income statement -470,502 177,485

We estimate that currency risk did not change significantly
in 2016 compared to 2015. In 2016 the Company continued
active currency matching of assets and liabilities both di-
rectly through accounting currencies and indirectly through
transaction currencies.

24.53.2. Liquidity risk

Liquidity risk is the risk that because of unexpected or un-
expectedly high obligations, the Company will suffer a loss
when ensuring liquid assets.

Investments as per ECB methodology

Class of ECB-eligible funds

The Company minimises liquidity risk through ensuring
funds in the amount of the estimated liquidity requirement.
This comprises estimated ordinary current liquidity needs
and liquidity reserves, which are ensured through the allo-
cation of funds in money market instruments and through
setting minimum percentages of portfolios that must be
invested in highly liquid assets readily available to provide
liquidity in case of emergency needs.

The normal current liquidity assessment is made based on
the projected cash flow analysis in the period of up to one
year included in the monthly and weekly plans that take into
account the planned investment maturity dynamics as well
as other inflows and outflows from operating activities. To
this end, the Company uses historical data from previous
monthly and weekly liquidity plans and projections regard-
ing future operations. The liquidity reserve is calculated on
the basis of an assessment of the maximum weekly outflows
based on historical data.

In accordance with its liquidity risk management policy, the
Company oversees the liquidity quality of its securities clas-
sified in line with the ECB methodology. The investment
portfolio must include as a minimum 15 % of securities of
the liquidity class L1A. As shown in the table below, L1A se-
curities exceeded the minimum 15 %.

Value of Value after
31/12/2016 investments Deduction deduction
L1A 71,228,753 2,738,851 68,489,903
LB 15,013,414 354,868 14,658,546
L1cC 46,356,185 3,504,593 42,851,592
L1D 18,557,171 2,943,382 15,613,788
Not classed 73,537,025 32,723976 40,813,049
Total 224,692,548 42,265,670 182,426,878

Exposure to liquidity risk is also measured by maturi-
ty-matching of assets and liabilities. The table below shows
the value of financial investments by year based on undis-
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counted cash flows, while the value of technical provisions
is shown by year and expected maturity based on triangular
development.
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Maturity profile of financial assets and liabilities

Carrying

amount as at Total
©) 31/12/2016 Callable Up to 1year 1-5years  Over5years  No maturity 31/12/2016
Financial investments 249,948,775 53,433,668 139,072,800 54,491,508 12,186,812 259,184,788
- at fair value through profit 1,287,411 0 0 0 0 1,287,411 1,287,411
or loss
- held to maturity 2,074,813 0 102,500 410,000 2,512,500 0 3,025,000
- loans and deposits 13,069,414 0 10,160,970 3,376,419 857,299 0 14,394,688
- available-for-sale 233,517,137 0 43170198 135,286,381 51,121,709 10,899,402 240,477,689
Reinsurers’ share of technical 18,203,912 0 7,467,400 5,293,796 5,442,715 0 18,203,912
provisions
Cash and cash equivalents 7,989,819 6,930,776 1,059,043 0 0 0 7,989,819
TOTAL ASSETS 276,142,505 6,930,776 61,960,111 144,366,596 59,934,223 12,186,812 285,378,518
Subordinated liabilities 23,570,771 0 23,570,771 0 0 0 23,570,771
Technical provisions 226,207,479 0 93,201,727 65,580,454 67,425,297 0 226,207478
TOTAL LIABILITIES 249,778,249 0 116,772,498 65,580,454 67,425,297 0 249,778,249
Difference (assets - liabilities) 26,364,256 6,930,776  -54,812,387 78,786,142 -7,491,074 12,186,812 35,600,268

Carrying

amount as at Total
©) 31/12/2015 Callable Up to 1year 1-5years Over5Syears  No maturity 31/12/2015
Financial investments 242,633,203 908,109 68,891,773 133,298,937 35,170,665 14,968,183 253,237,666
- at fair value through profit 3,128,241 0 1,736,880 0 0 1,396,185 3,133,065
or loss
- held to maturity 2,074,258 0 102,500 410,000 2,615,000 0 3,127,500
- loans and deposits 13,457,000 908,109 8,813,621 2,722,787 2,472,399 0 14,916,915
- available-for-sale 223973,704 0 58,238,772 130,166,151 30,083,266 13,571997 232,060,186
Rein‘sqrers’ share of technical 16,026,358 0 5,846,883 5,494,991 4,684,484 0 16,026,358
provisions
Cash and cash equivalents 285,950 0 285,950 0 0 0 285,950
TOTAL ASSETS 258,945,511 908,109 75,024,606 138,793,928 39,855,149 14,968,183 269,549,974
Subordinated liabilities 23,534,136 0 11,767,068 1,767,068 0 0 23,534,136
Technical provisions 220,901954 0 80,872,847 75,589,234 64,439,873 0 220901954
TOTAL LIABILITIES 244,436,090 0 92,639,915 87,356,302 64,439,873 0 244,436,090
Difference (assets - liabilities) 14,509,421 908,109 -17,615,309 51,437,626  -24,584,724 14,968,183 25,113,884

Liquidity requirements are met by allocating funds to mon-
ey market instruments in the percentage consistent with
the estimated normal current liquidity requirement. In this
regard, the Company maintains a liquidity buffer of highly
liquid assets accounting for at least 15 % of its investment
portfolio. Highly liquid assets are intended to provide liquid-
ity to meet any extraordinary liquidity requirements and are
available on an ongoing basis.

An additional liquidity cushion is provided by a credit line of
€10 million arranged by the Company with two commercial
banks, also for the purpose of covering the liquidity needs
of its Group members. The Company has in its books € 86.2
million of investments assessed as highly liquid by the ECB
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(first two categories under ECB methodology for assessing
the liquidity of investments).

In terms of the Company’s liquidity, it is also very important
that gross technical provisions and reserves are covered by
the liability fund.

The Company’s liquidity also depends on the average matu-
rity of assets and liabilities. The average maturity of bonds
and deposits of the liability fund was 3.49 years at year-end
2016 (31/12/2015: 2.51 years), while the expected maturity of
liabilities was 4.01 years (31/12/2015: 3.86 years).

Based on the proportion of liquid assets and the level of as-
set and liability matching, we assess that liquidity risk is well
managed.

FINANCIAL STATEMENTS WITH NOTES



2453.3. Credit risk

Credit risk is the risk that issuers or other counterparties will
fail to meet their obligations to the Company.

Assets exposed to credit risk include fixed-income financial
investments (deposit investments, bonds, deposits with ce-
dants, and cash and cash equivalents), receivables due from
reinsurers and other receivables.

Exposure to credit risk

) 31/12/2016  31/12/2015*
Type of asset Amount Amount
Fixed-income investments 242,916,828 225,116,016
Debt instruments 227091150 219,131,292
Deposits with cedants 7,835,859 5,698,774
Cash and cash equivalents 7989,819 285,950
Receivables due from reinsurers 21,656,024 20,028,888
Reinsurers’ share of technical 18,203,912 16,026,358
provisions

Receivables for shares in claims 3,45212 4,002,530
payments

Other receivables 76,384,515 78,789,599
Receivables arising out of primary 75,715,787 77,744,651
insurance business

Receivables arising out of co- 435,652 705,825
insurance and reinsurance business

(excluding receivables for shares in

claims)

Current tax assets 60,938 55,518
Other receivables 172,138 283,605
Total exposure 340,957,367 323,934,503

*

The total exposure as at 31 December 2015 differs from the one
disclosed in the 2015 annual report due to the inclusion of cash
and cash equivalents in fixed-income investments. (Loans grant-
ed are not included in the calculation of exposure to credit risk.)

Fixed-income investments by issuer credit rating

Credit risk due to issuer default
Credit risk for investments is estimated based on two
factors:
credit ratings used in determining credit risk for fixed-in-
come investments® and cash assets®;
performance indicators for other investments.

Below we set out an estimation of credit risk for fixed-in-
come investments (included are debt securities, bank de-
posits, cash and cash equivalents,and deposits with cedants).

€) 31/12/2016 31/12/2015*

Change
Rated by S&P/Moody’s Amount  As % of total Amount As % of total As % of total
AAA/Aaa 83,095,870 34.2% 77,353,316 34.4% -0.2 p.p.
AA/Aa 37,089,276 15.3 % 34,821,557 15.5% -0.2 p.p.
AIA 67,743,311 279 % 37,506,767 16.7 % 1.2 p.p.
BBB/Baa 29,257,378 12.0% 51,435,605 22.8% -10.8 p.p.
Less than BBB/Baa 9,634,140 4.0% 10,398,757 46% -0.7 p.p.
Not rated 16,096,853 6.6 % 13,600,014 6.0 % 0.6 p.p.
Total 242,916,828 100.0 % 225,116,016 100.0 %

*

ments differs from the one published in the 2015 annual report.

Fixed-income investments as at 31 December 2015 also include cash and cash equivalents, which is why the value of fixed-income invest-

43 This includes bonds, corporate bonds, deposits and deposits with cedants.

44 This includes cash and demand deposits.
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Fixed-incomeinvestments rated A or better at 31 December
2016 accounted for 77.4 %, an increase of 10.8 percentage
points over 2015. The improved credit profile compared to
year-end 2015 is primarily as a result of (re)investments in
higher grade securities.

The largest structural shift was from the BBB/Baa class to
the A/A class, largely as a result of the changes in the sov-
ereign rating of the Republic of Slovenia: rating agencies
Standard & Poor’s and Fitch upgraded the ratings on the
Republic of Slovenia to A and A- respectively.

Diversification of financial investments by region

Sava Re mitigates credit risk with other investments through
a high degree of diversification and by investing in liquid
securities.

Credit risk due to issuer default includes concentration risk
representing the risk of excessive concentration in a geo-
graphic area, economic sector or issuer.

The Company’s investment portfolio is reasonably diver-
sified in accordance with the Slovenian Insurance Act and
the Company’s internal rules in order to avoid large concen-
tration of a certain type of investment, large concentration
with any counterparty or economic sector or other poten-
tial forms of concentration.

€) 31/12/2016 31/12/2015

Change
Region Amount  As % of total Amount As % of total As % of total
Slovenia 62,820,061 240 % 63,504,972 258% -1.8 p.p.
EU members 138,764,117 53.2% 123,071,267 50.0 % 3.1p.p.
Non-EU members 10,749,824 41% 11,837,138 48% -0.7 p.p.
Russia and Asia 18,251,368 70% 17,822,752 72 % -0.3p.p.
Africa and the Middle East 2,619,479 1.0% 1,813,076 0.7% 0.3 p.p.
America and Australia 27,855,822 10.7 % 27,869,690 1.3% -0.7 p.p.
Total 261,060,670 100.0% 245,918,895 100.0 %

*

from the data published in the 2015 annual report.

Financial investments (financial investments, investment
property, and cash and cash equivalents) have the largest
regional exposure to the EU Member States (31/12/2016:
53.2 %, 31/12/2015: 50.1 %), with exposure spread between

Exposure to Slovenia by asset type

The 2015 figures also included investment property and cash and cash equivalents, which is why the figures for Slovenia and the total differ

25 countries. The second largest exposure is to Slovenian-
basedissuers (31/12/2016: 241 %: 31/12/2015: 259 %). The ex-
posure to other regions remained broadly flat year-on-year.

€) 31/12/2016 31/12/2015*

Change
Type of investment Amount  As % of total Amount As % of total As % of total
Deposits 742,085 0.3% 2,849,069 12% -09p.p.
Government bonds 35,789,278 137 % 32,288,303 131% 0.6 p.p.
Corporate bonds** 7,525,592 29% 12,953,111 53% 2.4 p.p.
Shares 9,418,063 3.6% 10,498,654 43% -0.7 p.p.
Mutual funds 1,594,081 0.6% 1,631,125 0.7% -01p.p.
Cash and cash equivalents™* 4,628,886 1.8% 284968 01% 1.7 p.p.
Investment property 3,122,076 12% 2,999,742 1.2% 0.0 p.p.
Sum total 62,820,061 241 % 63,504,972 25.8 % -1.8 p.p.

*

published in the 2015 annual report.

*%

bonds.

Data as at 31 December 2015 also include cash and cash equivalents, and investment property, which is why figures differ from those

In 2015 corporate bonds did not include government guaranteed corporate bonds (€ 2.0 million); they were classified as government

*** The value of cash and cash equivalents as at 31 December 2016 differs from the figure in the statement of financial position because € 3.4
million (31/12/2015: € 1 thousand) refers to the EU Member State region.
The % of total is calculated based on the amount of market-risk sensitive investments.
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Diversification of financial investments by industry

€) 31/12/2016 31/12/2015*

Change
Industry Amount  As % of total Amount As % of total As % of total
Banking 53,789,276 20.6 % 53,526,883 218 % 1.2p.p.
Government 122,920,903 471% 103,265,283 42.0% -5.1p.p.
Finance & insurance 30,062,940 1.5% 27,730,156 n.3% -0.2p.p.
Industry 19,010,010 73 % 22,907,231 9.3% 20p.p.
Consumables 12,743,410 49 % 14,980,401 6.1% 1.2p.p.
Utilities 22,534,131 8.6% 23,508,941 9.6 % 09p.p.
Total 261,060,670 100.0 % 245,918,895 100.0 %

*

published in the 2015 annual report.

The Company’s largest exposure in terms of industry as at
31 December 2016 was to governments, albeit with a high
degree of diversification by issuers. Compared with the end
of last year, the diversification by industry has not changed
significantly.

As at 31 December 2016, exposure to the ten largest issu-
ers was € 89.0 million, representing 34.1 % of financial in-
vestments (31/12/2015: € 82.4 million; 32.0 %). The largest
single issuer of securities that Sava Re is exposed to is the
Republic of Slovenia. As at 31 December 2016, it totalled
€ 32.7 million or 12.5 % of financial investments (31/12/2015:
€ 30.3 million; 12.3 %). No other issuer exceeds the 2.7 % of
financial assets threshold.

Based on the above, we estimate that by reducing its re-
gional exposure to Slovenia and additional diversification by
issuer, region and industry, the Company managed its credit

Data as at 31 December 2015 also include cash and cash equivalents, and investment property, which is why figures differ from those

Counterparty default risk

The total exposure to retrocessionaires as at 31 December
2016 was € 21.7 million (31/12/2015: € 20.0 million). Of this,
€ 18.2 million (31/12/2015: € 16.0 million) relate to retro-
ceded gross technical provisions (€ 2.7 million to unearned
premiums and € 15.5 million to provisions for outstanding
claims) and € 3.2 million (31/12/2015: € 4.0 million) to receiv-
ables for reinsurers’ shares in claims.

The total credit risk exposure of the Company arising from
retrocessionaires represented 3.8 % of total assets in 2016
(31/12/2015: 3.5 %). Retrocession programmes are mostly
placed with first-class reinsurers with an appropriate credit
rating (at least A- according to Standard & Poor’s for long-
term business, and at least BBB+ for short-term business).
We consider this risk as low, particularly as the investment
portfolio is adequately diversified. See details in the follow-

risk well in 2016, and reduced it compared to 2015. ing table.

Receivables due from reinsurers by reinsurer credit rating

€) 31/12/2016 31/12/2015
Rated by S&P / A.M. Best Amount As % of total Amount As % of total
AAA/A++ 1122148 52% 1,025,134 51%
AA/A+ 8,248,329 381% 5,197,443 259 %
Al(Aor A-) 8,789,152 40.6 % 9,029912 451 %
BBB/(B++ or B+) 566,101 2.6% 527945 2.6%
Less than BBB / less than B+ 625,970 29% 404,190 20%
Not rated 2,304,323 10.6 % 3,844,264 192 %
Total 21,656,023 100.0% 20,028,888 100.0 %

The tables below show the receivables ageing analysis, in-
cluding the above-mentioned receivables for reinsurers’
shares in claims.
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Receivables ageing analysis

€)
Past dueup to  Past due more
31/12/2016 Not past due 180 days than 180 days Total
Receivables for premiums arising out of reinsurance assumed 62,789,076 10,072,536 2,854,175 75,715,787
Receivables for reinsurers’ shares in claims 2,283,318 605,855 562,939 3,45212
Receivables for commission 415197 20,454 0 435,652
Receivables arising out of co-insurance and reinsurance business 65,487,591 10,698,845 3,417,114 79,603,551
Short-term receivables arising out of financing 14172 30,995 15,771 60,938
Other short-term receivables 147163 2,646 22,329 172,138
Other receivables 161,334 33,641 38,101 233,076
Total 65,648,925 10,732,486 3,455,214 79,836,627
€)
Past dueup to Past due more

31/12/2015 Not past due 180 days  than 180 days Total
Receivables for premiums arising out of reinsurance assumed 64,379115 9,807918 3,557,618 77,744,651
Receivables for reinsurers’ shares in claims 3,010,675 361,161 630,694 4,002,530
Receivables for commission 635,156 57,320 13,349 705,825
Receivables arising out of co-insurance and reinsurance business 68,024,946 10,226,399 4,201,661 82,453,006
Current tax assets 1,633,620 0 0 1,633,620
Short-term receivables arising out of financing 55,518 0 0 55,518
Other short-term receivables 283,605 0 0 283,605
Other receivables 339,123 0 0 339,123
Total 69,997,689 10,226,399 4,201,661 84,425,749

The Company assessed its receivables for impairment.
Allowances were established for receivables that needed to
be impaired. Receivables are discussed in greater detail in
note 8.

24.5.4. Operational risk

Operational risk is the risk of loss arising from inadequate
or failed internal processes, personnel or systems, or from
external events.

For effective management of operational risk, the Company
has established processes for identifying, measuring, mon-
itoring, managing and reporting of such risks. Operational
risk management processes are defined in the operational
risk management policy.

|dentification of operational risk is carried out regularly and
in all organisational units of the Company, especially after
new regulatory requirements become effective, upon the
introduction of new products, changes in operations and
the transformation of other internal and external factors
that could affect the level of operational risk. Each risk is
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assigned a risk owner, who is responsible for regular mon-
itoring and reporting. The risk management department
regularly informs the risk management committee and the
management board of any new risks. The risk management
department and risk management committee may propose
measures for managing individual risks.

Sava Re measures (assesses) operational risks primarily in
terms of qualitative assessment of the probability and finan-
cial impact of risks listed in the risk register and through sce-
nario analysis. The Company makes regular risk assessments
to obtain insight into the level of its exposure to operation-
al risk. The risk management service regularly monitors the
identified risks and their assessed levels, regularly reporting
qualitative risk assessment results to the risk management
committee and the management board.

At least annually, Sava Re calculates its capital requirements
for operational risk using the Solvency Il standard formula.
This calculation of operational risk, however, has only limit-
ed practical value as the formula is not based on the actual
exposure of the Company to operational risk, but on an ap-
proximation calculated mainly based on consolidated pre-
miums, provisions and expenses.
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To manage operational risk, the Company has in place an ef-
fective internal control system and a business process man-
agement system.
Operational risk generally arises together with other risks
(e.g. underwriting risk, market risk), having a tendency to
compound them. Inconsistencies in the underwriting pro-
cess, for example, may significantly increase underwriting
risks.
The chief operational risk management measures imple-
mented by the Company are:
maintaining an effective business processes manage-
ment system and system of internal controls;
awareness-raising and training of all staff on their role in
the implementation of the internal control system and
management of operational risks;
implementing security policies regarding information
security;
having in place a business continuity plan for all critical
processes in order to minimise the risk of unprepared-
ness for incidents and external events and any resulting
business interruption;
having in place IT-supported processes and controls in
the key areas of business of the Company;
internal audit reviews.

Operational risk categories are not among the most im-
portant risk types that Sava Re is exposed to. Nevertheless,
some of them are quite important, such as:

risk of inside information leakage,

risk of internal and external fraud,

risk of loss of key, professional and high-potential staff,

risk of physical loss of assets due

to natural disaster or fire,

risk of loss or failure of computer or

telecommunication system,

risks associated with transactions,

execution and maintenance,

risk of incorrect data input and

inadequate documentation,

risks associated with outsourcing,

risk of loss relating to information technology.

It is estimated that in 2016 the exposure to operational risk
has increased due to the entry into force of Solvency Il and
the introduction of a new IT system to support reinsurance
operations.
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24.5.5. Strategicrisks

Strategic risk is the risk of an unexpected decrease in the
Company’s value due to the adverse effects of manage-
ment decisions, changes in business and legal environment
and market developments. Such adverse events could im-
pact the Company’s income and capital adequacy.
The Company is exposed to a variety of internal and exter-
nal strategic risks. The main strategic risks include as below:

regulatory risk,

reputation risk,

project risk,

impact of market and economic conditions,

competitor risk.

Such risks are identified by the Company’s individual organi-
sational units, the management board, the risk management
committee and the risk management function.

Strategic risks are by their nature very diverse, they are dif-
ficult to quantify and are heavily dependent on diverse (ex-
ternal) factors.

Strategic risks are not included in the calculation of the sol-
vency capital requirement in accordance with the Solvency I
standard formula. Therefore, strategic risks are assessed
qualitatively by assessing the frequency and potential finan-
cial impact of each event. In addition, key strategic risks are
evaluated using qualitative analysis of various scenarios (also
as part of the own risk and solvency assessment). Based on
both analyses combined, an overview is obtained of the ex-
tent and change in the exposure to this type of risk.
Strategic risks are managed mainly through prevention;
individual strategic risks are mitigated through preventive
measures. Strategic risks are also managed through on-go-
ing monitoring of the realisation of the Company’s short-
and long-term goals, by monitoring regulatory changes and
market development.

2455]. Reputation risk

The Company is aware that reputation is important for re-
alising its business goals and achieving its strategic plans in
the long term. Therefore, the risk strategy identifies repu-
tation risk as one of the Company’s key risks. The Company
must constantly seek to minimise the probability of actions
that could have a major impact on its reputation. In addition,
the Company implements activities that mitigate reputation
risk, such as: setting up fit & proper procedures for staff in
key positions, a systematic functioning of the compliance
function, business continuity plan, stress tests and scenar-
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ios, and planning appropriate activities and responses to
events.

2455.2. Regulatory risk

The Company manages and mitigates regulatory risk
through ongoing monitoring of legal changes and assess-
ing such potential effects on operations in the short and
longer term. In accordance with statutory regulations, the
Company has established a compliance function to moni-
tor and assesses the adequacy and effectiveness of regular
procedures and measures taken to remedy any deficiencies
in the Company’s compliance with the law and regarding
other commitments.

We estimate that in 2016, Sava Re’s exposure to strategic
risks has somewhat increased because of the enforcement
of new Solvency Il legislation.

24.6. Notes to the financial statements —
statement of financial position
1) Intangible assets

Movement in cost and accumulated amortisation/impairment losses of intangible assets

Other

intangible
©) Software assets Total
COST
Balance as at 01/01/2016 11711 12,159 1,183,270
Additions 260,188 27,526 287,714
Balance as at 31/12/2016 1,431,299 39,685 1,470,984
ACCUMULATED AMORTISATION
Balance as at 01/01/2016 516,780 0 516,780
Additions 121,637 0 121,637
Balance as at 31/12/2016 638,417 0 638,417
Carrying amount as at 01/01/2016 654,331 12,159 666,490
Carrying amount as at 31/12/2016 792,883 39,685 832,567

Other

intangible
€) Software assets Total
COST
Balance as at 01/01/2015 887,369 8,862 896,231
Additions 283,742 3,297 287,039
Balance as at 31/12/2015 117101 12,159 1,183,270
ACCUMULATED AMORTISATION
Balance as at 01/01/2015 428,808 0 428,808
Additions 87972 0 87972
Balance as at 31/12/2015 516,780 0 516,780
Carrying amount as at 01/01/2015 458,561 8,862 467,423
Carrying amount as at 31/12/2015 654,331 12,159 666,490
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2) Property and equipment

Movement in cost and accumulated depreciation/impairment losses of property and equipment assets

Other

property and
€) Land Buildings Equipment equipment Total
COST
Balance as at 01/01/2016 146,616 2,285900 1,464,770 126,552 4,023,839
Additions 3,260 5,305,547 347,741 0 5,656,548
Disposals 0 0 -253,322 -34,296 -287,618
Balance as at 31/12/2016 149,876 7,591,448 1,559,190 92,256 9,392,770
ACCUMULATED DEPRECIATION
Balance as at 01/01/2016 0 573,263 951,117 4416 1,568,496
Additions 0 39,330 187,03 6,905 233,337
Disposals 0 0 -158,220 -4,046 -162,266
Balance as at 31/12/2016 0 612,593 980,000 46,975 1,639,568
Carrying amount as at 01/01/2016 146,616 1,712,638 513,653 82,436 2,455,344
Carrying amount as at 31/12/2016 149,876 6,978,856 579,190 45,281 7,753,202

The increase in property and equipment assets was mainly  dened by a mortgage, the purchase price has not been fully

due to the acquisition of a property at Baragova 5 in the  settled.

amount of € 5.3 million, which as at 31 December 2016 was ~ Property and equipment assets have not been acquired un-

classified as property for own use in the course of acqui-  der financial lease arrangements.

sition. The property is not unencumbered; as it is still bur-  The fair values of land and buildings are disclosed in note 23
“Fair values of assets and liabilities”.

Other
property and
€) Land Buildings Equipment equipment Total
COST
Balance as at 01/01/2015 146,616 2,285900 1,369,753 84,291 3,886,561
Additions 0 0 181,569 42,261 223,830
Disposals 0 0 -86,552 0 -86,552
Balance as at 31/12/2015 146,616 2,285900 1,464,770 126,552 4,023,839
ACCUMULATED DEPRECIATION
Balance as at 01/01/2015 0 543,546 837,641 42,561 1,423,748
Additions 0 29,717 169953 1,555 201,225
Disposals 0 0 -56,477 0 -56,477
Balance as at 31/12/2015 0 573,263 95117 44116 1,568,496
Carrying amount as at 01/01/2015 146,616 1,742,355 532,112 41,730 2,462,814
Carrying amount as at 31/12/2015 146,616 1,712,638 513,653 82,436 2,455,343
3) Deferred tax assets and liabilities
€) 31/12/2016 31/12/2015
Deferred tax assets 1,373,436 2,285,448
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Recognised in

Recognised in

©) 01/01/2016 the IS the SCI 31/12/2016
Long-term financial investments 2,247,334 -779,612 -27240 1,195,582
Short-term operating receivables 181,834 40,621 0 222,455
Provisions for jubilee benefits and severance pay (retirement) 39,840 -8,400 0 31,440
Other 183,560 11,312 -3,794 -76,041
Total 2,285,448 -636,080 -275,934 1,373,436
Recognisedin  Recognised in
©) 01/01/2015 the IS the SCI 31/12/2015
Long-term financial investments 980,502 990,142 276,690 2,247334
Short-term operating receivables 208,402 -26,568 0 181,834
Provisions for jubilee benefits and severance pay (retirement) 35979 3,861 0 39,840
Other -184,290 0 730 -183,560
Total 1,040,593 967,435 277,420 2,285,448

In 2016 deferred tax assets were subject to a change in the tax rate from 17 % to 19 %, in the amount of € 121,484.

4) Investment property

Movement in cost and accumulated depreciation of investment property

©) Land Buildings Total
COST

Balance as at 01/01/2016 10,027 3,023,753 3,033,780
Additions 0 213,000 213,000
Disposal -4,217 -36,322 -40,539
Balance as at 31/12/2016 5,810 3,200,431 3,206,241
ACCUMULATED DEPRECIATION

Balance as at 01/01/2016 0 34,038 34,038
Additions 0 59,315 59,315
Disposal 0 -90188 -9188
Balance as at 31/12/2016 0 84,165 84,165
Carrying amount as at 01/01/2016 10,027 2,989,715 2,999,742
Carrying amount as at 31/12/2016 5,810 3,116,266 3,122,076
©) Land Buildings Total
COST

Balance as at 01/01/2015 10,027 137,713 147740
Disposal 0 2,886,040 2,886,040
Balance as at 31/12/2015 10,027 3,023,753 3,033,780
ACCUMULATED DEPRECIATION

Balance as at 01/01/2015 0 32,248 32,248
Additions 0 1,790 1,790
Balance as at 31/12/2015 0 34,038 34,038
Carrying amount as at 01/01/2015 10,027 105,465 115,492
Carrying amount as at 31/12/2015 10,027 2,989,715 2,999,742
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Investment property assets comprise offices in the
Bezigrajski dvor building at Dunajska 56 in Ljubljana, which
the Company has leased out for an indefinite period of time.
At the end of 2015, the Company purchased part of a build-
ing at Tivolska 48, which was offered for long-term rent.

All investment property assets vyield rent. In 2016 the
Company realised income of € 131,245 from investment
properties leased out, of which € 11152 was paid by subsidi-
aries and associates and € 120,093 by third parties. In 2015,

the income from associated companies totalled € 14,233.
Maintenance costs associated with investment property are
either included in rent or charged to the lessees in a pro-
portionate amount. These recovered costs amounted to
€ 24,797 in 2016 (2015: € 4,404).

The investment properties are unencumbered by any
third-party rights.

The fair values of investment property are disclosed in note
23 “Fair values of assets and liabilities”.

5) Financial investments in subsidiaries and associates

Financial investments in subsidiaries and associates are recognised at cost in accordance with IAS 27 “Separate Financial

Statements”.

Financial investments in the equity of Group companies

Acquisition/
recapitalisa- Impairment

€ 01/01/2016 tion Merger  Liquidation O] 31/12/2016

Holding Value Value Value Holding Value
Zavarovalnica Sava 100.00 % 0 122,312,446 9974 % 122,312,446
Zavarovalnica 100.00% 94,760,785 -94,760,785 0.00 % 0
Maribor
Zavarovalnica Tilia 100.00 % 13,967,082 0  -13967,082 0.00%
Velebit osiguranje 92.08 % 710,658 2,500 -7113,158 0.00 %
Velebit Zivotno 88.71% 6,467,858 3,580 -6,471,438 0.00%
osiguranje
Sava neZivotno 100.00 % 13,457,144 0 0 0 0 100.00 % 13,457144
osiguranje (SRB)
lllyria 100.00% 13,633,529 -3,315,084 100.00% 10,318,445
Sava osiguruvanje 92.44 % 10,278,898 0 92.44 % 10,278,898
(MKD)
Sava osiguranje 100.00 % 15,373,019 0 0 0 0 100.00 % 15,373,019
(MNE)
lllyria Life 100.00 % 4,035,892 0 0 100.00 % 4,035,892
Sava Zivotno 100.00 % 6,739,639 250,341 -1,015,698 100.00 % 5,974,281
osiguranje (SRB)
Velebit usluge in 100.00 % 12,516,962 0 0  -12,516962 0 0.00% 0
liquidation
lllyria Hospital 100.00 % 1,800,317 0 0 0 0 100.00 % 1,800,317
Moja naloZba 100.00 % 8,089,939 0 0 0 0 100.00 % 8,089,939
Total 208,231,721 256,421 -16  -12,516,962  -4,330,782 191,640,382
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Acquisition/
recapitalisa-  Impairment
€) 01/01/2015 tion O] 31/12/2015
Holding Value Value Value Holding Value
Zavarovalnica Maribor 100.00% 94,760,785 0 0 100.00 % 94,760,785
Zavarovalnica Tilia 100.00 % 13,967,082 0 0 100.00 % 13,967,082
Sava nezivotno osiguranje (SRB) 9999 % 13,694,800 25 -237,681 100.00 % 13,457,144
llyria 100.00 % 16,332,526 0 -2,698,997 100.00% 13,633,529
Sava osiguruvanje (MKD) 9244 % 10,278,898 0 0 92.447% 10,278,898
Sava osiguranje (MNE) 100.00 % 15,373,019 0 0 100.00 % 15,373,019
lllyria Life 100.00 % 4,035,892 0 0 100.00 % 4,035,892
Sava zivotno osiguranje (SRB) 9999 % 5,870,654 1,414,917 -545932 100.00 % 6,739,639
Velebit usluge in liquidation 100.00 % 12,516,962 0 0 100.00 % 12,516,962
lllyria Hospital 100.00 % 1,800,317 0 0 100.00 % 1,800,317
Velebit osiguranje 0 785,784 -75,126 92.08 % 7,110,658
Velebit Zivotno osiguranje 0 7780171 -1,312,313 88.71% 6,467,858
Moja nalozba 20.00 % 1,011,059 7,078,880 100.00 % 8,089,939
Total 189,641,994 23,459,777 -4,870,049 208,231,721

In 2016, the Company liquidated its subsidiary Velebit usluge.  the non-controlling interests in Velebit Zivotno osiguranje
As a result, investments decreased by € 12.5 million and the  and Velebit osiguranje for a total amount of approximately
Company no longer discloses any liabilities relating to the € 6 thousand.

purchase price in the amount of € 12.3 million as detailed  In November 2016, the merger of four of the Group’s

in note 22. The Company recognised impairment losses on  insurers into Zavarovalnica Sava was completed

two investments (lllyria, and Sava Zivotno osiguranje (SRB))  (Zavarovalnice Maribor, Zavarovalnice Tilia, Velebit osigu-

in a total amount of € 4.3 million. The Company purchased  ranje and Velebit Zivotno osiguranje).

6) Financial investments

At fair value

through P/L
€)

Non-derivative
Held-to-ma- Designatedto  Available-for- Loans and

31/12/2016 turity  this category -sale receivables Total
Debt instruments 2,074,813 0 222,617,735 5,233,555 229,926,103
Deposits and CDs 0 0 0 2,398,602 2,398,602
Government bonds 2,074,813 0 113,688,540 0 115,763,353
Corporate bonds 0 0 108,929,195 0 108,929,195
Loans granted 0 0 0 2,834953 2,834953
Equity instruments 0 1,287,411 10,899,402 0 12,186,812
Shares 0 376,807 9,421,508 0 9,798,315
Mutual funds 0 910,604 1,477,893 0 2,388,497
Deposits with cedants 0 0 0 7,835,859 7,835,859
Total 2,074,813 1,287,411 233,517,137 13,069,414 249,948,775
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At fair value
€) through P/L
Non-derivative
Held-to-ma- Designatedto  Available-for- Loans and
31/12/2015 turity  this category -sale receivables Total
Debt instruments 2,074,258 1,732,055 210,401,706 7,758,226 221,966,245
Deposits and CDs 0 0 0 4923,273 4923,273
Government bonds 2,074,258 1,732,055 98,385,421 0 102,191,734
Corporate bonds 0 0 112,016,285 0 112,016,285
Loans granted 0 0 0 2,834953 2,834953
Equity instruments 0 1,396,186 13,571,998 0 14,968,184
Shares 0 464,420 10,428,072 0 10,892,492
Mutual funds 0 931,766 3,143,926 0 4,075,692
Financial investments of reinsurers i.r.o. reinsurance 0 0 0 5,698,774 5,698,774
contracts with cedants
Total 2,074,258 3,128,241 223,973,704 13,457,000 242,633,203

Sava Re held 0.5 % of financial investments that constitute subordinated debt for the issuer (31/12/2015: 0.3 %).

Loans granted to Group companies

€) Type of debt instrument 31/12/2016 31/12/2015
Sava neZivotno osiguranje (SRB) loan 1,300,000 1,300,000
Velebit osiguranje subordinated loan 0 734953
Velebit Zivotno osiguranje subordinated loan 0 800,000
Zavarovalnica Sava subordinated loan 1,534,953 0
Total 2,834,953 2,834,953

In the merger involving Velebit osiguranje and Velebit Zivot-
no osiguranje, Zavarovalnica Sava also assumed the subordi-
nated loans of both companies.

No securities have been pledged as security.

7) Reinsurers’ share of technical provisions
©) 31/12/2016 31/12/2015
From unearned premiums 2,704,461 2,354,396
From provisions for claims 15,499,451 13,671,962
outstanding
Total 18,203,912 16,026,358

The reinsures’ share of unearned premiums mostly moved
in line with retroceded premiums. In 2016 it rose by 14.9 %,
mainly due to the growth of facultative business retroceded
on a proportional basis. The reinsurers’ share, by contrast,
declined, mainly due to the payment of a reinstatement
premium in 2015, which was not necessary in 2016 and re-
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lating to which no unearned premiums are accounted for.
The reinsurers’ share of claims provisions depends on the
movement of large incurred claims, covered by the reinsur-
ance programme, and the schedule of their related claim
payments. In 2016, the reinsurers’ share of the claims provi-
sion increased by 13.4 %, chiefly as a result of a hail event in
Slovenia and a large fire loss in the Group portfolio.

8) Receivables

The majority of not-past-due receivables were receivables
arising out of reinsurance contracts, invoiced in the fourth
quarter of 2016 but to fall due only in 2017.

Receivables arising out of reinsurance contracts are not
specifically secured. As explained in section 24.5.2.3 “Credit
risk”, the Company is not exposed to significant risks as re-
gards these receivables. Receivables were tested for im-
pairment. In 2016, an allowance for impairment of €155,960
was recognised relating to individual receivables arising out
of reinsurance business (2015: € 64,369). The Company did
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not recognise any impairment losses on other receivables in
2016 (2015: €173,406).

Receivables by type

©) 31/12/2016 31/12/2015
Gross amount Allowance Receivables  Gross amount Allowance Receivables
Receivables for premiums arising out of 76,143,581 -427794 75,715,787 78,048,361 -303,710 77,744,651
reinsurance and co-insurance
Receivables for shares in claims payments 3,527116 -75,004 3,452112 4,077,534 -75,004 4,002,530
Receivables for commission 435,652 0 435,652 705,825 0 705,825
Receivables arising out of co-insurance 80,106,348 -502,798 79,603,551 82,831,720 -378,714 82,453,006
and reinsurance business
Current tax assets 0 0 0 1,633,620 0 1,633,620
Receivables arising out of investments 61,026 -88 60,938 55,606 -88 55,518
Other short-term receivables 681,473 -509,335 172,138 820,662 -537,057 283,605
Other receivables 742,499 -509,424 233,076 876,268 -537,145 339,123
Total 80,848,847 -1,012,222 79,836,627 85,341,608 -915,859 84,425,749

The table gives a receivables ageing analysis. Amounts are net of any allowances.

Receivables ageing analysis

©)
Past dueup to Past due more
31/12/2016 Not past due 180 days than 180 days Total
Receivables for premiums arising out of reinsurance assumed 62,789,076 10,072,536 2,854175 75,715,787
Receivables for reinsurers’ shares in claims 2,283,318 605,855 562,939 3,45212
Receivables for commission 415197 20,454 0 435,652
Receivables arising out of co-insurance and reinsurance business 65,487,591 10,698,845 3,417,114 79,603,551
Short-term receivables arising out of financing 14172 30,995 15,771 60,938
Other short-term receivables 147163 2,646 22,329 172,138
Other receivables 161,334 33,641 38,101 233,076
Total 65,648,925 10,732,486 3,455,214 79,836,627
€)
Past dueup to Past due more

31/12/2015 Not past due 180 days  than 180 days Total
Receivables for premiums arising out of reinsurance assumed 64,379,115 9,807,918 3,557,618 77,744,651
Receivables for reinsurers’ shares in claims 3,010,675 361,161 630,694 4,002,530
Receivables for commission 635,156 57,320 13,349 705,825
Receivables arising out of co-insurance and reinsurance business 68,024,946 10,226,399 4,201,661 82,453,006
Current tax assets 1,633,620 0 0 1,633,620
Short-term receivables arising out of financing 55,518 0 0 55,518
Other short-term receivables 283,605 0 0 283,605
Other receivables 339,123 0 0 339,123
Total 69,997,689 10,226,399 4,201,661 84,425,749

All receivables are current.
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Movement in allowance for receivables

Exchange

©€) 01/01/2016 Additions Reversals differences 31/12/2016
Receivables for premiums arising out of reinsurance -303,710 -155,960 34,291 -2,416 -427.794
assumed

Receivables for reinsurers’ shares in claims -75,004 0 0 0 -75,004
Receivables arising out of co-insurance and reinsurance -378,714 -155,960 34,291 -2,416 -502,798
business

Short-term receivables arising out of financing -88 0 0 0 -88
Other short-term receivables -537,057 0 27722 0 -509,335
Other receivables -537,145 0 27,722 0 -509,423
Total -915,859 -155,960 62,013 -2,416 -1,012,222
€) 01/01/2015 Additions Reversals Write-offs 31/12/2015
Receivables for premiums arising out of reinsurance -537,862 -64,369 198,198 100,323 -303,710
assumed

Receivables for reinsurers’ shares in claims -85,282 0 0 10,278 -75,004
Receivables arising out of co-insurance and reinsurance -623,144 -64,369 198,198 110,601 -378,714
business

Short-term receivables arising out of financing -88 0 0 0 -88
Other short-term receivables -436,284 -173,406 72,633 0 -537,057
Other receivables -436,372 -173,406 72,633 0 -537,145
Total -1,059,516 -237,775 270,831 110,601 -915,859
9) Deferred acquisition costs 10) Other assets and other financial

liabilities
© 3112/2016  3112/2015  Other assets mainly include prepaid licence fees and insur-

Deferred commission from inwards
reinsurance in Slovenia and abroad

6,897,710 10,496,041

This item comprises exclusively commission accounted for
relating to the next financial year recognised taking into
account straight-line amortisation. All deferred acquisition
costs are current. The deferred commissions relating to
the Group’s cedants declined to € 2.7 million at the end of
2016 as a result of the reduction by the amount of the esti-
mated sliding scale commission based on premiums written
and expected incurred loss ratios of proportional treaties,
which would be accounted for if such incurred loss ratios
should realise. The deferred commissions relating to the ex-
tra-group portfolio decreased by € 0.9 million, moving in
line with the decline in unearned premiums of the portfolio.
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ance premiums.
Other financial liabilities include short-term liabilities arising
out of unpaid dividends of Sava Re for 2013, 2014 and 2015.

1) Cash and cash equivalents

As set out in section 24.3 “Changes in accounting policies
and correction of errors”, as of 1 January 2016 the Group
classified demand deposits and deposits with an origi-
nal maturity of up to three months as cash equivalents. At
31 December 2016, demand deposits totalled € 6.9 million.
Had the reallocation been completed as at 31 December
2015, the balance of cash and cash equivalents as at
31 December 2015 would have been higher by € 0.9 million
and would have totalled € 1.2 million.

€) 31/12/2016 31/12/2015
Cash in bank accounts 899,168 209,658
Cash equivalents 7,090,651 76,292
Total 7,989,819 285,950
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12) Share capital

As at 31 December 2016, the Company’s share capital was
divided into 17,219,662 shares (the same as at 31/12/2015).
All shares are ordinary registered shares of the same class.
Their holders are entitled to participate in the Company’s
control and profits (dividends). Each share carries one vote
in general meeting and entitles the bearer to a proportion-
ate share of the dividend payout.

Shares are recorded in the Central Securities Clearing
Corporation (KDD) under the POSR ticker symbol.

As at year-end 2016, the Company’s shareholders’ register
listed 4,308 shareholders (31/12/2015: 4,857 shareholders).
The Company’s shares are listed in the prime market of the
Ljubljana Stock Exchange.

Profit reserves

13) Capital reserves

After successfully completing the recapitalisation in July
2013, the Company increased capital reserves by € 22.2
million. Expenses directly attributable to the initial public
offering of € 0.98 million were deducted from the added
amount. As at 31 December 2016 capital reserves totalled
€ 54.2 million.

14) Profit reserves

Reserves provided for by the articles of association to-
talled € 11.5 million, having reached the statutory prescribed
amount already in 2006, while legal reserves totalled € 3.5
million in 2016 and were also not strengthened in the year.

Distributable/

non-distributa-

€) 31/12/2016 31/12/2015 ble

Legal reserves and reserves provided for by the articles of association 14,986,525 14,986,525 non-

distributable

Reserve for treasury shares 24.938,709 10,319,347 non-

distributable

Credit risk equalisation reserve 0 917,885 non-

distributable

Catastrophe equalisation reserve 10,000,000 10,000,000 non-

distributable

Other profit reserves 97,078,785 87,951,558 distributable
Total 147,004,019 124,175,314

Reserves provided for by the articles of association are
used:
to cover the net loss which cannot be covered (in full)
out of retained earnings and other profit reserves (an
instrument of additional protection of the Company’s
tied-up capital);
to increase the share capital from the Company’s own
funds; and
to regulate the Company’s dividend policy.

In accordance with IFRSs, the catastrophe equalisation re-
serve is shown under profit reserves.

Pursuant to the Insurance Act (ZZavar), the Company es-
tablished credit risk equalisation provisions, which were
classified as profit reserves in accordance with IFRSs. After
the Insurance Act was amended (ZZavar-1), these provisions
or profit reserves were no longer required in 2016. When
these provisions were dismantled, there was an increase in
retained earnings in 2016.
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In line with the Slovenian Companies Act, the Company’s
management board or the supervisory board may, when
approving the annual report, allocate a part of net profit
to other profit reserves, however, up to half of net prof-
it for the period. Based on a management board decision
approved by the supervisory board, profit reserves were
strengthened by € 9.1 million in 2016.

15) Treasury shares

As at 31 December 2016, the Company held 1,721,966 POSR
shares (or 10 % of all shares) worth € 24,938,709.

On 23 April 2014, the 28th general meeting was held, in
which the Company was authorised to buy back own shares
of up to 10 % of the share capital. The authorisation for ac-
quiring up to a total of 1,721966 shares was valid for three
years. Based on this authorisation, the Company bought
back 980,445 shares by year-end 2016.
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16) Fair value reserve
The fair value reserve comprises the change in fair value of
available-for-sale financial assets.

€) 2016 2015
As at 1 January 3,006,703 4,341,739
Change in fair value 1,209,942 -2,723,740
Transfer from fair value reserve to -158,952 1,096,154
the IS due to disposal

Other net profits/losses 0 15,860
Deferred tax -272140 276,691
As at 31 December 3,785,553 3,006,703

* The figure for 2015 differs from the one published in the 2015
annual report because the reserve due to fair value revaluation
of € -42,835 was excluded from the fair value reserve.

The table shows the net change in the fair value reserve,
which is an equity component. The fair value reserve in-
creased in 2016 compared to year-end 2015 due to a fa-
vourable movement of exchange rates relating to availa-
ble-for-sale investments.

1) Net profit/loss for the year and retained
earnings

The weighted number of shares takes into account the an-
nual average calculated on the basis of monthly averages
of ordinary shares less the number of treasury shares. The
weighted average number of shares outstanding in the fi-
nancial period was 15,791,457 As the Company does not
have potentially dilutive capital instruments, its net earnings
per share equal diluted earnings per share.

Basic/diluted earnings/loss per share

In line with the general meeting resolution dated 30 August
2016, the Company allocated € 12,398,157 to dividend
pay-outs.

Statement of distributable profit/loss

€) 2016 2015
Net profit/loss for the period 32,873,817 16,191,902
- profit/loss for the year under 32,873,817 16,191902
applicable standards
Release from profit reserve 917,885 0
Retained earnings/losses 8,365,278 12,769,646
Additions to profit reserve as per 14,619,362 204,324
resolution of the management board
- Additions to reserves for own 14,619,362 204,324
shares
Additions to other reserves as per 0,127,228 7993,789
resolution of the management and
the supervisory boards
Distributable profit to be allocated 18,410,391 20,763,435
by the general meeting
- to shareholders 12,398,157
- to be carried forward to the next 8,365,278
year
18) Subordinated liabilities

At the end of 2006 and at the beginning of 2007, Sava Re
raised a subordinated loan in the amount of € 32 million, and
drew down 97 % of the principal amount. The maturity of the
loan is 20 years, with a prepayment option after 10 years.
The principal is due at maturity. The applicable interest rate
is a 3-month Euribor + 3.35 %, with interest payable on a
quarterly basis. The loan is carried at amortised cost.

Subordinated liabilities

€) 2016 2015
Outstanding debt at effective interest rate as at
Net profit/loss for the period 32,873,817 16,191,902 31/12/2016 23,570,771
Weighted average number of shares 15,791,457 16,483,852
outstanding Debt currency €
Net earnings/loss per share 2.08 0.98 Maturity date 271212026
Conversion into shareholders’ equity option not applicable
Conversion into other liabilities option not applicable
Comprehensive income per share
€) 2016 2015
Outstanding debt at effective interest rate as at
31/12/2015 23,534,136
Comprehensive income for the 33,693,737 14,814,031
period
Debt €
Weighted average number of shares 15,791,457 16,483,852 eptcurrency
outstanding Maturity date 2711212026
Comprehensive income per share 213 0.90 Conversion into shareholders’ equity option not applicable
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Conversion into other liabilities option not applicable
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In 2016, the Company paid € 0.8 million in interest on sub-
ordinated debt (2015: € 0.85 million) and € 40,160 in with-
holding tax on interest paid (2015: € 43,085).

19) Technical provisions

Movements in gross technical provisions

Exchange
©) 01/01/2016 Additions Uses differences 31/12/2016
Gross unearned premiums 46,546,065 41193194 -44,647862 254,017 43,345,415
Gross provision for outstanding claims 173,912.9M 74,464,445 -67,565,108 1,355,532 182,167,780
Gross provision for bonuses, rebates and cancellations 320,994 483,539 -320,994 0 483,539
Other gross technical provisions 121984 210,745 -121984 0 210,745
Total 220,901,954 116,351,922  -112,655,948 1,609,550 226,207,479

Exchange
©€) 01/01/2015 Additions Uses differences 31/12/2015
Gross unearned premiums 39,088,756 44.703,764 -37,094/132 -152,323 46,546,065
Gross provision for outstanding claims 177,331,493 61,755,218 -69,266,932 4,093132 173,912.9M1
Gross provision for bonuses, rebates and cancellations 237,800 320,994 -237,800 0 320,994
Other gross technical provisions 0 121984 0 0 121984
Total 216,658,049 106,901,960 -106,598,864 3,940,809 220,901,954

Technical provisions, the second largest item on the liabil-
ities side, increased by 2.4 % or € 5.3 million compared to
31 December 2015.

Gross unearned premiums decreased by 6.9 % or € 3.2 mil-
lion, mainly due to the decrease in gross written premiums
of non-Group cedants.

The gross provision for outstanding claims increased by
4.7 % in 2016. The increase in the claims provision (€ 2.0 mil-
lion) in the Group’s portfolio is mainly due to amounts set

Structure of the provision for outstanding claims

aside for a large hail loss in 2016 covered under a non-pro-
portional treaty and for a large fire loss covered under a
surplus treaty. The claims provision for non-Group business
grew by € 6.3 million, mainly owing to significant growth of
this portfolio in 2015, which is reflected in the claims provi-
sion with a lag. Mention should be made of the increase in
the Company’s provision for exchange rate risks managed
through adequate diversification of the liability fund.

€) 31/12/2016 31/12/2015
Net provision for claims incurred but not reported (IBNR) 62,765,077 56,439,566
- gross provision 62,765,077 56,439,566
- reinsurers’ share 0 0
Net provision for claims reported but not settled 103,993,977 103,917,467
- gross provision 119,493,428 117,589,429
- reinsurers’ share -15,499,451 -13,671962
Net provision for expected subrogation recoveries -90,725 -116,084
Gross provision for outstanding claims -90,725 -116,084
Reinsurers’ share 0
Net provision for outstanding claims 166,668,329 160,240,949
Total gross provision for outstanding claims 182,167,780 173,912,911
Total reinsurers’ share (-) -15,499,451 13,671,962
IBNR as % of gross provision for outstanding claims 34.5% 32.5%
IBNR as % of net provision for outstanding claims 377 % 35.2%
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The movement in the gross and net claims provisions is
aligned. The structure shows an increase in the share of the
IBNR provision, which is chiefly due to the growth in the es-
timated part of the claims provision established by the con-
trolling company due to the growth in the non-proportional
reinsurance portfolio, for which the major part of the pro-
vision for new business is established on the portfolio level.
The increase in the provision for bonuses, rebates and can-
cellations is a result of the increased premium volume with
major policyholders, who have negotiated conditions in-

cluding bonuses and rebates, and in the business of which
the Company participates through proportional reinsur-
ance treaties with Group cedants.

Other technical provisions comprise the provision for un-
expired risks. These are established if the expected com-
bined ratio exceeds 100 %, which in 2016 was the case with
health reinsurance, reinsurance of ships and suretyship
reinsurance.

Calculation of the gross provision for unexpired risks by class of insurance

©) 31/12/2016 31/12/2015
Expected Provision for Expected Provision for
combined ratio unexpired risks combined ratio unexpired risks
Personal accident 9.7 % 0 89.8 % 0
Health 134.0 % 6,454 1433 % 121984
Land vehicles casco 94.3% 0 88.5% 0
Railway rolling stock 209 % 0 159 % 0
Aircraft hull 89.2% 0 80.4 % 0
Ships hull 121.1% 187,688 99.1% 0
Goods in transit 79.6 % 0 86.5% 0
Fire and natural forces 92.8% 0 87.3% 0
Other damage to property 679 % 0 782 % 0
Motor liability 93.4% 0 90.2 % 0
Aircraft liability 770 % 0 770 % 0
Liability for ships 673 % 0 9.8 % 0
General liability 61.4 % 0 57.4% 0
Credit 5.8% 0 59.3% 0
Suretyship 126.1% 16,602 96.7 % 0
Miscellaneous financial loss 689 % 0 64.0 % 0
Legal expenses 62.3 % 0 42.8% 0
Assistance 62.7 % 0 799 % 0
Life insurance 66.4 % 0 66.7 % 0
Unit-linked life 61.7 % 0 92.8% 0
Total 87.0 % 210,745 85.6 % 121,984
20) Other provisions pay upon retirement arising from changes in actuarial as-

Other provisions mainly comprise provisions for long-term
employee benefits.

Provisions for severance pay upon retirement and jubilee
benefits have been calculated in accordance with the re-
quirements of the revised IAS 19. The Company does not
defer the recognition of actuarial gains and losses (i.e. the
corridor approach) for defined benefit plans. There is a sep-
arate presentation of changes in provisions for severance
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sumptions that are recognised in comprehensive income.
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Change in other provisions

Provision for
severance Other
pay upon  Provision for  provisions for
€) retirement jubilee benefits costs Total
01/01/2016 292,168 54,610 499 347,277
Interest costs -465 -85 0 -550
Cost of service 35,083 7980 0 43,064
Payments -6,578 -2,734 0 -9,312
Actuarial gains/losses (SFP) -44.864 -4,353 0 -49.217
Actuarial gains/losses (IS) 0 187 0 187
Other changes 0 0 353 353
31/12/2016 275,344 55,605 852 331,802
Provision for
severance Other
pay upon Provision for  provisions for
©) retirement jubilee benefits costs Total
01/01/2015 221,765 51,058 767 273,590
Interest costs 4,679 1130 0 5,809
Cost of service 38,018 7786 0 45,804
Payments 0 -5,023 0 -5,023
Actuarial gains/losses (SFP) 27705 0 0 27,705
Actuarial gains/losses (IS) 0 -341 0 -341
Other changes 0 0 -268 -268
31/12/2015 292,168 54,610 499 347,277
The standard requires the disclosure of quantitative infor-
mation of the sensitivity of provisions for severance pay 21) Liabilities from operating activities

upon retirement (defined benefit plan) to a reasonably pos-
sible change in each significant actuarial assumption. The
(principal) assumptions used were: the term structure of
the risk-free interest rate for the euro, published by EIOPA,
without adjustments for volatility, real wage growth of 113 %
(2015: 1.46 %), inflation and growth in jubilee benefits 1.5 %
(2015: 1.5 %), staff turnover up to age 35 1.7 % (2015: 1.7 %),
in the age bracket 35-45 3.6 % (2015: 4.0 %), after age 45
19 % (2015: 1.6 %), mortality as per SLO 2007 (m/f) tables.

Impact on the amount of provision

for severance pay upon retirement

€) 31/12/2016 31/12/2015
Decrease in discount rate of 1% 41,023 42934
Increase in discount rate of 1% -33,666 -35,425
Decrease in real income growth of -18,362 -19,169
05%

Increase in real income growth of 20,156 20936
05%

Decrease in staff turnover of 10 % 7931 7,649
Increase in staff turnover of 10 % -7,624 -7372
Decrease in mortality rate of 10 % 2,473 2,802
Increase in mortality rate of 10 % -2,445 -2,770
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Liabilities from reinsurance and co-insurance business com-
prise liabilities relating to premiums from outwards retroces-
sion business and claims from inwards reinsurance business.
Liabilities relate to amounts invoiced in the fourth quarter
but falling due only in 2017. Compared to the previous year,
liabilities from operating activities decreased by nearly 9 %.

Liabilities from reinsurance and co-insurance business

€) 31/12/2016 31/12/2015
Liabilities for reinsurance premiums 3,421,684 4771408
Liabilities for shares in reinsurance 22,055,430 27347245
claims

Other liabilities due from co- 18,246,730 15,753,257
insurance and reinsurance

Total 43,723,843 47,871,910

All liabilities are current.
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The Company does not have liabilities arising out of co-in-
surance. The item “other liabilities due from co-insur-

Other liabilities

©) Maturity
ance and reinsurance” comprises liabilities for reinsurance
commission. 2016 Up to 1year Total
As at 31 December 2016, the Company recognised current
tax liabilities of € 74,127 (31/12/2015: € 0). Short.—t'erm liabilities relating to 4,010 4,010

securities

Short-term liabilities due to 409,108 409,108

employees
22) Other liabilities Other short-term liabilities 2172532 2172532
There was asignificant decrease in other liabilities compared  Accruals and deferrals 1194190 1194190
to 2015. In 2016 the Company completed the liquidation of  1otal 3,779,840 3,779,840
its subsidiary Velebit usluge - in liquidation, netting its liabil-
ities to this entity in the amount of € 12.3 million.
The bulk of other current liabilities relates to the consider-  (€) Maturity
ation for the property intended for own use at Baragova 5
in Ljubljana in the amount of € 1.5 million. The consideration 2015 Uptolyear fotal
will be settled when the contract condition is met relating to o ,

Short-term liabilities relating to 12,327909 12,327909
the cancellation of a mortgage. securities
Accrued expenses and deferred income include accruals/ Short-term liabilities due to 391613 391613
deferrals relating to retained deposits from international ~ _employees
inwards reinsurance business, provisions for unexpended — Othershort-term liabilities 551,571 551,571
annual leave of employees, labour costs, commission of ret- Accruals and deferrals 1189,040 1,189,040
roceded business and other accrued expenses and deferred ~ Total 14,460,133 14,460,133
income.
Movements in accrued expenses and deferred income

Additions -

€) 01/01/2016 reclassification Uses 31/12/2016
Short-term accrued expenses 553,715 2,140,794 1,721,499 973,010
- auditing costs 33,551 42,029 -33,551 42,029
- accrued labour cost 137,852 365,207 -137,852 365,207
- deferred reinsurance commission 325,537 1,587,111 1,499,768 412,879
- deferred interest income 6,251 5118 0 1,369
- other short-term accrued expenses 50,525 141,329 -50,328 141,526
Other accrued expenses and deferred income 635,325 62,072 -476,217 221,180
- liabilities for retained deposits 373,817 37,445 -373,817 37446
- liabilities for tax on profit 102,400 0 -102,400 0
- provision for unexpended employee leave 159,108 24,626 0 183,734
Total 1,189,040 2,202,866 2,197,716 1,194,190
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Additions -

©€) 01/01/2015 reclassification Uses 31/12/2015
Short-term accrued expenses 805,876 257,267 -509,427 553,715
- auditing costs 33,551 61,000 -61,000 33,551
- accrued labour cost 288,511 137,852 -288,51 137,852
- deferred reinsurance commission 478,412 0 -152,875 325,537
- deferred interest income 2,882 7,877 -4,508 6,251
- other short-term accrued expenses 2,520 50,538 -2,533 50,525
Other accrued expenses and deferred income 1,083,422 2,816,081 -3,264,179 635,325
- liabilities for retained deposits 823,745 2,814,250 -3,264179 373,817
- liabilities for tax on profit 102,400 0 0 102,400
- provision for unexpended employee leave 157,277 1,831 0 159,108
Total 1,889,298 3,073,348 -3,773,606 1,189,040
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23) Fair values of assets and liabilities

Methodology for the measurement of financial investments

Asset class / principal
market

Debt securities

Level 1 Level 2

Level 3

OTC market

Debt securities measured based on Debt securities measured based on
the CBBT price in an active market. the CBBT price in an inactive market.

Debt securities measured using
an internal model that does not
consider level 2 inputs.

Debt securities measured at the
BVAL price if the CBBT price is
unavailable.

Debt securities measured using
an internal model based on level 2
inputs.

Stock Exchange

Debt securities measured basedon  Debt securities measured based on
stock exchange prices inan active  stock exchange prices in an inactive
market. market.

Debt securities are measured using
an internal model that does not
consider level 2 inputs.

Debt securities measured at the
BVAL price when the stock exchange
price is unavailable.

Debt securities measured using
an internal model based on level 2
inputs.

Shares

Stock Exchange

Shares measured based on stock
exchange prices in an inactive
market.

Shares measured based on stock
exchange prices in an active market.

Shares are measured using an
internal model that does not
consider level 2 inputs.

Shares for which there is no stock
exchange price and that are
measured using an internal model
based on level 2 inputs.

Unquoted shares and
participating interests

Unguoted shares measured at
cost. fair value for the purposes of
disclosures calculated based on an

internal model used for impairment
testing mainly using unobserved
inputs.

Mutual funds

Mutual funds measured at
the quoted unit value on the
measurement date.

Deposits and loans

-with maturity

Measured at amortised cost; for
the purposes of disclosure fair value
calculated using an internal model
using level 2 inputs.

Measured at amortised cost; for
the purposes of disclosure fair value
calculated using an internal model
not using level 2 inputs.
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Financial assets by level of the fair value hierarchy

Fair value Difference

Carrying between FV

31/12/2016 amount (CA) Level 1 Level 2 Level 3 Total fair value and CA
Investments measured at fair value 234,804,547 176,328,728 54,591,335 3,899,007 234,819,070 14,523
At fair value through P/L 1,287,411 910,604 376,807 0 1,287,411 0
Designated to this category 1,287,411 910,604 376,807 0 1,287,411 0
Equity instruments 1,287,41 910,604 376,807 0 1,287,41 0
Available-for-sale 233,517,137 175,418,124 54,214,529 3,899,007 233,531,659 14,523
Debt instruments 222,617,735 173,940,230 48,677,504 0 222,617,735 0
Equity instruments 10,899,402 1,477,893 5,537,024 3,899,007 10,913,925 14,523
Investments not measured at fair value 15,144,227 2,835,298 3,017,462 10,670,812 16,523,572 1,379,345
Held-to-maturity assets 2,074,813 2,835,298 0 0 2,835,298 760,485
Debt instruments 2,074,813 2,835,298 0 0 2,835,298 760,485
Loans and receivables 13,069,414 0 3,017,462 10,670,812 13,688,274 618,859
Deposits 2,398,602 0 3,017,462 0 3,017,462 618,859
Loans granted 2,834953 0 0 2,834,953 2,834,953 0
Deposits with cedants 7,835,859 0 0 7,835,859 7,835,859 0
Fair value Difference

Carrying between FV

31/12/2015 amount (CA) Level 1 Level 2 Level 3 Total fair value and CA
Investments measured at fair value 227,101,945 177,075,987 46,126,951 3,899,007 227,101,945 3,128,241
At fair value through P/L 3,128,241 2,663,821 464,420 0 3,128,241 3,128,241
Designated to this category 3,128,241 2,663,821 464,420 0 3,128,241 0
Debt instruments 1,732,055 1,732,055 0 0 1,732,055 0
Equity instruments 1,396,186 931,766 464,420 0 1,396,186 0
Available-for-sale 223,973,704 174,412,166 45,662,531 3,899,007 223,973,704 0
Debt instruments 210,401,706 171,268,240 39,133,466 0 210,401,706 0
Equity instruments 13,571,998 3,143,926 6,529,065 3,899,007 13,571,998 0
Investments not measured at fair value 15,531,258 9,326,418 4,611,971 2,834,953 16,773,342 1,242,085
Held-to-maturity assets 2,074,258 2,719,536 0 0 2,719,536 645,278
Debt instruments 2,074,258 2,719,536 0 0 2,719,536 645,278
Loans and receivables 13,457,000 6,606,883 4,611,971 2,834,953 14,053,807 596,807
Deposits 4923,273 908,109 4,611971 0 5,520,080 596,807
Loans granted 2,834,953 0 0 2,834953 2,834,953 0
Deposits with cedants 5,698,774 5,698,774 0 0 5,698,774 0

Gains and losses on level 3 financial assets

Movements in level 3 financial assets

Equity instruments Equity instruments
€) 31/12/2016 31/12/2015 €) 31/12/2016 31/12/2015
Income 124,749 72,874 Opening balance 3,899,007 4,588,249
Expenses 0 686,472 Impairment losses 0 -686,472
Reclassification into other levels 0 -2,770
Closing balance 3,899,008 3,899,007
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Disclosure of the fair value of non-financial assets measured in the statement of financial position at amortised cost or at

cost

Property as at 31/12/2016

Date of Carrying
fair value amount at
measurement reporting date

Fair value at Determination

reporting date

of fair values

Owner-occupied property 31/12/2016 7128,732 8,015,572 market
Investment property 311212016 3,122,076 3,236,030 apfljgfncchoan’lg
approach
(weighted
50:50), new
purchases by
sales price
Total 10,250,807 11,251,602
Date of Carrying
fair value amount at Fair value at Determination

Property as at 31/12/2015

measurement reporting date

reporting date

of fair values

Owner-occupied property 31/12/2015 1,859,254 1968,712 market
approach and
Investment property 31/12/2015 2,999,742 3,010,178 the income
approach
(weighted
50:50), new
purchases by
sales price
Total 4,858,996 4,978,890
Movements in the fair value of land and buildings
Change in fair
€) 01/01/2016 Acquisitions Carry-over value 31/12/2016
Owner-occupied property 1968,712 5,269,225 39,582 737,096 8,014,615
Investment property 3,010,178 213,000 -39,582 53,391 3,276,569
Total 4,978,890 5,482,225 0 5,482,225 11,291,184
€) 01/01/2015 Acquisitions 31/12/2015
Owner-occupied property 1,968,712 0 1,968,712
Investment property 124138 2,886,040 3,010,178
Total 2,092,850 2,886,040 4,978,890
Reclassification of financial assets between levels
31/12/2016 Level 1 Level 2 Level 3
Available-for-sale 637,880 -637,880
Debt instruments 637,880 -637,880
Total 637,880 -637,880
31/12/2015 Level 1 Level 2 Level 3
Available-for-sale 47,135,122 -47,132,352 -2,770
Debt instruments 53,907,865 -53907,865 0
Equity instruments -6,772,744 6,775,514 -2,770
Total 47,135,122 -47,132,352 -2,770
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In 2016, the Company primarily measured its OTC assets
based on BID CBBT prices representing unadjusted quoted
prices, thus meeting the criteria for classification into level 1.
In 2016, the proportion of OTC assets measured based on
closing BID CBBT prices remained broadly flat compared
to the end of 2015. As at 31 December 2016, level 1 invest-
ments represented 77 % (31/12/2015: 78 %) of financial in-
vestments measured at fair value.

Quoted financial instruments that did not meet the active
market criterion as at 31 December 2016, were valued based
on an internal model. The valuation model applied used di-
rectly and indirectly observable market inputs such as: the

24.1.
24) Net earned premiums

Net earned premiums

risk free interest rate curve, yield of similar financial instru-
ments, and credit and liquidity risk premiums. Since inputs
used by the model meet level 2 criteria, investments valued
using the internal model were classified into level 2.
Valuation methods for the above-mentioned items are de-
scribed at the beginning of these notes under accounting
policies. For investment property, the method is set out
in section 24.2.11 “Investment property”, for financial in-
vestments in subsidiaries and associates in section 24.2.12
“Financial investments in subsidiaries and associates”,
and for financial investments in section 24.2.13 “Financial
investments”.

Notes to the financial statements — income statement

© Change in

unearned

premiums,

Gross Reinsurers’ and Changein reinsurers’ and
premiums co-insurers’ gross unearned co-insurers’ Net premiums
2016 written shares (-) premiums (+/-) shares (+/-) earned
Personal accident 5,459,215 -42,693 900,568 12,137 6,304,954
Health 439,435 0 273,011 0 712,446
Land vehicles casco 16,046,517 -1,124,032 -407,706 -40,660 14,474119
Railway rolling stock 111,896 0 -21,164 0 90,732
Aircraft hull 847,304 0 -17,280 0 830,025
Ships hull 3,400,041 -158,812 209,085 42,063 3,492,377
Goods in transit 5,217,065 -272,372 88,835 51,200 5,084,728
Fire and natural forces 71,576,193 -10,387,280 -487996 177939 60,878,856
Other damage to property 21,299,464 -3,251,628 1,084,979 140,440 19,273,254
Motor liability 12,460,725 -527,060 57,723 0 11,991,388
Aircraft liability 56,730 -56,307 141,390 4102 145914
Liability for ships 515,436 -6,138 20,572 0 529,870
General liability 6,302,548 -47719 172,280 -34,833 5,618,316
Credit 918,053 0 -333,384 0 584,669
Suretyship 209,725 0 -29,830 0 179,896
Miscellaneous financial loss 2135991 -466,072 1,552,435 34,703 3,257,056
Legal expenses 10,532 0 -546 0 9986
Assistance 15,573 0 1,477 0 14,096
Life insurance 145900 -629,620 343,715 -12,752 -152,757
Unit-linked life 258,549 -149,599 0 0 108,950
Total non-life 147,022,444 -16,769,513 2,856,934 362,817 133,472,682
Total life 404,449 -779,219 343,715 -12,752 -43,807
Total 147,426,893 -17,548,733 3,200,650 350,065 133,428,875
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(3}
Change in
unearned
premiums,
Gross Reinsurers’ and Changein reinsurers’ and
premiums co-insurers’ gross unearned co-insurers’ Net premiums
2015 written shares (-) premiums (+/-) shares (+/-) earned
Personal accident 9,411,698 -59,382 -478,162 10,505 8,884,659
Health 2,150,843 0 -296,415 0 1,854,428
Land vehicles casco 16,432,253 -966,043 532,204 -35,145 15,963,270
Railway rolling stock 102,650 0 -13,885 0 88,765
Aircraft hull 616,442 0 -36,846 0 579,596
Ships hull 3,772,148 72,227 -235,696 -902 3,463,323
Goods in transit 4975,663 -215,542 -200,921 -1,878 4,557,322
Fire and natural forces 67,676,509 -10,745,759 -4,003,701 -573,354 52,353,695
Other damage to property 21,362,766 -2,812,014 -440,424 -58,109 18,052,219
Motor liability 12,536,166 -457,642 15,245 0 12,093,769
Aircraft liability 174,181 -50,840 -150,835 -5940 -33,434
Liability for ships 334,736 -5,441 -88,852 -1,646 238,797
General liability 4,783,141 -537,634 -110,547 -8,030 426,930
Credit 603,027 0 -156,594 0 446,433
Suretyship 142,740 0 24,890 0 167,629
Miscellaneous financial loss 4930,798 -379,837 -2,069,319 65 2,481,708
Legal expenses 6,228 0 -2,648 0 3,580
Assistance -2,469 0 121 0 -2,348
Life insurance 1,674,409 -1,894,200 255,079 -2,439 32,848
Unit-linked life 298,491 -172,366 0 -18 126,107
Total non-life 150,009,522  -16,302,360 -7,712,387 -674,434 125,320,341
Total life 1,972,899 -2,066,566 255,079 -2,457 158,956
Total 151,982,421 -18,368,925 -7,457,308 -676,891 125,479,297
The above table shows the movement in gross premiums
written. Gross premiums written in Slovenia rose by 2.1% or 25) Income and expenses relating to
€ 1.1 million (increase in insurance premiums written by the investments in subsidiaries and
insurer), while gross premiums written abroad decreased by associates

5.6 % or € 5.6 million. The drop in premiums from abroad is
chiefly owing to the decline in premiums written in South
Korea and in the USA, which is partly due to the soft market
prevailing in international reinsurance markets and the re-
sulting more selective underwriting.

Despite the drop in gross premiums written, net premiums
earned for the period were higher than year on year. Net
unearned premiums as at 31 December 2016 were lower
than at year-end 2015, while the 2015 year-end figure was
anincrease from end of 2014. The reasons for this trend are
the decline in premiums from abroad and a relatively larger
share of non-proportional business. Gross unearned pre-
miums relating to international business rose by € 3.5 mil-
lion, while those relating to reinsurance business dropped
by € 0.2 million.
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In 2016 the Company received dividends from its subsidiar-
ies amounting to € 26.3 million (2015: € 13 million). In 2016
impairment losses of investments in subsidiaries were € 4.3
million (2015: € 4.9 million). Impairment losses were recog-
nised based on a model for testing the recoverable amount
of investments in subsidiaries.
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26) Investment income and expenses

Investment income, expenses and net investment income by IFRS categories

Income relating to financial assets and liabilities from 1 January to 31 December 2016

Change in fair Gains on dispo- Income from
value and gains sal of other  dividends and
Interest  on disposal of IFRS asset  shares - other Exchange

© income FVPL assets categories investments gains  Otherincome Total
Held to maturity 103,055 0 0 0 0 0 103,055

Debt instruments 103,055 0 0 0 0 103,055
At fair value through 0 100,222 0 18,876 0 0 119,098
P/L

Designated to this 0 100,222 0 18,876 0 0 119,098

category

Debt instruments 0 6,293 0 0 0 0 6,293

Equity instruments 0 93,929 0 18,876 0 0 112,805
Available-for-sale 3,945,431 0 676,088 724,096 6,456,653 6,785 11,809,053

Debt instruments 3,945,431 0 516,331 0 6,456,653 3,631 10,922,046

Equity instruments 0 0 159,758 724,096 0 3,154 887,007
Loans and receivables 344,672 0 0 0 469,370 0 814,042

Debt instruments 344,672 0 0 0 469,370 0 814,042
Deposits with cedants 34,817 0 0 0 0 0 34,817
Total 4,427,975 100,222 676,088 742,972 6,926,023 6,785 12,880,066
Expenses relating to financial assets and liabilities from 1 January to 31 December 2016

Change in Losses on
fair value disposal
and losses on of other  Impairment
Interest disposal of IFRS asset losses on Exchange

€) expenses  FVPL assets categories  investments losses Other Total
At fair value through P/L 0 205,693 0 0 0 0 205,693

Designated to this category 0 205,693 0 0 0 0 205,693

Debt instruments 0 2989 0 0 0 0 2989

Equity instruments 0 202,703 0 0 0 0 202,703
Available-for-sale 0 0 185,008 330,740 5,352,635 4,299 5,872,683

Debt instruments 0 0 14,801 330,740 5,352,635 270 5,698,447

Equity instruments 0 0 170,207 0 0 4,029 174,236
Loans and receivables 2,000 0 0 0 212,514 155 214,668

Debt instruments 0 0 0 0 212,514 155 212,668

Other investments 2,000 0 0 0 0 0 2,000
Subordinated liabilities 839,834 0 0 0 0 0 839,834
Total 841,834 205,693 185,008 330,740 5,565,150 4,454 7,132,879
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Income relating to financial assets and liabilities from 1 January to 31 December 2015

Change in Gains on Income from
fair value disposal dividends
and gainson  of other and shares
Interest disposal of IFRS asset - other Exchange Other
©) income FVPL assets  categories investments  gains income Total
Held to maturity 102,756 0 0 0 0 0 102,756
Debt instruments 102,756 0 0 0 0 0 102,756
At fair value through P/L 0 365,320 0 17,808 6,464 0 389,592
Designated to this category 0 365,320 0 17,808 6,464 0 389,592
Debt instruments 0 32,304 0 0 0 0 32,304
Equity instruments 0 333,016 0 17,808 6,464 0 357,288
Available-for-sale 4,157,817 0 603,182 708,005 11,873,527 5,291 17,347,822
Debt instruments 4,157,817 0 425,003 11,865,117 1,725 16,449,662
Equity instruments 0 0 178,179 708,005 8,410 3,566 898,160
Loans and receivables 377,499 0 0 0 384,866 0 762,365
Debt instruments 377,499 0 0 0 384,866 0 762,365
Deposits with cedants 72,874 0 0 0 0 0 72,874
Subordinated liabilities 0 0 0 0 0 0 0
Total 4,710,946 365,320 603,182 725,813 12,264,857 5,291 18,675,409
Expenses relating to financial assets and liabilities from 1 January to 31 December 2015
Change in Losses on
fair value disposal
and losses on of other  Impairment
Interest disposal of IFRS asset losses on Exchange
€) expenses  FVPL assets categories  investments losses Other Total
At fair value through P/L 0 218,498 0 0 0 659 219,157
Designated to this category 0 218,498 0 0 0 659 219157
Debt instruments 0 1,629 0 0 0 0 1,629
Equity instruments 0 216,869 0 0 0 659 217,528
Available-for-sale 0 0 313,525 713,284 8,825,471 7,898 9,860,178
Debt instruments 0 0 288,094 8,825,109 1959 9,115,162
Equity instruments 0 0 25,431 713,284 362 5939 745,016
Loans and receivables 0 0 0 0 211,884 101 211,985
Debt instruments 0 0 0 0 211,884 101 211985
Subordinated liabilities 896,145 0 0 0 0 0 896,145
Total 896,145 218,498 313,525 713,284 9,037,355 8,658 11,187,465
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Income relating to financial assets and liabilities in 2016
amounted to € 12.9 million (2015: € 18.7 million).

Expenses relating to financial assets and liabilities in 2016
amounted to € 7.2 million (2015: € 11.2 million).

The netinvestment income relating to financial assets and li-
abilities (excluding subsidiaries) was € 5.7 million (2015: € 7.5
million). This decline in the net investment income in 2016
was mainly the result of lower net exchange differences. The
net amount of exchange differences is still a gain of € 1.4
million (2015: € 3.2 million).

In 2015, the Company earned no interest income on im-
paired investments; in 2016 it totalled € 1,429.

Investment income and expenses by source of funds

The Company records investment income and expenses
separately depending on whether they relate to the capital
fund or the liability fund. The capital fund comprises assets
representing shareholders’ funds; the liability fund compris-
es assets supporting technical provisions.

Investment income - non-life business

Investment expenses - non-life business

Liability fund Liability fund
©) 2016 2015
Interest income 3,697928 3,971,993
Change in fair value and gains 100,222 358,380
on disposal of FVPL assets
Gains on disposal of other 396,657 524,616
IFRS asset categories
Income from dividends and 495,341 423,847
shares - other investments
Exchange gains 6,925,109 12,264,857
Other income 6,785 5,291
Total investment income 11,622,041 17,548,984
- liability fund

Capital fund  Capital fund

2016 2015

Interest income 730,047 738953
Change in fair value and gains 0 6,940
on disposal of FVPL assets
Gains on disposal of other 279,432 78,566
IFRS asset categories
Income from dividends and 247631 301,966
shares - other investments
Exchange gains 914 0
Total investment income 1,258,024 1,126,425
- capital fund
Total investment income 12,880,066 18,675,409
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Liability fund Liability fund
€) 2016 2015
Change in fair value and losses 205,693 217968
on disposal of FVPL assets
Losses on disposal of other 185,008 312,805
IFRS asset categories
Impairment losses on investments 330,740 495,574
Exchange losses 5,557177 9,037,355
Other 155 760
Total investment expenses 6,278,774 10,064,462
- liability fund
Capital fund  Capital fund
2016 2015
Interest expenses 841,834 896,145
Change in fair value and losses 0 530
on disposal of FVPL assets
Losses on disposal of other 0 720
IFRS asset categories
Impairment losses on investments 0 217,710
Exchange losses 7972 0
Other 4,299 7,898
Total investment expenses 854,106 1,123,003
- capital fund
Total investment expenses 7,132,879 11,187,465
Net investment income I 5,747,187 7,487,944
Impairment losses on investments
©) 31/12/2016 31/12/2015
Bonds 330,740 0
Shares 0 713,284
Total 330,740 713,284
27) Other technical income
€) 2016 2015
Commission income 2,813,943 2,605,901
Exchange gains from reinsurance 5,343,322 6,974,459
business
Miscellaneous technical income 1105929 229,185
Total 9,263,194 9,809,545
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In 2016, the Company again had high exchange gains arising
out of reinsurance business, but again also high exchange
losses arising out of reinsurance business, as set out in note

Commission income, net of change in deferred acquisition costs attributable to reinsurers

cy fluctuations is minimal.

32. Pursuant to our investment policy, we use currency
hedging; therefore, the Company’s net exposure to curren-

€) 2016 2015
Personal accident 17,218 16,597
Land vehicles casco 223 2918
Ships hull 936 1,308
Goods in transit 30,762 29,563
Fire and natural forces 1,835,134 1,445,794
Other damage to property 609,981 491,232
Motor liability 169 143
Aircraft liability 9,407 10,810
Liability for ships 0 600
General liability 31,677 50,357
Miscellaneous financial loss 91,056 56,550
Life insurance 165,544 473105
Unit-linked life 21,836 26923
Total non-life 2,626,562 2,105,873
Total life 187,381 500,028
Total 2,813,943 2,605,901
28) Otherincome and expenses

Other income and expenses mainly include collected bad
debt relating to other receivables that had been written-off,
gains on the disposal of fixed assets and income from the

use of holiday facilities.

The other expenses item mainly comprises expenses in-
curred by the Company on investment property before it

was leased.
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29) Net claims incurred

€) Gross amounts Change in the

reinsul:ers’ anc!

co-insurers

Reinsurers’ Change in the share of
Recourse share of claims gross claims the claims Net claims
2016 Claims receivables (-) provision (+/-) provision (+/-) incurred
Personal accident 4,442,624 -33 -1,442 -488,427 -151 3,952,572
Health 310,753 0 0 307,670 0 618,423
Land vehicles casco 10,035,528 168,630 -33,595 1,378,389 -645,260 10,566,432
Railway rolling stock 13,970 0 0 606 0 14,576
Aircraft hull 251,644 0 0 628,314 0 879,958
Ships hull 2,183,806 0 -2,786 3,198,533 334 5,379,887
Goods in transit 3,299,890 -140 1154 -983,235 27 2,315,389
Fire and natural forces 40,582,105 12,397 -6,323,312 7,551,164 1,423,322 40,374,237
Other damage to property 9,816,966 1,144 -721,500 -3,890,407 89,817 5,283,732
Motor liability 9,724,987 -401,413 -2,124 577 340,755 174,088 7,713,840
Aircraft liability 43,436 0 0 112,121 0 -68,685
Liability for ships 112,462 0 0 289,465 0 401928
General liability 1,522,255 -761 -4,405 1,379,781 438 2,897,308
Credit 294,354 -553,618 0 22133 0 -237131
Suretyship 174,696 -84,196 0 115,409 0 205,909
Miscellaneous financial loss 2,910,701 0 -275121 -872,016 -92,540 1,671,024
Legal expenses 649 0 0 1,731 0 2,380
Assistance 70 0 0 -1,784 0 -1,714
Life insurance 550,715 0 -24418 -600,754 61,846 -232.31
Unit-linked life 126,31 0 -79,399 -10,337 7,236 43,811
Total non-life 85,720,897 -1,232,331 -9,487,891 8,865,960 -1,896,570 81,970,065
Total life 677,026 0 -323,517 -611,091 69,082 -188,500
Total 86,397,922 -1,232,331 -9,811,408 8,254,869 -1,827,488 81,781,565
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€) Gross amounts Change in the

reinsurers’ and’

co-insurers

Reinsurers’ Change in the share of
Recourse share of claims gross claims the claims Net claims
2015 Claims receivables (=) provision (+/-) provision (+/-) incurred
Personal accident 5,279,619 0 -4,366 1,005,692 5,469 6,286,414
Health 1,476,957 0 0 28,529 0 1,505,486
Land vehicles casco 12,020,056 -209,260 -58,455 -604,265 163,691 1,311,767
Railway rolling stock 2,529 0 0 0 0 2,529
Aircraft hull 339,744 0 0 112,789 0 452,533
Ships hull 2,068,869 -400 -410 634,858 4,402 2,707,318
Goods in transit 1,337,188 -102 -50 2,005,817 532 3,343,385
Fire and natural forces 43,204,975 -4,425 -11,551,614 -3,985,082 13,854,095 41,517950
Other damage to property 12,652,126 17923 -515,400 -1,745,483 -159,760 10,213,560
Motor liability 8,015,094 -389,340 -558,610 -945,495 213,071 6,334,719
Aircraft liability 4718 0 0 108,692 0 113,410
Liability for ships 132,125 -120 0 -101,780 1,371 31,596
General liability 2,025,543 -1963 -2,048 -564,892 750 1,457,390
Credit 458,915 -609,095 0 960 0 -149,221
Suretyship 368,324 -30,275 0 194,825 0 532,874
Miscellaneous financial loss 223,207 0 -2,007 1,026,341 18,705 1,266,246
Legal expenses 821 0 0 789 0 1,610
Assistance 728 0 0 -4.119 0 -3,391
Life insurance 1,211,842 0 -967,468 -569,511 46,000 -279)137
Unit-linked life 129,060 0 -90,342 17,243 12,070 33,545
Total non-life 89,611,538 -1,262,903 12,692,961 -2,831,827 14,102,327 86,926,174
Total life 1,340,902 0 -1,057,810 -586,754 58,070 -245,592
Total 90,952,440 -1,262,903 -13,750,771 -3,418,581 14,160,397 86,680,582

The above tables show (columns from left to right) gross 31) Operating expenses

claims paid net of recourse receivables. This column is fol-
lowed by claims recovered from retrocessionaires. In addi-
tion, net claims incurred include the change in the claims
provision (both retained and retroceded).

In 2016, gross claims paid were 5 % below the 2015 figure.
The effect of the change in the claims provision is described
in disclosure 19.

30) Change in other technical provisions and
expenses for bonuses and rebates

In 2016 other net technical provisions increased by € 88,760

(2015: up € 121,984). The figures for both years relate to

changes in the net provision for unexpired risks.

The change in the provision for bonuses and rebates was an

increase of € 162,545 in 2016 (2015: rise in expenses due to

an increase in the provision of € 83,193).
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The Company classifies operating expenses by nature.
Compared to 2015, operating expenses increased by 17.7 %,
mainly due to the change in deferred acquisition costs.
There was also an increase in personnel costs and other op-
erating costs, of which the largest increase in expenses re-
lated to IT services (Solvency Il software licences).
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Breakdown of operating expenses

Acquisition costs

€) 2016 2015 €) 2016 2015
Acquisition costs (commissions) 33,061,396 32,445,281 Personal accident 1,261,274 2,285,071
Change in deferred acquisition costs 3,598,331 -1,492,043 Health 124,444 748,594
Depreciation of operating assets 340,371 289196 Land vehicles casco 3,330,359 3,348947
Personnel costs 6,693,833 6,073,065 Railway rolling stock 11,263 9,153
Salaries and wages 5,259,890 4,816,551 Aircraft hull 135,197 78,732
Social and pension insurance costs 892,850 797,704 Ships hull 783954 869,642
Other labour costs 541,093 458,810 Goods in transit 1,024,381 691,852
Costs of services by natural persons 179,M 168,909 Fire and natural forces 16,854,563 14,081,712
zgﬁfr?g22‘;”;g”9 business, incl. of Other damage to property 4733872 5383181
Other operating expenses 3,415,933 2,744,818 Motor liability 2,741,399 2,777,957
Total 47,288,975 40,229,226 Aircraft liability -22,464 47304
Liability for ships 18,517 88,419
In 2016 other operating expenses, net of acquisition costs General liability 1280329 1031734
(commissions) and changes in deferred acquisition costs Credit 230,257 139149
(commissions), increased in relation to gross premiums writ- Suretyship 48,646 22697
ten and represented 7.2 % of gross premiums written (2015: Miscellaneous financial loss 311,651 319,820
6.1%). Legal expenses 4932 1,747
Assistance 1,534 -624
Audit fees Life insurance 50767 455653
© 2016 2015 Unit-linked life 36,522 44,540
Total non-life 32,974,108 31,945,088
Audit of annual report 59,780 61,000 Total life 87,289 500,193
Other assurance services 6,100 0 Total 33,061,396 32,445,281
Other audit services 29,880 63,827
Total 95,760 124,827

The cost of auditing the annual report includes audit costs

for both Sava Re and the consolidated annual report of the

Sava Re Group. Other audit services in 2016 relate to as-

surance services for reports that the Company prepared as

part of Solvency Il requirements.
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Change in deferred acquisition costs

33) Income tax expense

© 2016 2015 o
Tax rate reconciliation
Personal accident 569,391 -134179 ©) 2016 2015
Health 10,413 -14,821
Land vehicles casco 704,623 175,123 Profit/loss before tax 34977140 16,739,349
Railway rolling stock -1,281 -1,025 Income tax expenses at 5946114 2,845,689
Aircraft hull 3464 26236 —owtorytexrate
. Tax effect of income that is -4,379,357 -2,263,441
Ships hull 125,092 28,614 deducted for tax purposes
Goods in transit 89,189 1,443 Tax effect of expenses not 892,542 971,494
Fire and natural forces 289,076 -1,202,005 deducted for tax purposes
Other damage to property 673,517 142,976 Income or expenses -36,652 -38,859
o relating to tax relief
Motor liability 888,466 -665
) o Changes in temporary differences -319,323 -967,436
Aircraft liability 9,479 -11,166
Total income tax expense in 2,103,323 547,447
Liability for ships 14,668 15,971 the income statement
General liability 162,514 -31,272 Effective tax rate 6.01% 3279%
Credit -75,71 -44.561
Suretyship 198 10,009
Miscellaneous financial loss 67,193 -84,778 .
24.8.  Notes to the financial statements —
Legal expenses 54 -718
Life insurance 67985 60,369 caSh ﬂow Statement
Total non-life 3,530,346  -1,552,413 .
—— oss  soses 34 Notes to the cash flow statement, which
, , . .
ot 598,331 1.492.043 Rqag,tlr]]ggn prepared using the indirect
The cash flow statement shown in section 23.4 “Cash flow
3?) Other technical expenses statement” has been prepared in compliance with statutory
© 2016 2015 regulations. This note gives a reconciliation of net profit and
cash flows from operating activities.
Expenses for exchange losses 5603447 6,743,669  The table below presents income statement items not in-
Value adjustments 184,51 225155 cluded in cash flow nor presented in other parts of the cash
Regulator fees 186,301 164136 flow statement (other than in cash flow from operating
Other technical expenses 59,436 6,156 activities).
Total 6,033,695 7,139,116
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€) 2016 2015
Net profit/loss for the period 32,873,817 16,191,902
Non-monetary income statement 9,819,167 19,714,504
items not included in cash flow

- change in unearned premiums -3,550,715 8,134,199
- change in the provision for 6,427,381 10,741,816
outstanding claims

- change in other technical provisions 88,760 121984
- operating expenses - amortisation/ 3,938,702 -1,202,847
depreciation and change in deferred

acquisition cost

- impairment losses on financial 2915,039 1,919,352
assets

Eliminated investment income items -31,479,463 -18,440,978
- interest received disclosed under -4,427975 -4,710,946
B.a)l

- receipts from dividends and shares -27051,488  -13,730,032
in profit of others disclosed under

B.a)2.

Eliminated investment expense 841,834 896,145
items

- interest paid disclosed under C. b) 1. 841,834 896,145
Cash flows from operating activities 12,055,355 18,361,573
- income statement items

24.9. Contingent receivables and liabilities

The Company discloses contingent liabilities relating to a la-
bour action and a guarantee. The estimated contingent lia-

bilities in this regard total € 0.4 million.
Off-balance sheet items are shown in the appendix hereto.

2410. Related party disclosures

The Company separately discloses its relationships with the
following groups of related parties:
owners and related enterprises;
management and supervisory board members and em-
ployees not subject to the tariff section of the collective
agreement;
subsidiary companies;
associates.

The Company is a party to a contract with the Moja nalozba
pension company on the participation in a supplementary
pension scheme.

Owners and related enterprises
The Group’s largest shareholder is Slovenian Sovereign
Holding, holding 25 % plus one share.

Business relationship with the largest shareholder
In 2016 the Company had no business transactions with its
largest shareholder.

Management board, supervisory board incl. its committe-
es, and employees not subject to the tariff section of the
collective agreement

Remuneration of management and supervisory board
members, and of employees not subject to the tariff
section of the collective agreement

€) 2016 2015
Management board 655,175 746,643
Payments to employees not subject 2,632,810 2,558,363
to the tariff section of the collective
agreement
Supervisory board 128,283 119963
Supervisory board committees 28,246 26,473
Total 3,444,515 3,451,442
Remuneration of management board members in 2016
Gross salary Fringe benefits Fringe
Gross salary - - variable -insurance benefits - use
©) fixed amount amount premiums of company car Total
Zvonko Ivanusic (until 23/08/2016) 109,304 15,936 4170 5,775 135,185
Sre¢ko Cebron 152,592 14,340 5,338 3,620 175,890
Jost Dolni¢ar 146,866 14,340 5,554 3,874 170,635
Mateja Treven 144,600 14,340 5,186 9,339 173,465
Total 553,362 58,956 20,248 22,608 655,175
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Remuneration of management board members in 2015

Gross salary Fringe benefits

Fringe

Gross salary - - variable —insurance benefits - use

©) fixed amount amount premiums of company car Total
Zvonko Ivanusic¢ 168,143 31,872 6,203 10,272 216,490
Srecko Cebron 152,183 28,680 5,269 2,603 188,734
Jost Dolnicar 144,191 28,680 5112 2,668 180,651
Mateja Treven 144191 11,428 5,149 0 160,768
Total 608,707 100,660 21,732 15,543 746,643
Liabilities to members of the management board based on gross remuneration

€) 31/12/2016 31/12/2015
Zvonko lvanusic¢ 0 13,946
Sre¢ko Cebron 12,616 12,616
Jost Dolnicar 13,280 11950
Mateja Treven 11,950 11,950
Total 37,846 50,462

As at 31 December 2016, the Company had no receivables

due from its management board members. Management

board members are not remunerated for their functions in

subsidiary companies.
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Remuneration of the supervisory board and its committees in 2016

Remune-
ration for
Attendance  performing Expenses
©) fees thefunction  reimbursed Perks Total
Supervisory board members
Branko Tomazic¢ SB chair (until 11 October 2016) 3,410 15,202 5,230 119 23960
Mateja Lovsin Heric SB chair (since 12/10/2016) / SB 5,005 15,446 0 185 20,637
deputy chair (until 11/10/2016)
Slaven Mickovic deputy chairman (since 5,005 13,287 317 39 18,648
12/10/2016) / member (until
11/10/2016)
Gorazd Andrej Kunstek member of the SB 5,005 13,000 175 18,180
Keith William Morris member of the SB 4,235 13,000 13,254 200 30,690
Helena Dretnik SB member (until 19/02/2016) 550 1,793 0 170 2,513
Mateja Zivec SB member (since 01/04/2016) 3905 9,750 0 0 13,655
Total supervisory board members 27,115 81,477 18,802 889 128,283
Audit committee members
Mateja Lovsin Heric¢ AC member (since 28/10/2016) / 2,376 4,591 0 0 6,967
chair (until 27/10/2016)
Slaven Mickovic chair (since 28/10/2016) / 2,376 3,534 7 0 5917
member (until 27/10/2016)
Ignac Dolensek member of the AC 10,950 232 0 11182
Total audit committee members 4,752 19,075 239 24,066
Nomination committee members
Mateja Lovsin Heric¢ Chair of the committee 1,100 0 0 0 1,700
Branko Tomazic¢ (until 11/10/2016) member 660 0 0 0 660
Slaven Mickovic member 880 0 0 0 880
Keith William Morris member 220 0 0 0 220
Total nomination committee 2,860 0 0 0 2,860
members
Fit & proper committee members
Mateja Lovsin Heric Chair of the committee 660 0 0 0 660
Branko Tomazi¢ member (until 11/10/2016) 220 0 0 0 220
Nika Matjan member 0 0 0 0 0
Mateja Zivec member 440 0 0 0 440
Total fit & proper committee 1,320 0 0 0 1,320

members
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Remuneration paid to members of the supervisory board and the audit committee for 2015

Remuneration
Attendance for performing Expenses
(€) fees the function reimbursed Total
Supervisory board members
Branko Tomazi¢ chairman of the SB 2,750 19,500 2,747 24997
Mateja Lovsin Heric¢ deputy chair of the SB 2,750 14,300 0 17,050
Slaven Mickovic member of the SB 2,750 13,000 0 15,750
Martin Albreht member of the SB 1,375 5,778 0 7153
Gorazd Andrej Kunstek member of the SB 2,750 13,000 0 15,750
Keith William Morris member of the SB 2,750 13,000 14,916 30,666
Helena Dretnik member of the SB 1,375 7222 0 8,597
Total supervisory board members 16,500 85,800 17,664 119,963
Audit committee members
Mateja Lovsin Heric chair of the AC 1980 4,875 0 6,855
Slaven Mickovic member of the AC 1980 3,250 0 5,230
Ignac Dolensek member of the AC 0 14175 213 14,388
Total audit committee members 3,960 22,300 213 26,473
Liabilities to members of the supervisory board and audit committee of the supervisory board based on gross
remuneration
®©) 31/12/2016 31/12/2015
Branko Tomazic¢ 0 2,230
Mateja Lovsin Heric¢ 3,381 2,093
Slaven Mickovic 2971 1,849
Gorazd Andrej Kunstek 1908 1,358
Keith William Morris 7145 13,621
Mateja Zivec 2,128 0
Ignac Dolensek 544 4,332
Helena Dretnik 0 1,358
Total 18,078 26,841
Employee remuneration not subject to the tariff section of the collective agreement for 2016
Gross salary Fringe benefits
Gross salary - - variable and other
®©) fixed amount amount benefits Total
Individual employment contracts 2,257,673 23741 137,726 2,632,810
Employee remuneration not subject to the tariff section of the collective agreement for 2015
Gross salary Fringe benefits
Gross salary - - variable and other
©) fixed amount amount benefits Total
Individual employment contracts 2,156,563 298,296 103,504 2,558,363
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Subsidiaries

Investments in and amounts due from Group companies

€) 31/12/2016 31/12/2015
Debt securities and loans granted to Group companies gross 2,834953 2,834,953
Receivables for premiums arising out of reinsurance assumed gross 12,891,949 14722143
Short-term receivables arising out of financing gross 28,091 28,091
Other short-term receivables gross 56,598 204,223
Short-term deferred acquisition costs gross 1,505,595 4,166,332
Total 17,317,186 21,955,742

Liabilities to Group companies

©) 31/12/2016 31/12/2015
Liabilities for shares in reinsurance claims due to Group companies 7434318 7,892,615
Other liabilities from co-insurance and reinsurance 2,648,269 2920,851
Other short-term liabilities 700 12,325,063
Total (excl. provisions) 10,083,287 23,138,529

Liabilities to Group companies by maturity

€) Maturity
31/12/2016 Up to 1year Total
Liabilities for shares in reinsurance claims due to Group companies 7,434,318 7,434,318
Other short-term liabilities to Group companies 2,648,269 2,648,269
Other short-term liabilities 700 700
Total (excl. provisions) 10,083,287 10,083,287
©) Maturity
31/12/2015 Up to 1year Total
Liabilities for shares in reinsurance claims due to Group companies 7,892,615 7,892,615
Other short-term liabilities to Group companies 2,920,851 2,920,851
Other short-term liabilities 12,325,063 12,325,063
Total (excl. provisions) 23,138,529 23,138,529
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Income and expenses relating to Group companies

€) 2016 2015
Gross premiums written 54743175 53,831,181
Change in gross unearned premiums -374,374 338,577
Gross claims payments -28,363915 -35,186,171
Change in the gross claims provision -2,004,124 15,023,978
Income from gross recourse receivables 1,208,540 1,240,505
Change in gross provision for bonuses, rebates and cancellations -162,545 -83,546
Other operating expenses -104,737 -95964
Dividend income 26,308,516 13,004,219
Other investment income 1152 14,233
Interest income 156,454 183,124
Acquisition costs -11,142168 -11,312,604
Change in deferred acquisition costs -2,660,738 -82,038
Other non-life income 15,197 15,556
Total 37,630,433 36,891,050
Investments in governments and majority state-owned companies

€) 31/12/2016 31/12/2015
Interests in companies 7,249,440 8,055,200
Debt securities and loans 41892177 45,005,799
Total 49,141,617 53,060,999
Income and expenses relating to majority state-owned companies

€) 2016 2015
Dividend income 344261 318,644
Interest income 113,677 1,476,119
Exchange gains 700,317 617,108
Other income 0 291951
Total 2,158,254 2,703,822
Characteristics of loans granted to subsidiaries

Borrower Principal Type of loan Maturity Interest rate
Sava nezivotno osiguranje (SRB) 500,000 ordinary 30/06/2017 3.60%
Sava neZivotno osiguranje (SRB) 800,000 ordinary 30/06/2018 290 %
Zavarovalnica Sava 734953 subordinated no maturity 7.00 %
Zavarovalnica Sava 800,000  subordinated no maturity 750 %
Total 2,834,953
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25. SIGNIFICANT
EVENTS AFTER THE
REPORTING DATE

On 7 March 2017, the 32nd general meeting of Sava Re
took place at the Horus Hall of the Austria Trend Hotel
in Ljubljana. The general meeting elected the new su-
pervisory board members for the next four-year term
of office: Ivan Davor Gjivoje (term of office to start on
7 March 2017) and Mateja Lovsin Heri¢, Keith William
Morris and Andrej Kren (term of office to start on 16 July
2017). As of 7 March 2017, the supervisory board of Sava
Re operates with all of its six members.

In 2006 and 2007, Sava Re raised a subordinated debt
in the nominal amount of € 32 million maturing in 2027.
Sava Re raised the subordinated debt to expand the Sava
Re Group to the markets of the former Yugoslavia and
to improve its capital adequacy position in accordance
with the then applicable insurance laws and the Standard
& Poor’s model. In January 2014, Sava Re redeemed € 8
million of the nominal amount of its subordinated debt.
Under the contractual provisions, the remaining nominal
amount of € 24 million can be early repaid as of 2017.
After receiving the approval of the Slovenian Insurance
Supervision Agency, Sava Re repaid the first tranche of
the subordinated debt in the nominal amount of €12 mil-
lion on 15 March 2017. The remaining part of the sub-
ordinated debt in a nominal amount of € 12 million is
scheduled to be repaid in June 2017. After the repay-
ment of the subordinated debt, Sava Re and the Sava
Re Group will maintain a high solvency ratio under the
applicable law. Furthermore, the simulations of models
of rating agencies Standard & Poor’s and A.M. Best have
shown that the early repayment of the subordinated
debt would not affect the capital position so that both
the Company and the Sava Re Group will maintain a solid
target level of capitalisation.
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Appendix A — Financial Statements of the Sava Re Group Pursuant
to Requirements of the Insurance Supervision Agency

Consolidated statement of financial position - assets

€) 31/12/2016 31/12/2015 Index
ASSETS 1,671,189,179  1,607,281,060 104.0
Intangible assets 25,508,583 30,465,315 83.7
Property and equipment 51,887,127 47,217,311 109.9
Non-current assets held for sale 87,488 104,413 83.8
Deferred tax assets 2,326,063 2,371,857 98.1
Investment property 7,933,786 8,040,244 98.7
Financial investments: 1,030,235,239 1,015,056,805 101.5
- in loans and deposits 31,605,347 57721961 54.8
- held to maturity 130,812,195 165,444,270 79.1
- available for sale 858,641,003 773,486,797 m.0
- measured at fair value 9,176,694 18,403,777 499
Funds for the benefit of policyholders who bear the investment risk 224,175,076 214,189,117 104.7
Reinsurers’ and co-insurers’ share of technical provisions 28,444,628 23,877,277 19.1
Assets under investment contracts 121,366,122 111,418,244 108.9
Receivables 127,408,527 130,663,929 97.5
Receivables arising out of primary insurance business 51,340,821 51,510,767 99.7
Receivables arising out of co-insurance and reinsurance business 68,005,582 68,757,586 989
Current tax assets 124,720 1,734,294 72
Other receivables 7937404 8,661,282 91.6
Other assets 17,877,380 19,165,644 93.3
Cash and cash equivalents 33,939,160 4,710,904 720.4
Off-balance sheet items 74,326,907 75,196,608 98.8
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Consolidated statement of financial position - equity & liabilities

€) 31/12/2016 31/12/2015 Index
EQUITY AND LIABILITIES 1,671,189,179 1,607,281,060 104.0
Equity 297,038,327 286,401,678 103.7
Share capital 71,856,376 71,856,376 100.0
Capital reserves 43,681,441 43,388,724 100.7
Profit reserves 120,954,903 112,635,082 107.4
Fair value reserve 17,458,948 12,721,705 137.2
Reserve due to fair value revaluation 351,655 -37,472 -038.4
Retained earnings 36,778,941 23,490,926 156.6
Net profit/loss for the period 9,049,238 24,849,678 36.4
Translation reserve -3,854,182 -3,467155 n.2
Equity attributable to owners of the controlling company 296,277,319 285,437,863 103.8
Non-controlling interest in equity 761,008 963,815 79.0
Subordinated liabilities 23,570,771 23,534,136 100.2
Technical provisions 911,221,323 887,068,500 102.7
Unearned premiums 157,678,496 156,039,680 1011
Technical provisions for life insurance business 269,762,815 262,052,426 1029
Provision for outstanding claims 475157985 459,012,655 103.5
Other technical provisions 8,622,027 9,963,739 86.5
'I"etlz(hnical provision for the benefit of life insurance policyholders who bear the investment 226,994,200 207,590,086 109.3
ris
Other provisions 8,080,877 7,389,695 109.4
Deferred tax liabilities 6,038,631 4,598,731 131.3
Liabilities under investment contracts 121,229,675 111,304,383 108.9
Other financial liabilities 393,996 206,047 191.2
Liabilities from operating activities 48,790,646 54,467,303 89.6
Liabilities from primary insurance business 11910,253 10,968,865 108.6
Liabilities from reinsurance and co-insurance business 36,292,698 39,739,412 91.3
Current income tax liabilities 587,695 3,759,026 15.6
Other liabilities 27,830,733 24,720,501 12.6
Off-balance sheet items 74,326,907 75,196,608 98.8
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Disclosure of off-balance sheet items

®) 2016 2015
Outstanding recourse receivables; 30,992,363 32,488,927
Receivables from the cancellation of subordinated financial instruments 37960,300 37960,300
Other potential reinsurance receivables 1,950,000 1950,000
Contingent assets 70,902,663 72,399,227
€) 2016 2015
Sureties issued 3,121,682 2,729,105
Civil claims 302,561 68,276
Contingent liabilities 3,424,244 2,797,381

67,478,419 69,601,846

Contingent assets and contingent liabilities

In its off-balance sheet items for 2016 and 2015 (where we made a correction relating to the data disclosed in the 2015
annual report), the Group disclosed contingent assets in the amount of the cancelled subordinated instruments regarding
which the Group is continuing activities for the protection of its interests. Thus, in December 2016, claims were filed against

the issuing banks of the cancelled subordinated financial instruments held by the Group.

360

APPENDICES



Consolidated income statement

€ 2016 2015 Index
Net earned premiums 458,101,526 447,559,605 102.4
- gross premiums written 490,205,154 486,264,557 100.8
- written premiums ceded to reinsurers and co-insurers -31,242.514 -30,314,747 1031
- change in unearned premiums -861,114 -8,390,205 10.3
Income from investments in associated companies, of this 0 942,560 -
- Profit from investments in equity-accounted associate companies 0 165,067 -
Investment income 51,094,920 66,209,643 77.2
Other technical income, of this 18,237,409 19,318,601 94.4
- commission income 3,732,607 3,656,904 102.1
Other income 6,489,633 4,647,977 139.6
Net claims incurred -268,393,776  -273,129,823 98.3
- gross claims payments -269,445,796 -271,503134 99.2
- reinsurers’ and co-insurers’ shares 14,819,654 17,718,201 83.6
- change in the provision for outstanding claims 13,767,634 -19,344,890 71.2
Change in other technical provisions -5,254,856 -1,282,026 409.9
Change in technical provisions for policyholders who bear the investment risk 17,442,161 -11,036,450 158.0
Expenses for bonuses and rebates -1,263,545 -580,091 217.8
Operating expenses, of this -159,563,486  -148,918,373 107.1
- Acquisition costs -53,357,004 -48,402,292 110.2
Expenses for investments in associates and impairment losses on goodwill 1,693,699 -2,936,678 57.7
Investment expenses, of this -19,812,763 -38,936,688 50.9
Impairment losses on financial assets not at fair value through profit or loss -594,025 -726,066 81.8
Interest expense -842126 -1161,059 72.5
Other investment expenses -18,376,612 -37,049,563 49.6
Other technical expenses -17,310,937 -20,113,718 86.1
Other expenses -2,518,278 -1,646,568 152.9
Profit/loss before tax 40,669,987 40,097,971 101.4
Income tax expense -7,751,774 -6,732,520 115.1
Net profit/loss for the period 32,918,213 33,365,451 98.7
Net profit/loss attributable to owners of the controlling company 32,824,911 33,377,857 98.3
Net profit/loss attributable to non-controlling interests 93,302 -12,406 -752.1
Basic earnings/loss per share 2.08 2.02 102.7
Diluted earnings/losses per share 2.08 2.02 102.7
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Consolidated statement of comprehensive income

©) 2016 2015 Index
A Technical account - non-life business other than health business
l. Net earned premiums 371,657,357 361,625,905 102.8
1 Gross premiums written 400,787,049 398,103,784 100.7
2. Premiums written for assumed co-insurance (+) 2,834,342 2,076,556 136.5
3. Assumed co-insurance premiums written -1903,366 -1,741,826 109.3
4. Gross reinsurance premiums written () -29,226,036 -28,606,573 102.2
5. Change in gross unearned premiums (+/-) -1,803,241 -7,788,284 23.2
6. Change in unearned premiums, reinsurers’ and co-insurers’ shares (+/-) 968,609 -417752 -2319
1. Allocated investment return transferred from the non-technical account (item D VIII) 0 10,189,248 -
Ill.  Other net technical income 2,571,430 1,807,096 142.3
IV.  Net claims incurred 220,773,136 219,631,377 100.5
1. Gross claims payments 230,503,067 226,978,687 101.6
2. Income from realised gross recourse receivables (-) -6,341,601 -6,863,512 92.4
3. Co-insurers’ shares paid (+/-) 885,969 130,140 680.8
4. Reinsurers’ shares paid (-) -15,705,069 -17,847,385 88.0
5. Change in the gross claims provision (+/-) 13,465,376 3,260,808 4129
6. Change in the reinsurers’ and co-insurers’ share of the claims provision (+/-) -2,034,606 13,972,639 -14.6
V. Change in other net technical provisions (+/-) -2,713,050 -745,489 363.9
VI.  Net expenses for bonuses and rebates 1,263,545 580,091 217.8
VIl.  Net operating expenses 134,041,594 125,057,378 107.2
1. Acquisition costs 46,010,527 44,220,191 104.0
2. Change in deferred acquisition costs (+/-) 1,280,904 -1,488.119 -86.1
3. Other operating expenses 90,481,893 85,981,346 105.2
3.1.  Depreciation/amortisation of operating assets 7,324,832 7,300,706 100.3
3.2.  Personnel costs 54,851953 50,458,699 108.7
3.3.  Costs of services by natural persons not performing business (costs 411,637 436,137 94.4
relating to contracts for services, copyright contracts and relating to
other legal relationships), incl. of contributions
3.4. Other operating expenses 27,893,471 27785,804 100.4
4. Income from reinsurance commission and reinsurance contract profit -3,731,730 -3,656,040 1021
participation (-)
VIII.  Other net technical expenses 6,880,989 6,881,825 100.0
1. Expenses for loss prevention activities 3,077,261 2948168 104.4
2. Contributions for covering claims of uninsured and unidentified vehicles 1,697,697 2,051,831 827
3. Other net technical expenses 2,106,031 1,881,826 mo
IX.  Balance on the technical account - non-life business other than health business 13,982,573 22,217,067 62.9
U+1+11-1V-V-VI-VII-VIII)
B Technical account - life business
I Net earned premiums 86,444,169 85,933,700 100.6
1 Gross premiums written 86,583,690 86,084,202 100.6
2. Premiums written for assumed co-insurance (+) 73 15 486.7
3. Assumed co-insurance premiums written -7,272 -1,516 479.7
4. Gross reinsurance premiums written (-) -105,840 -152,728 69.3
5. Change in gross unearned premiums (+/-) -26,136 3,362 -7774
6. Change in unearned premiums for the reinsurance part (+/-) -346 365 -94.8
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1. Investment income 1,164,364 10,781,353 103.6
1. Income from participating interests 281,365 307,330 9.6
2. Income from other investments 9,900,899 9,782,530 101.2
21. Income from land and buildings 666 261 255.2
2.2.  Interestincome 9,464,357 9,538,039 99.2
2.3.  Otherinvestmentincome 435,876 244,230 178.5
2.3.1Financial income from revaluation 287,532 133,522 215.3
2.3.2 Other financial income 148,344 110,708 134.0
4. Gains on disposal of investments 982,100 691,493 142.0
lll.  Netunrealised gains on investments of life insurance policyholders who bear the 17,958,678 26,631,788 67.4
investment risk
IV.  Other net technical income 2,315,479 1,064,289 0.0
V. Net claims incurred 47,620,640 53,498,446 89.0
1. Gross claims payments 45,284,330 51,387,959 88.1
3. Reinsurers’ shares paid () -554 -956 58.0
3.3 Reinsurers’ share for other companies -554 -956 58.0
4. Change in the gross claims provision (+/-) 2,367,518 2,112,212 n21
5. Change in the provision for outstanding claims for reinsurance (+/-) -30,654 -769 3986.2
VI.  Change in diverse other net technical provisions (+/-) 25,410,067 13,063,965 194.5
1. Change in the mathematical provision 25,410,067 13,063,391 194.5
11, Change in the gross mathematical provision (+/-) 25,410,067 13,063,354 194.5
1.2. Changein the reinsurers’ share (+/-) 0 37 -
2. Change in other net technical provisions (+/-) 0 574 -
2.1, Changein gross other technical provisions (+/-) 0 574 -
VIIl. Net operating expenses 21,789,285 20,204,091 107.9
1. Acquisition costs 5,872,023 5,633,492 104.2
2. Change in deferred acquisition costs (+/-) 193,550 36,728 5270
3. Other operating expenses 15,724,589 14,534,735 108.2
3. Depreciation/amortisation of operating assets 292,352 285,036 102.6
3.2.  Personnel costs 9,535,510 9,098,584 104.8
3.3.  Costs of services by natural persons not performing business (costs 79,794 57,352 1391
relating to contracts for services, copyright contracts and relating to
other legal relationships), incl. of contributions
3.4. Other operating expenses 5,816,933 5,093,763 14.2
3.41 Other operating expenses for other companies 5,816,933 5,093,763 114.2
4. Income from reinsurance commission and reinsurance contract profit -877 -864 101.5
participation (-)
4.3 Income from reinsurance commission for other companies -877 -864 101.5
IX.  Investment expenses 957,108 844,509 13.3
1. Depreciation of investments not necessary for operations 1,342 1,824 73.6
2. Asset management expenses, interest expenses and other financial expenses 120,607 16,314 739.3
3. Financial expenses from revaluation 380,165 98,347 386.6
4. Losses on disposal of investments 454994 728,024 62.5
X. Net unrealised losses on investments of life insurance policyholders who bear the 11,256,348 25,930,786 43.4
investment risk
Xl.  Other net technical expenses 238,526 155,741 153.2
2. Other net technical expenses 238,526 155,741 153.2
XIl.  Allocated investment return transferred to the non-technical account (item D V) (-) 0 63,123 -
Xlll.  Balance on the technical account - life business (I1+11+111+IV-V+VI-VII-VIII-IX-X-XI-XI1) 10,610,716 10,650,469 99.6
C. Non-technical account
I Balance on the technical account - non-life business (A X) 13,982,573 22,217,067 62.9
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1. Balance on the technical account - life business (B XII1) 10,610,716 10,650,469 99.6

1l Investment income 22,262,118 29,930,828 74.4

1 Income from participating interests 1,003,035 1,863,504 53.8

1.3. Income from participating interests in other companies 1,003,035 920,944 1089

2. Income from other investments 19,188,352 25,730,673 74.6

21, Income from land and buildings 289,574 191,505 151.2

- in other companies 289,574 191,505 151.2

2.2.  Interestincome 11,769,299 13,099,133 899

- in other companies 11,759,160 13,099,133 89.8

2.3.  Otherinvestmentincome 729,479 12,440,035 573

2.3.1 Financial income from revaluation 7.119,487 12,432912 573

- in other companies 719,487 12,432912 57.3

2.3.2 Other financial income 9992 7123 140.3

- in other companies 9992 7123 140.3

4. Gains on disposal of investments 2,070,731 2,336,651 88.6

V. Allocated investment return transferred to the technical account - life business (B XII) 0 63,123 -

VIl.  Investment expenses 9,413,871 15,181,037 62.0

1. Depreciation of investments not necessary for operations 119,523 81,142 147.3

2. Asset management expenses, interest expenses and other financial expenses 854,588 1,173,588 72.8

3. Financial expenses from revaluation 7.764,546 12,819,853 60.6

4. Losses on disposal of investments 675,214 1,106,454 61.0

VIIl.  Allocated investment return transferred to the technical account for non-life business 0 10,189,248 -
other than health business (A )

IX.  Other technical income 9,327,653 12,598,546 74.0

1. Other income from non-life business other than health business 9,284,674 12,418,208 74.8

2. Other income from life business 42979 180,338 23.8

X. Other technical expenses 10,070,557 12,993,186 77.5

1 Other expenses for non-life business other than health business 9,698,894 12,805,201 75.7

2. Other expenses for life business 371,663 187985 1977

Xl.  Otherincome 6,489,633 4,647,977 139.6

1. Other non-life income 5,462,265 3,629915 150.5

2. Other expenses for life business 1,027,368 1,018,062 1009

Xll.  Other expenses 2,518,278 1,646,569 152.9

1. Other non-life expenses 2,451,710 1,615,326 151.8

2. Other expenses for life business 66,568 31,243 2131

Xll.  Profit/loss for the year before tax (I+11+11I+IV+V+VI-VII-VIII+IX-X+XI-XII) 40,669,987 40,097,971 101.4

1. Profit/loss for the period for non-life business 29,427,155 28,405,207 103.6

2. Profit/loss for the period for life business 11,242,832 11,692,764 96.2

XIV. Tax on profit 7,749,007 7,879,068 98.4

11 Tax on profit from non-life business 5,865,758 5937785 98.8

1.2. Taxon profit for life business 1,883,249 1,941,283 97.0

XV. Deferred tax 2,767 -1,146,548 -0.2

11 Deferred tax for non-life business 59,846 -1145,571 -5.2

1.2.  Deferred tax for life business -57,079 -977 58423

XVI. Net profit/loss for the period (XI1I-XIV+XV) 32,918,213 33,365,451 98.7

Breakdown of profit/loss
- From non-life insurance business 23,501,551 23,612,993 99.5
- From life business 9,416,662 9,752,458 96.6
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Calculation of comprehensive income

l. Profit/loss for the year, net of tax 32,918,213 33,365,451 98.7
1. Other comprehensive gain, net of tax (1+2+3+4+5+6+7+8+9+10) 4,742,032 -5,747,397 -82.5
a) Items that will not be reclassified subsequently to profit or loss 389,853 108,540 359.2
5. Other items that will not be reclassified subsequently to profit or loss 393,647 105,795 3721
6. Tax on items that will not be reclassified subsequently to profit or loss -3,794 2,745 -138.2
b) Items that may be reclassified subsequently to profit or loss 4,352,179 -5,855,937 -74.3
1. Net gains/losses on remeasuring available-for-sale financial assets 6,220,370 -7,018,209 -88.6
3. Net gains/losses attributable to the Group relating to investments in equity- 0 -33,187 -
accounted associate companies and jointly-controlled companies
4. Tax on items that may be reclassified subsequently to profit or loss -1,479,133 1,170,632 -126.4
5. Exchange differences on translating foreign operations -389,058 24,827 -1567.1
lll.  Total comprehensive income (I + II) 37,660,245 27,618,054 136.4
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Appendix B — Financial Statements of Sava Re Pursuant to
Requirements of the Insurance Supervision Agency

Statement of financial position

€) 31/12/2016 31/12/2015 Index
ASSETS (A-F) 568,147,764 570,886,710 99.5
A. Intangible assets 832,567 666,490 124.9
B. Property and equipment 7,753,202 2,455,343 315.8
D. Deferred tax assets 1,373,436 2,285,448 60.1
E. Investment property 3,122,076 2,999,742 104.1
F. Financial investments in Group companies and associates 191,640,382 208,231,721 92.0
G. Financial investments 249,948,775 242,633,203 103.0
- in loans and deposits 13,069,414 13,457,000 971

- Held to maturity 2,074,813 2,074,258 100.0
Available for sale 233,517,137 223,973,704 104.3

- measured at fair value 1,287,411 3,128,241 41.2

l. Amount of technical provisions transferred to reinsurers and co-insurers 18,203,912 16,026,358 13.6
K. Receivables 79,836,627 84,425,749 94.6
2. Receivables arising out of co-insurance and reinsurance business 79,603,551 82,453,006 96.5

3. Current tax assets 0 1,633,620 -

4. Other receivables 233,076 339123 68.7

L. Other assets 7,446,968 10,876,706 68.5
M. Cash and cash equivalents 7,989,819 285,950 279441
N. Off-balance sheet items 12,356,000 12,119,172 102.0
EQUITY AND LIABILITIES (A-H) 568,147,764 570,886,710 99.5
A. Equity 270,355,622 263,679,403 102.5
1. Share capital 71,856,376 71,856,376 100.0
2. Capital reserves 54,239,757 54,239,757 100.0
3. Profit reserves 122,065,310 113,855,967 107.2
4. Fair value reserve 3,785,553 3,006,703 1259
S. Reserve due to fair value revaluation 1,765 -42,835 41
6. Retained earnings 9,283,163 12,769,646 727
7. Net profit/loss for the period 9,127,228 7993,789 14.2
B. Subordinated liabilities 23,570,771 23,534,136 100.2
C. Technical provisions 226,207,479 220,901,954 102.4
1. Unearned premiums 43,345,415 46,546,065 931
3. Provision for outstanding claims 182,167,780 173,912,911 104.8
4. Other technical provisions 694,284 442978 156.7
E. Other provisions 331,802 347,277 95.5
I Otbher financial liabilities 104,280 91,897 13.5
J. Liabilities from operating activities 43,797,970 47,871,910 91.5
2. Liabilities from reinsurance and co-insurance business 43,723,843 47871910 91.3
3. Current income tax liabilities 74127 0 -
K. Otbher liabilities 3,779,840 14,460,133 26.1
L. Off-balance sheet items 12,356,000 12,119,172 102.0
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Disclosure of off-balance sheet items

©) 2016 2015
Receivables from the cancellation of subordinated financial instruments 10,038,000 10,038,000
Other potential reinsurance receivables 1,950,000 1,950,000
Contingent assets 11,988,000 11,988,000
©€) 2016 2015
Sureties issued 158,000 131172
Civil claims 210,000 0
Contingent liabilities 368,000 131,172
Contingent assets and contingent liabilities 11,620,000 11,856,828

In its off-balance sheet items for 2016 and 2015 (where
we made a correction relating to the data disclosed in the
2015 annual report), the Company disclosed contingent
assets in the amount of the cancelled subordinated instru-
ments regarding which the Company is continuing activi-

Income statement

ties for the protection of its interests. Thus, in December
2016, claims were filed against the issuing banks of the
cancelled subordinated financial instruments held by the
Company.

€) 2016 2015 Index
Net earned premiums 133,428,875 125,479,297 106.3
- gross premiums written 147,426,893 151,982,421 97.0
- written premiums ceded to reinsurers and co-insurers -17.548,733 -18,368,925 95.5
- change in unearned premiums 3,550,715 -8,134,199 -437
Income from investments in subsidiaries and associates 26,308,516 13,004,219 202.3
Investment income 12,880,066 18,675,409 69.0
Other technical income, of this 9,263,194 9,809,545 94.4
- commission income 2,813,943 2,605,901 108.0
Other income 33,974 82,496 41.2
Net claims incurred -81,781,565 -86,680,582 94.3
- gross claims payments -85,165,592 -89,689,537 95.0
- reinsurers’ and co-insurers’ shares 9,811,408 13,750,771 7.4
- change in the provision for outstanding claims -6,427,381 -10,741,816 59.8
Change in other technical provisions -88,760 -121,984 72.8
Expenses for bonuses and rebates -162,545 -83,193 195.4
Operating expenses, of this -47,288,975 -40,229,226 117.5
- Acquisition costs -36,659,727 -30,953,238 18.4
Expenses for investments in subsidiaries and associates -4,330,782 -4,870,049 88.9
Investment expenses, of this -7,132,879 -11,187,465 63.8
- impairment loss on financial assets not measured at fair value through profit or loss -330,740 -713,284 46.4
Other technical expenses -6,033,695 -7,139,116 84.5
Other expenses -118,284 -2 5,914,200.0
Profit/loss before tax 34,977,140 16,739,349 209.0
Income tax expense -2,103,323 -547,447 384.2
Net profit/loss for the period 32,873,817 16,191,902 203.0
Basic earnings/loss per share 2.08 0.98 211.9
Diluted earnings/losses per share 2.08 0.98 211.9
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Statement of comprehensive income

©) 2016 2015 Index
A Technical account - non-life business other than health business
I Net earned premiums 133,428,875 125,479,297 106.3
1 Gross premiums written 147,426,893 151,982,421 97.0
4 Gross reinsurance premiums written () -17548,733 -18,368,925 95.5
S. Change in gross unearned premiums (+/-) 3,200,650 -7,457.308 -429
6 Change in unearned premiums, reinsurers’ and co-insurers’ shares (+/-) 350,065 -676,891 -51.7
1. Allocated investment return transferred from the non-technical account (item D 0 7,484,521 -
Vi
V. Net claims incurred 81,781,565 86,680,582 94.4
1. Gross claims payments 86,397922 90,952,440 95.0
2. Income from realised gross recourse receivables (-) -1,232,330 -1,262903 976
4. Reinsurers’ shares paid () -9,811,408 -13,750,771 N4
Change in the gross claims provision (+/-) 8,254,869 -3,418,581 -241.5
6. Change in the reinsurers’ and co-insurers’ share of the claims provision (+/-) -1,827,488 14,160,397 -129
V. Change in other net technical provisions (+/-) 88,760 121,984 72.8
VI.  Net expenses for bonuses and rebates 162,545 83,193 195.4
VIl.  Net operating expenses 44,475,032 37,623,325 118.2
1 Acquisition costs 33,061,396 32,445,281 1019
2. Change in deferred acquisition costs (+/-) 3,598,331 -1,492,043 2412
3. Other operating expenses 10,629,248 9,275,988 14.6
3. Depreciation/amortisation of operating assets 340,371 289,196 "7
3.2.  Personnel costs 6,693,833 6,073,065 10.2
3.3.  Costs of services by natural persons not performing business (costs 179,111 168,909 106.0
relating to contracts for services, copyright contracts and relating to
other legal relationships), incl. of contributions
3.4.  Other operating expenses 3,415933 2,744 818 124.5
4. Income from reinsurance commission and reinsurance contract profit -2,813,943 -2,605901 108.0
participation (-)
VIII.  Other net technical expenses 186,327 164,145 13.5
1. Expenses for loss prevention activities 26 9 2889
3. Other net technical expenses 186,301 164,136 1n3.5
IX.  Balance on the technical account - non-life business other than health business 6,734,646 8,290,590 81.2

(+1+11-IV+V-VI-VII-VIII)
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Statement of comprehensive income - continued

€ 2016 2015 Index
C. Non-technical account
l. Balance on the technical account - non-life business other than health business (A X) 6,734,646 8,290,590 81.2
Ill.  Investment income 39,319,827 31,693,861 1241
1. Income from participating interests 27,051,488 13,730,032 197.0
11 Income from participating interests in Group companies 26,308,516 13,004,219 0.0
1.3. Income from participating interests in other companies 742972 725,813 102.4
2. Income from other investments 11,492,029 16,995,327 67.6
AR Income from land and buildings 131,245 14,233 9221
- in Group companies 1,152 14,233 78.4
- in other companies 120,093 0 -
2.2.  Interestincome 4,427975 4710946 94.0
- in Group companies 191,271 255998 747
- in other companies 4,236,704 4,454 948 951
2.3.  Otherinvestmentincome 6,932,809 12,270,148 56.5
2.3.1 Financial income from revaluation 6,926,024 12,264,857 56.5
- in other companies 6,926,024 12,264,857 56.5
2.3.2 Other financial income 6,785 5,291 128.2
- in other companies 6,785 5,291 128.2
4. Gains on disposal of investments 776,310 968,502 80.2
V. Investment expenses 11,522,976 16,059,304 71.8
1. Depreciation of investments not necessary for operations 59,315 1,790 33137
2. Asset management expenses, interest expenses and other financial expenses 846,288 904,803 93.5
3. Financial expenses from revaluation 10,226,671 14,620,688 70.0
4. Losses on disposal of investments 390,702 532,023 73.4
VI.  Allocated investment return transferred to the technical account for non-life business 0 7,484,521 -
other than health business (A 1)
VII.  Other technical income 6,318,006 7,189,411 87.9
1. Other income from non-life business other than health business 6,318,006 7189,411 879
VIII.  Other technical expenses 5,788,053 6,973,181 83.0
1 Other expenses for non-life business other than health business 5,788,053 6,973,181 83.0
IX.  Otherincome 33,974 82,496 41.2
1. Other non-life income 33974 82,496 1.2
X. Other expenses 118,284 2 5914200.0
1. Other non-life expenses 118,284 2 5914200.0
Xl.  Profit/loss for the year before tax (I+I1+II+IV-V-VI+VII-VIII+IX-X) 34,977,140 16,739,350 209.0
1 Profit/loss for the period for non-life business 34977140 16,739,350 209.0
XIV. Tax on profit 1,467,243 1,514,883 96.9
11 Tax on profit from non-life business 1,467,243 1,514,883 969
XV. Deferred tax 636,080 -967,436 -65.8
11. Deferred tax for non-life business 636,080 -967,436 -65.8
XVI. Net profit/loss for the period (XIII-XIV+XV) 32,873,817 16,191,902 203.0
Breakdown of profit/loss
- From non-life insurance business 32,873,817 16,191902 203.0
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Statement of comprehensive income - continued

©) 2016 2015 Index
D. Calculation of comprehensive income

l. Net profit/loss for the year 32,873,817 16,191,902 203.0

1. Other comprehensive gain, net of tax (1+2+3+4+5+6+7+8+9+) 819,920 1,377,871 -59.5

a) [tems that will not be reclassified subsequently to profit or loss 41,070 -26975 -152.3

5. Other items that will not be reclassified subsequently to profit or loss 44,864 -27,705 -1619

6. Tax on items that will not be reclassified subsequently to profit or loss -3,794 730 -519.7

b) Items that may be reclassified subsequently to profit or loss 778,850 -1,350,896 -577

1. Net gains/losses on remeasuring available-for-sale financial assets 1,050,990 -1,627,587 -64.6

S. Tax on items that may be reclassified subsequently to profit or loss -272,140 276,691 -98.4

lll.  Comprehensive income for the year, net of tax (I + II) 33,693,737 14,814,031 227.4
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Appendix C — Glossary of Selected Terms and Calculation Methods for Indicators

Accounting currency. A local currency used in the accounting
documentation. Reinsurance contracts may be accounted

for using various accounting currencies. Generally, this is the
currency in which are denominated liabilities and receivables

in relation to the cedant, and hence also the reinsurer.

Composite insurer. Insurer that writes both life and non-life

business.

Administrative expense ratio. The ratio of operating expens-
es net of acquisition costs and change in deferred acquisition

costs as a percentage of gross premiums written.

Comprehensive income. The sum of net profit for the period
and other comprehensive income for the period, net of tax.
The latter comprises the effects of other gains and losses not
recognised in the income statement that affect equity, mainly

through the fair value reserve.

Associate. An entity over which the investor has significant
influence (the power to participate in the financial and oper-
ating policy decisions) and that is neither a subsidiary nor an

interest in a joint venture.

Concentration risk. The risk that due to excessive concentra-
tion of investments in a geographic area, economic sector or
issuer, unfavourable movements could result in a concurrent

decrease in the value of investments.

Book value per share. Ratio of total equity to weighted aver-

age number of shares outstanding.

Consolidated book value per share. Ratio of consolidated to-

tal equity to weighted average number of shares outstanding.

Business continuity plan. Document comrising procedures
for ensuring continuity of key business processes and sys-
tems. The contingency plan is an integral part of the business
continuity plan, setting out technical and organisational meas-
ures to return to normal operation and minimise the conse-

quences of severe business disruptions.

Consolidated earnings per share. Ratio of net profit/loss
attributable to equity holders of the controlling company
as a percentage of the weighted average number of shares

outstanding.

BVAL price. Engl. Bloomberg valuation price. The price ob-

tained from the Bloomberg information system.

Capital fund. Assets representing the capital of the Company.

Credit risk. The risk of loss or of adverse change in the finan-
cial situation, resulting from fluctuations in the credit standing
of issuers of securities, counterparties and any debtors to
which insurance and reinsurance undertakings are exposed, in
the form of counterparty default risk, or spread risk, or mar-

ket risk concentrations.

CBBT price. Engl. Composite Bloomberg Bond Trader price.
Closing price available in the Bloomberg information system
based on binding bids.

Currency risk. The sensitivity of the values of assets, liabilities
and financial instruments to changes in the level or in the vol-

atility of currency exchange rates.

Cedant, cede, cession. A cedant is the client of a reinsurance
company. To cede is to transfer part of any risk an insurer has
underwritten to a reinsurer. The part thus transferred to any

reinsurer is called a cession.

Dividend yield. Ratio of dividend per share to the price per

share two days after the general meeting.

Earnings per share. Ratio of net profit/loss as a percentage of

the weighted average number of shares outstanding.

Chief Operating Decision Maker (CODM). CODM may refer
to a person responsible for monitoring an operating segment
or to a group of persons responsible for allocating resources,
and monitoring and assessing performance. CODM is a func-

tion and not a title.

EIOPA. European Insurance and Occupational Pensions
Authority.

Eligible own funds. The value of own funds eligible to cover

the solvency capital requirement.

Claims payments. Claims and benefits booked during a given
period for claims resolved either fully or in part, including loss
adjustment expenses. Gross/net - before/after deduction

of reinsurance. Gross claims paid are gross claims payments
less subrogation receivables. Net claims paid is short for net

claims payments.

Equity risk. The sensitivity of the values of assets, liabilities
and financial instruments to changes in the level or in the vol-

atility of market prices of equities.

Claims risk. The risk that the number of claims or the average

claim amount will be higher than expected.

Excess of loss reinsurance. A type of reinsurance in which the
insurer agrees to pay a specified portion of a claim and the

reinsurer agrees to pay all or a part of the claim above the

specified currency amount or “retention”.
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Facultative reinsurance. A type of reinsurance under which
the ceding company has the option to cede and the reinsurer
has the option to accept or decline individual risks of the un-
derlying policy. Typically used to reinsure large individual risks
or for amounts in excess of limits on risks already reinsured

elsewhere.

Life insurance liability fund. Assets covering mathematical

provisions.

Liquidity risk. The risk that insurance and reinsurance under-
takings are unable to realise investments and other assets in

order to settle their financial obligations when they fall due.

FATCA. Foreign Account Tax Compliance Act; for details see
http://www.sava-re.si/en/o-druzbi/FATCA/

Market risks. Include interest rate risk, equity risk and curren-
cy risk.

Financial investments. Financial investments do not include
financial investments in associates, investment property nor

cash and cash equivalents.

Gross claims paid. Claims and benefits booked during a given
period for claims resolved either fully orin part, including loss
adjustment expenses, and net of recourse receivables. Gross

claims paid are claims before deduction of reinsurance.

Minimum capital requirement (MCR). The minimum capital
requirement must be equal to the amount of eligible own
funds under which policyholders, insured persons and other
beneficiaries under insurance contracts would be exposed to
an unacceptable risk level if the undertaking were allowed to

continue operations.

Gross expense ratio. The ratio of operating expenses as a per-

centage of gross premiums written.

Net claims incurred. Net claims payments (short: net claims
paid) in the period gross of the change in the net provision for

outstanding claims.

Gross incurred loss ratio. Gross claims paid, including the
change in the gross provision for outstanding claims, as a
percentage of gross premiums written gross of the change in

gross unearned premiums.

Net claims paid. Claims and benefits booked during a given
period for claims resolved either fully or in part, including loss
adjustment expenses, and net of recourse receivables and
reinsurers’ and co-insurers’ share of claims paid. Gross claims

paid are gross claims payments less subrogation receivables.

Gross operating expenses. Operating expenses, excluding

commission income.

Gross premiums written. The total premiums on all policies
written or renewed during a given period regardless of what
portions have been earned. Gross premiums written are pre-

miums before deduction of reinsurance.

Net combined ratio. Ratio of total expenses net of invest-
ment expenses as a percentage of total income net of invest-

mentincome.

Net expense ratio. The ratio of operating expenses, net of

commission income, as a percentage of net earned premiums.

Gross/net. In insurance terminology, the terms gross and
net usually denote figures before and after deduction of

reinsurance.

Net incurred loss ratio. Net claims incurred gross of the
change in other technical provisions as a percentage of net

premiums earned.

IBNER. Provision for claims that are Incurred But Not Enough

Reported.

IBNR. Provision for claims that are Incurred But Not

Reported.

Insurance density. The ratio of gross premiums written as a

percentage of the number of inhabitants.

Insurance penetration. The ratio of gross premiums written as

a percentage of gross domestic product.

Interest rate risk. The sensitivity of the values of assets, liabil-
ities and financial instruments to changes in the term struc-

ture of interest rates, or in the volatility of interest rates.

Investment portfolio. The investment portfolio includes fi-
nancial investments in associates, investment property, and

cash and cash equivalents.

Net investment income of the investment portfolio.
Calculated from income statements items: income from in-
vestments in subsidiaries and associates + investment income
+income from investment property - expenses for invest-
ments in subsidiaries and associates - expenses for financial
assets and liabilities — expenses for investment property.
Income from and expenses for investment property are in-
cluded in the other income / other expenses item. Net invest-
ment income of the investment portfolio does not include
net unrealised gains/losses on investments of life insurance
policyholders who bear the investment risk as these do not
affect the income statement. These items move in line with
the mathematical provision of policyholders who bear the

investment risk.

Net operating expenses. Operating expenses net of commis-

sion income.

Liability fund. Assets covering technical provisions.
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Net premiums earned. Net premiums written for a given peri-

od adjusted for the change in net unearned premiums.
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Net premiums written. The total premiums on all policies
written or renewed during a given period regardless of what
portions have been earned. Net premiums written are premi-

ums after deduction of reinsurance.

Net retention risk. The risk that higher retention of insurance
loss exposures results in large losses due to catastrophic or

concentrated claims experience.

Proportional reinsurance. A reinsurance arrangement where-
by the reinsurer indemnifies a ceding company for a pre-
agreed proportion of premiums and losses of each policy that
the ceding company has underwritten. It can be subdivided
into two main types: quota-share reinsurance and surplus

reinsurance.

Net/gross. n insurance terminology, the terms gross and
net usually denote figures before and after deduction of

reinsurance.

RBNS. Provision for claims that are Reported But Not
Settled.

Non-proportional reinsurance (excess reinsurance). A rein-
surance arrangement whereby the reinsurer indemnifies a
ceding company above a specified level (usually a monetary
amount) of losses that the ceding company has underwrit-
ten. A deductible amount is set and any loss exceeding that

amount is paid by the reinsurer.

Recourse receivables. Amount of recourse claims which were
recognised in the period as recourse receivables based on (i)
any agreement with any third parties under recourse issues,
(i) court decisions, or (iii) for credit business - settlement of

insurance claim.

Reputation risk. Risk of loss due to the Company’s negative
image as perceived by its policyholders, business partners,

owners and investors, supervisors or other stakeholders.

Operational limit. Operational limits for particular areas are
determined on the basis of expressed risk tolerance limits. In
absolute terms, this is the maximum amount acceptable for
a particular risk so that the Company remains within its risk

appetite framework.

Required solvency margin. The minimum solvency margin
capital requirement calculated in accordance with the rules
based on Solvency I. The capital level representing the first
threshold that triggers measures related to the Insurance

Supervision Agency in the event that it is breached.

Operational risk. The risk of loss arising from inadequate or
failed internal processes, personnel or systems, or from ex-

ternal events.

Reserving risk. The risk that technical provisions will be

inadequate.

ORSA. Own risk and solvency assessment: an own assess-
ment of the risks associated with an insurer’s business and
strategic plan, and the sufficiency of own funds to support

those risks

Retention ratio. Ratio of net premiums written as a percent-

age of gross premiums written.

OTC market. Engl. Over-The-Counter market. OTC market

transactions are transactions outside the regulated market.

Paid loss ratio. The ratio of gross claims paid as a percentage

of gross premiums written.

Premiums written. The total premiums on all policies written
or renewed during a given period regardless of what portions
have been earned. Gross/net - before/after deduction of

reinsurance.

Retention. The amount or portion of risk (loss) that a ceding
company retains for its own account, and does not reinsure.
Losses and loss expenses in excess of the retention level are
then paid by the reinsurer to the ceding company up to the
limit of indemnity, if any, set out in the reinsurance contract.
In proportional reinsurance, the retention may be a percent-
age of the original policy’s limit. In non-proportional insur-
ance, the retention is usually a monetary amount of loss, a

percentage of loss or a loss-to-premium ratio.

Retrocession. The reinsurance bought by reinsurers; a trans-

action by which a reinsurer cedes risks to another reinsurer.

Pricing risk. The risk that (re)insurance premiums charged will
be insufficient to cover future obligations arising from (re)

insurance contracts.

Return on equity (ROE). The ratio of net profit for the period

as a percentage of average equity in the period.

Primary insurer. Insurance company that has a direct con-
tractual relationship with the holder of the insurance policy

(private individual, firm or organisation).
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Return on the investment portfolio. The ratio of net invest-
ment income of the investment portfolio to average invested
assets. It includes the following statement of financial posi-
tion items: investment property, financial investments in sub-
sidiaries and associates, financial investments and cash and
cash equivalents. The average amount is calculated based on
figures at the financial statement date and at the end of the

prior year.
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Risk appetite. The level of risk that a company is willing to
take in pursuit of its strategic objectives. It is determined
based on the acceptable solvency ratio, ratio of high-quali-
ty liquid assets as a percentage of the investment portfolio,

profitability of insurance products and reputation risk.

Risk register. Catalogue of all identified risks maintained reg-

ularly updated by the Company.

Solvency capital requirement (SCR). Level of capital calculat-
ed as prescribed by law based on all measurable risks, includ-
ing life and non-life insurance risk, health insurance risk, mar-

ket risk, counterparty default risk and operational risk.

Solvency ratio. The ratio of eligible own funds as a percentage
of the SCR. A solvency ratio in excess of 100 per cent indi-

cates that the firm has sufficient resources to meet the SCR.

Solvency ratio. The ratio of the available solvency margin as a

percentage of the required solvency margin.

Standard formula. Formulas laid down by Solvency Il regula-

tions for the calculation of the Solvency Capital Requirement.

Strategic risk. Risk of unexpected decline in the company’s
value due to adverse impact of wrong business decisions,
changes to the business or legal environment and market

development.

Subsidiary entity. An entity that is controlled by another
entity.

Transaction currency. The currency in which reinsurance con-

tract transactions are processed.

Underwriting result. Profit or loss realised from insurance
operations as opposed to that realised from investments or

other items.

Underwriting risk. The risk of loss or of adverse change in the
value of insurance liabilities, due to inadequate pricing and

provisioning assumptions.

Unearned premiums. The portion of premiums written that

applies to the unexpired portion of the policy period and is

attributable to and recognised as income in future years.
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