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KEY FINANCIALS

Sava Re Group Sava Re

517,233,431 490,205,154  153,219752 147,426,893
Year-on-year change 55% 0.8% 3.9% -3.0%

470,865993 458101526 130,864,620 133,428,875
Year-on-year change 2.8% 2.4% -1.9% 6.3%
T — 309,727,160  269,445796 83525449 85,165,592

Year-on-year change 14.9% -0.8% -1.9% -5.0%
296,103,320 268,393,776 78,583,967 81,781,565
Year-on-year change 10.3% -1.7% -3.9% -5.7%

Net incurred loss ratio, excluding exchange 60.5% 58.2% 65.0% 60.2%
differences
Obperating expenses, including reinsurance 154,091,460 155,830,879 41178,447 44,475,032

commission iIncome

Year-on-year change -11% 7.3% -7.4% 18.2%

Net combined ratio, excluding exchange 95.5% 94.6% 96.5% 93.6%

differences

Net inv. income of the investment portfolio 15,731,567 24,612,812 25,332,985 27,684,549
Return on the investment portfolio 1.5% 2.4% 5.6% 6.0%

Net inv. income of the investment portfolio, 21,662,931 23,122,262 30,816,526 26,323,674
excluding exchange differences

Return on the investment portfolio, excluding 2.0% 2.2% 6.8% 5.8%
exchange differences
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© Sava Re Group Sava Re
2017 2016 2017 2016

Profit or loss before tax 39,880,983 40,669,987 34,763,864 34,977,140
Year-on-year change 1.9% 14% -0.6% 109.0%
Profit or loss, net of tax 31,094,908 32,918,213 32,974,192 32,873,817
Year-on-year change -5.5% 1.3% 0.3% 103.0%
Comprehensive income 32,790,903 37,660,245 33,008,694 33,693,737
Year-on-year change 12.9% 36.4% -2.0% 127.4%

31112/2017 31/12/2016 31112/2017 31/12/2016
Total assets 1,708,348,067  1,671,189,179 580,886,180 568,147,764
4.0% 2.2% -0.5%

Change on 31 Dec of prior year 2.2%

Shareholders’ equity 316,116,895 297,038,327 290,966,155 270,355,622

3.7% 7.6% 2.5%

Change on 31 Dec of prior year 6.4%

1,109,770,895 212,565,592 208,003,567
3.6% 2.2% 1.5%

Net technical provisions 1,127,139,014

Change on 31 Dec of prior year 1.6%

Book value per share

Net earnings/loss per share

No. of employees (full-time equivalent basis) 2,388.77 2,487.94 96.50 94.58

Solvency ratio under Solvency Il rules - 204% - 264%

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.
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Shared value$%

in the positive atmospie
we create, in our day-to-
day operations, in the way
we conduct ourselves,
communicate, and in the
relationships we develop
and the decisions we make.

Miha N. and Tjasa V.
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The Sava Re Group

again achieved growth
N gross premiums
written in 201/ —

and across all of our
operating segments.
Compared to the
Drevious year, we
generated 2.5% more
premium income,
exceeding our target
orowth rate.
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T LETTER FROM THE CHAIRMAN
OF THE MANAGEMENT BOARD'

Year of premium growth in all markets

The Sava Re Group has again achieved growth in
gross premiums written in 2017 - and across all of our
operating segments. Compared to the previous year,
we generated 5.5% more premium income, exceed-
ing our target growth rate.

For Zavarovalnica Sava, this was the first year follow-
ing the successful merger of the Group’s EU-based
insurance companies from which it emerged with
a new name and visual identity. We believe that it
performed well, exceeding its planned synergy gains
related to the merger as reflected in the favourable
ratio of expenses to gross premiums written. In Slo-
venia, non-life insurance premiums grew by 5.7%,
while life insurance premiums rose by 3.7%.

We are also satisfied with the almost 10% growth
posted by our insurance companies abroad, and this
in both key segments of our insurance operations.

And, of course, we are satisfied with the return figure
achieved in the face of the number of large weath-
er-related events that occurred in 2017. While the
profit of Zavarovalnica Sava was impacted by storm
losses, the performance of the reinsurance portfo-
lio (excluding exchange differences) fell short of the
2016 result owing to a number of large loss events in
the international market (such as the storms in the
USA and the flooding of a mine in Russia). The Group
generated a net profit of €31.1 million, corresponding
to a 10.1% return on equity. With a 19.5% increase
in the share price over the year and a 5.1% dividend
yield, we feel the Sava Re POSR share is becoming
an attractive investment opportunity for both insti-
tutional and retail investors.

Year of growth and expansion into
complementary areas

In line with its adopted strategy, the Sava Re Group
entered the assistance services market in 2017,
which will give the Group members further room to
unlock synergy benefits related to motor, health and
homeowners insurance. By acquiring the company
TBS Team 24, the Group gained an efficient and
high-quality call centre of international repute, with
many years of experience providing assistance ser-
vices. | believe that this will provide our products with
an additional competitive advantage and our policy-
holders with better service in case of loss events.

To expand our pension insurance activities, Sava
Re signed a deal to acquire 100% of the Macedo-
nia-based NLB Nov penziski fond from Skopje, thus
gaining a foothold in the Macedonian pension insur-
ance market. Increasing pension business remains a
strategic focus of Sava Re, and we will, therefore,
remain open to growth opportunities in this segment
in the region. After all, this expansion takes advan-
tage of the marketing and sales synergies in the
Group, while our goal is to acquire more companies
and become the number two pension player in the
region.

Adoption of new strategy until 2019

We know that the insurance market is changing fast.
For this reason, we have made ambitious plans for
the medium term. As we are placing the client at the
centre of our services and ways of working, we want
to strengthen activities for developing products that
cater to client needs. It is important to us that our
services are widely accessible, which is why we are
seeking out new distribution channels and investing
great efforts in digitising all areas of the Group’s oper-
ations. A satisfied client is key to our success; there-
fore, it is vital for us to use an advanced approach and
transparent business processes.

' GRI102-14
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Another step towards digitising was our decision to
join the B3i (Blockchain Insurance Industry Initia-
tive) initiative launched by major insurance and rein-
surance players in order to test the blockchain plat-
form. It is an initiative that has been joined by all key
global insurance and reinsurance groups.

Furthermore, we are focused on growing and devel-
oping health services through acquisitions or direct
investments in medical centres, health insurance
companies and health service providers.

The most important ingredient in reinsurance oper-
ations is trust, which is why we continue to nurture
long-term partnerships. We will be entering new
markets gradually, guided by long-term profitability,
all the while keeping an eye on geographic diversifi-
cation.

Another strategic focus of the Group is sustainable
development. We are integrating a culture of sustain-
ability in our business processes. Under the slogan
“Never alone”, the Sava Re Group is promoting its
role as a force for social responsibility and community
cohesion. We are working systematically to develop
a comprehensive sustainable development strat-
egy in line with principles and policies of recognised
international organisations. In the year, sustainability
development has been set up as a business area with
an appointed administrator, and | myself am directly
responsible for it. Hence, | am personally committed
to upholding our sustainability principles and meeting
the targets we have set ourselves.
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Enhancing financial strength and long-term
financial stability

2017 did not bring about the desired upturn in
financial markets in terms of return on investment.
Interest rates have remained low, but there are early
indications of a turn in the trend. In our asset man-
agement activities, we give priority to security and
liquidity to ensure that we will be able to meet our
obligations arising out of insurance contracts.

In order to ensure a high level of security while main-
taining appropriate profitability, in 2017 we repaid a
major part of the subordinate loan taken out in 2006
and 2007 to finance the Group’s expansion abroad.
The Group managed to maintain a high solvency ratio
despite the repayment of €24 million.

Also last year, our financial strength and capital ade-
quacy was affirmed by rating agencies. In July 2017,
after its regular annual rating review, the rating agency
Standard & Poor’s affirmed Sava Re’s existing “A-"
(excellent) issuer credit and financial strength ratings
but upgraded the outlook from “stable” to “positive”.

We have ambitious goals

We have delivered on our plans for 2017. But we are
looking at new opportunities ahead. We will continue
to draw inspiration from our vision and value system,
to seek motivation in our environment and earn the
respect of our customers.

| thank everybody who has contributed to the Group’s
development in the 40 years of its operation, and all
who trust and believe in our future. | also thank our
shareholders, business partners and other stakehold-
ers who have continued to place their trust in our
Group over the course of many years.

Marko Jazbec
Chairman of the Management Board
of Sava Re, d.d.
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2 PROFILE OF SAVA RE
AND THE SAVA RE GROUP

2.1 Sava Re company proﬂle2

Company name Sava Re, d.d.

Business address Dunajska 56,1000 Ljubljana, Slovenija
Telephone (switchboard) (01) 4750 200

Fax (01) 4750 264

E-mail info(@sava-re.si

Website WWw.sava-re.si

Company |D number 5063825

Tax number 17986141

LEl code 549300P6F1BDSFSW5T72
Share capital €71,856,376

Shares 17,219,662 no-par-value shares
Management and supervisory bodies MANAGEMENT BOARD

Marko Jazbec (chairman)
Jost Dolnicar
Srecko Cebron

Polona Pir§ Zupancic

SUPERVISORY BOARD

Mateja Lovsin Heric (chair)

Keith William Morris (deputy chair)

Andrej Kren

Davor Ivan Gjivoje

Mateja Zivec (employee representative)

Andrej Gorazd Kunstek (employee representative)

Date of entry into court register

10 December 1990, Ljubljana District Court

Certified auditor

Ernst & Young d.o.o.,
Dunajska 111,1000 Ljubljana, Slovenija

Largest shareholder and holding

Slovenski drzavni holding, d.d. (Slovenian Sovereign Holding)
17.7% (no-par-value shares: 3,043,883)

Credit ratings:
AM Best
Standard & Poor’s

A- /stable/; October 2017
A- /positive/; July 2017

Contact details for annual and sustainability reports

ir(@sava-re.si

The Company has no branches.

2 GRI102-1,102-3,102-5, 102-53
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2.2 Signiﬂcant events in 2017

* On7 March 2017 the 32" general meeting of share-
holders took place. The general meeting elected new
supervisory board members for the next four-year
term of office: lvan Davor Gjivoje (beginning on 7
March 2017) and Mateja Lovsin Heri¢, Keith Wil-
liam Morris and Andrej Kren (beginning on 16 July
2017). Since 7 March 2017, 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 matur-
ing in 2027. These funds were raised to expand the
Sava Re Group to the markets of the former Yugo-
slavia and to improve its capital adequacy position in
accordance with the then applicable insurance law
and the Standard & Poor’s model. In January 2014,
Sava Re repaid €8 million of the nominal amount of
its subordinated debt. 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 the nominal amount of €12 million was repaid in
June 2017. Following the repayment of the subor-
dinated debt, Sava Re and the Sava Re Group con-
tinue to maintain a high solvency ratio under the
applicable law.

On 19 April 2017, Sava Re jointly with other expro-
priated shareholders presented its comments and
proposals relating to the draft Law on Judicial Pro-
tection of Holders of Qualifying Liabilities of Banks
in connection with the cancellation of subordinated
financial instruments. They emphasised that the
draft law did not eliminate the unconstitutionality of
such, nor did it fully comply with the requirements
of the Constitutional Court. It was reiterated that
the cancellation of subordinated bonds was unjus-
tified, wrong, and the most draconian of measures
taken in Europe, as demonstrated by new facts and
figures. At the time this report was finalised, the law
had not been passed.
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* On 12 May 2017, Marko Jazbec took up the position
of chairman of the management board of Sava Re,
after obtaining the ISA licence for performing this
function.

On 19 May 2017 the 33 general meeting was
held to consider regular topics. The general meet-
ing approved the proposed dividend of €0.80 gross
per share, totalling €12,398,156.80 (taking into
account the number of own shares), or 37.7% of the
net profit of the Sava Re Group. The ordinary divi-
dend increased by 23% and was on the same level as
the sum of last year’s ordinary and special dividends.

In June, a court settlement was concluded in the
labour dispute between Sava Re and Zvonko Iva-
nusic, finally resolving all disputed relations between
the parties concerning the termination of the plain-
tiff’s employment contract with the defendant.
Following this, a court settlement was concluded in
the commercial dispute between the Company and
Zvonko Ivanusic, finally resolving all disputed rela-
tions between the parties relating to the recall of the
plaintiff from the position of chairman of the man-
agement board of Sava Re.

In the first half of 2017, the document Solvency
and financial condition report of Sava Re, d.d. 2016
was published followed by the release of the Sava Re
Group solvency and financial condition report 2016
in July 2017. The documents demonstrated the sol-
vency ratio of the Group and Sava Re to be 204%
and 2647%, respectively.
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* On 16 July 2017, the following members of the
supervisory board began their four-year term of
office based on a general meeting resolution: Andrej
Kren, Keith William Morris and Mateja Lovsin Heric.
The members of the supervisory board serving new
terms of office are Andrej Kren, Davor Ivan Gjivoje,
Keith William Morris, Mateja Lovsin Heric, Mateja
Zivec and Gorazd Kunstek. In its constitutive meet-
ing on 16 August 2017, the supervisory board mem-
bers elected from among the members Mateja
Lovsin Heric as chair of the supervisory board and

Keith William Morris as deputy chair.

On 26 July 2017, after its regular annual rating
review, the rating agency Standard & Poor’s affirmed
Sava Re’s existing “A-" (excellent) issuer credit and
financial strength ratings and upgraded the outlook
from “stable” to “positive”.

On 8 September 2017, the general meeting of
shareholders of Zavarovalnica Sava, d.d. was held,
at which the shareholders adopted the resolution to
transfer all of the shares of minority shareholders
to the majority shareholder Sava Re (main share-
holder). On the publication day of the Zavarov-
alnica Sava general meeting notice, Sava Re held
15,332,411 ordinary, registered no-par-value shares
of Zavarovalnica Sava, accounting for 99.74% of the
Company’s share capital. After the resolution on the
share transfer was entered into the register of com-
panies on 10 October 2017, Sava Re became the

sole owner of Zavarovalnica Sava.

On 10 October 2017, Sava Re published the launch
of a B3i (Blockchain Insurance Industry Initiative)
initiative by major insurance and reinsurance play-
ers in order to test the blockchain platform. Sava Re
joined the B3i initiative in its testing phase.

* In October 2017 following its regular annual ratin
review, the rating agency A.M. Best affirmed the
financial strength rating of Sava Re, the operating
holding company of the Sava Re Group, at “A-"

with a stable outlook.

* On 2 November 2017, Sava Re signed a contract for
the acquisition of 75% of the company TBS TEAM
24.TBSTEAM 24 provides assistance services relat-

ing to motor, health and homeowners insurance.

* At its meeting of 9 November 2017, the super-
visory board voted unanimously in support of the
proposal of Marko Jazbec, chairman of the manage-
ment board, and appointed a new Sava Re manage-
ment board team. Srecko Cebron and Jost Dolnicar
were re-elected to serve on the management board
for a third consecutive term of office. Polona Pirs
Zupanci¢ was appointed as the fourth member of
the management board. The two board members
who were re-elected are to start their new terms of
office on 1 June 2018; the new management board
member was to take up her office on the day after
the licence to perform the function of management
board member was to be issued by the Insurance

Supervision Agency.

* On 8 November 2017, Standard & Poor’s assigned
Zavarovalnica Sava, d.d. “A-"issuer credit and finan-
cial strength ratings with a positive outlook.

* In December 2017, NLB d.d. Ljubljana and NLB
banka AD Skopje, as the seller, and Sava Re, as the

purchaser, signed a purchase contract for all the

shares of NLB Nov penziski fond AD Skopje.

* In December Zavarovalnica Sava started marketing
health insurance products, and in so doing entered
the health insurance market. This is a significant step
towards broadening its product range and is consist-
ent with its strategy of placing the client at the cen-
tre of its services and working procedures.

CONTENTS

* The reduction in the stake of Slovenian Sovereign
Holding from 25.0% (+1 share) to 17.7% was the
result of a government decision to transfer, for no
consideration, part of its holding to the Republic
of Slovenia. Following the transaction, SSH held
3,043,883 shares, representing 17.7% of Sava Re
issued shares, or 19.6% of outstanding shares. Fol-
lowing the transaction, the Republic of Slovenia held
1,737,436 shares, representing 10.1% of Sava Re

issued shares, or 11.2% of outstanding shares.
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* In 2017 the subsidiary Zavarovalnica Sava suffered a
number of weather-related loss events (larger fre-
quency of on average small losses). At the time this
report was written, the aggregate loss figure of these
events amounted to some €12 million. One cata-
strophic event of €5 million had been included in

the 2017 Group plan.?

2.3 Significant events after the reporting date

* In January 2018, Polona Pirs Zupancic began her
five-year term of office as a member of the manage-
ment board. After this change, the Sava Re manage-
ment board continued to operate as a four-member
body, as at its meeting of 20 December 2017 the
supervisory board of Sava Re took note of the notice
of Mateja Treven on her early termination of her
term as Sava Re management board member, and
accepted Mateja Treven’s proposal for a consensual
termination of her employment contract as man-
agement board member. Mateja Treven concluded
her role as management board member on 13 Janu-
ary 2018 and will continue her career as part of the
Sava Re Group. Marko Jazbec as chairman of the
management board is, following the aforementioned
changes, responsible for the coordination of the work
of the management board, finance, general affairs,
human resources, organisation and legal affairs, pub-
lic relations, compliance and internal audit. Srecko
Cebron is — also in the new term of office - respon-
sible for reinsurance operations, facultative reinsur-
ance underwriting and actuarial affairs. Jost Dolnicar
is — in the new term of office - responsible for the
management of strategic investments in primary
insurance subsidiaries, modelling, IT, technologies
and innovation, and pension insurance. Polona Pirs
Zupancic is responsible for corporate finance and
controlling, accounting, shareholder relations and
risk management.

* Sava Re met all suspensive conditions on 31 January
2018 and thus became the owner of a 75% stake in
TBS Team 24.

* In accordance with article 171(7) of the Insurance
Act (ZZavar-1; Official Gazette of the Republic of
Slovenia, no. 93/15), Zavarovalnica Sava and Sava
pokojninska druzba signed an outsourcing contract
for internal audit with Sava Re, transferring this key
function to Sava Re as of 1 February 2018 for an
indefinite period.

* Sava Re met all suspensive conditions on 13 March
2018 and thus became the owner of a 100% stake in
NLB Nov penziski fond AD Skopje.

In March 2018, Sava Re obtained approval from Ser-
bia’s central bank, as well as from other regulators to
purchase a 92.94% stake in Energoprojekt Garant, a
Serbian insurance undertaking. After the acquisition
of this majority stake and subsequent steps towards
attaining sole ownership, Sava Re intends to merge
the target with its existing subsidiary, the Serbian
non-life insurer Sava nezivotno osiguranje (SRB),
and then optimise the subsidiary’s capital structure.

3 GRI201-2
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2.4 Sava Re rating profile 2.6 Composition of the Sava Re Group6

Sava Re is rated by two rating agencies, Standard & Poor’s and A.M. Best. Composition of the Sava Re Group as at 31 December 2017

Financial strength rating of Sava Re

Agency Rating* Outlook Latest review

Standard & Poor’s A- positive July 2017: improved outlook
A- stable October 2017: affirmed existing rating Svetovanje

SLOVENIA

Sava
Pokojninska

2.5 Profile of the Sava Re Group®

CROATIA
As at 31 December 2017, the insurance part of the
Sava Re Group comprised - in addition to the con-
trolling company Sava Re - seven insurers based in

Slovenia and other countries of the Adria region, and SERBIA

one pension company based in Slovenia. ¥ 100%) Sevedvotno

oswgura ﬂJe

Sava nezivotno
osiguranje

KOSOVO

Illyria
Hospital

MACEDONIA S
ava Sava

9257%] . 7"

4 Credit rating agency Standard & Poor’s uses the following scale for assessing financial strength: AAA (extremely strong), AA (very strong), A (strong), BBB (ade- S Sration
quate), BB (less vulnerable), B (more vulnerable), CCC (currently vulnerable), CC (highly vulnerable), R (under regulatory 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 the following categories to assess financial strength: A++, A+ (superior), 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).

° GRI102-45 ¢ GRI102-4
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Company names of Sava Re Group members 2.7 Activities transacted by the Sava Re Group’

¥ S Sava Re, the controlling company of the Group, * Sava Car: vehicle inspection company whol-
transacts reinsurance business. Slovenia-based ly-owned by the insurer Sava osiguranje (MNE),

Sava Re Group Sava Re Group Zavarovalnica Sav\./a is the. Grou.p’s only composit.e . Sava.\ Agent: insur'ance agency wholly-owned by

insurer. Sava nezivotno osiguranje (SRB), Sava osi- the insurer Sava osiguranje (MNE),
Pozavarovalnica Sava, d.d. / Sava Reinsurance Company, d.d. Sava Re guruvanjei (MKD), Illyria anfl. Sava osiguranjg (MNE) e Sava Station: vehicle inspectiqn company whol-
are non-life insurers. Sava zivotno osiguranje (SRB) ly-owned by the insurer Sava osiguruvanje (MKD),
ZAVAROVALNICA SAVA, zavarovalna druiba, d.d. Zavarovalnica Sava and lllyria Life are life insurance companies. In addi- * ZS Svetovanje: wholly-owned subsidiary of
tion to the above (redinsurers, the Group consists of: Zavarovalnica Sava specialised in marketing life

Zavarovalnica Sava, Slovenian part (in tables) products of its parent,
] ¢ lllyria Hospital: wholly-owned subsidiary based in * Sava pokojninska: pension company wholly-owned
SAVA OSIGURANUJE d.d. - Croatian branch office Zavarovalnica Sava, Croatian part (in tables) Kosovo, which owns some property, but currently by Sava Re.

does not transact any business,
Sava pokojninska druzba, d.d. Sava pokojninska

SAVA NEZIVOTNO OSIGURANJE AKCIONARSKO DRUSTVO Sava nefivotno osiguranje (SRB)
ZA OSIGURANJE BEOGRAD

“SAVA ZIVOTNO OSIGURANJE” akcionarsko drustvo za Sava zivotno osiguranje (SRB)

osiguranje, Beograd

KOMPANIA E SIGURIMEVE “ ILLYRIA ” SH.A. Illyria

Kompania per Sigurimin e Jetés “ lllyria — Life ” SH.A. lllyria Life

AKCIONARSKO DRUSTVO SAVA OSIGURANJE PODGORICA Sava osiguranje (MNE)

SAVA osiguruvanje a.d. Skopje Sava osiguruvanje (MKD)

“Illyria Hospital” SH.P.K. lllyria Hospital

Drustve sa ograniéenom odgovornoséu — SAVA CAR - Podgorica Sava Car

ZS Svetovanje, storitve zavarovalnega zastopanja, d.o.o. ZS Svetovanje

ORNATUS KLICNI CENTER, podjetje za posredovanje telefonskih Ornatus KC

klicov, d.o.o.

DRUSTVO ZA ZASTUPANJE U OSIGURANJU “SAVA AGENT” Sava Agent
D.O.O. - Podgorica

Drustyo za tehnicko ispituvanje i analiza na motorni vozila SAVA Sava Station

STEJSN DOOEL Skopje

7 GRI102-2
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2.8 Data on Group companies as at 31 December 20178

As at 31 December 2017, the Sava Re Group had the following members:

Name

Registered office

Sava Re
Dunajska cesta 56,1001 Ljubljana, Slovenia

CONTENTS

Zavarovalnica Sava

Cankarjeva 3, 2507 Maribor, Slovenia
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Sava pokojninska

Ulica Vita Kraigherja 5, 2103 Maribor, Slovenia

Company ID number

Business activity

Share capital

Book value of equity interest

5063825 5063400 1550411

reinsurer composite insurer pension company

€71,856,376 €68,417,377 €6,301,109
€68,417,377 €6,301,109

Equity interests (voting rights) held by Group members

Sava Re: 100.0%

Sava Re: 100.0%

Governing bodies

management board

management board

management board

Marko Jazbec (chair), Jost Dolnicar, Srecko Cebron, Mateja

Treven

David Kastelic (chair), Primoz Mocivnik, Rok Moljk, Boris
Medica, Robert Ciglaric

Lojze Grobelnik (chair), Igor PSunder

supervisory board

supervisory board

supervisory board

Mateja Lovsin Heri¢ (chair), Keith William Morris, Andrej Kren,
Davor Ivan Gjivoje, Mateja Zivec, Andrej Gorazd Kunstek

Jost Dolnicar (chair), Janez Komelj, Polona Pir§ Zupancic, Pavel
Gojkovic, Ales Perko, Branko Beranic

Jost Dolnicar, Katrca Rangus, Rok Moljk, Jure Korent, Andrej

Rihter, Irena Sela, Robert Senica

Position in the Group

parent/reinsu rer

subsidiary insurance company

subsidiary pension company

Supervisory body

Name

Registered office

Agencija za zavarovalni nadzor, Trg republike 3,1000 Ljubljana

Sava neZivotno osiguranje (SRB)

Bulevar vojvode Misica 51, 11040 Beograd, Serbia

Agencija za zavarovalni nadzor, Trg republike 3,1000 Ljubljana

Sava zZivotno osiguranje (SRB)

Bulevar vojvode Misica 51, 11040 Beograd, Serbia

Agencija za zavarovalni nadzor, Trg republike 3,1000 Ljubljana

llyria
Sheshi Nena Tereze 33,10000 Pristina, Kosovo

Company ID number

17407813

20482443

70152892

Business activity

Share capital

Book value of equity interest

non-life insurer life insurer non-life insurer
€6,665,393 €5,336,373 €5,428,040
€6,665,393 €5,336,373 €5,428,040

Equity interests (voting rights) held by Group members

Sava Re: 100.0%

Sava Re: 100.0%

Sava Re: 100.0%

Governing bodies

management board

management board

managing director

Milorad Bosni¢ (chair), Aleksandar Asanin

Bojan Mijailovic (chair), Zdravko Jojic

Gianni Sokoli¢

supervisory board

supervisory board

board of directors

Jost Dolnicar (chair), Nebojsa Séekic, Marija Popovic

Polona Pir§ Zupancic (chair), Pavel Gojkovi¢, Milan Jelicic

Primoz Mocivnik (chair), Rok Moljk, Robert Sraka, Ramis
Ahmetaj, Milan Virsek

Position in the Group

subsidiary insurance company

subsidiary insurance company

subsidiary insurance company

Supervisory body

Narodna banka Srbije, Nemanjina 17, 11000 Beograd, Serbia

& GRI102-2,102-6,102-7,102-18

Narodna banka Srbije, Nemanjina 17, 11000 Beograd, Serbia

Centralna Banka Kosova, Garibaldi str. no.33, Pristina, Kosovo
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As at 31 December 2017, the Sava Re Group had the following members:

lllyria Life Sava osiguruvanje (MKD) Sava osiguranje (MNE)

Sheshi Néna Terezé 33, 10000 Pristina, Kosovo Zagrebska br. 28 A, 1000 Skopje, Macedonia PC KruSevac, Rimski trg 70, 81000 Podgorica, Montenegro
70520893 4778529 02303388

ife insurer non-life insurer non-life insurer

€3.285893 €3,820,077 €4,033303

€3,285893 €3536,245 €4,033303

Equity interests (voting rights) held by Group members Sava Re: 100.0% Sava Re: 92.57% Sava Re: 100.0%

Governing bodies managing director: board of directors board of directors

Albin Podvorica executive directors: Peter Skvaréa (managing director), llo executive director: Nebojsa Séekic

Ristovski, Melita Gugelovska

board of directors non-executive directors non-executive directors
Primoz Mocivnik (chair), Robert Sraka, Gianni Sokoli¢, Rok Rok Moljk (chair), Polona Pir§ Zupanci¢, Milan Virsek, Janez Milan Virsek (chair), Jost Dolnicar, Edita Rituper
Moljk, Milan Virsek Jelnikar
Position in the Group subsidiary insurance company subsidiary insurance company subsidiary insurance company
Supervisory body Centralna Banka Kosova, Garibaldi str. no.33, Pristina, Kosovo Agencija za supervizija na osiguruvanje na Republika Makedonija, Agencija za nadzor osiguranja Crna Gora, Ul. Moskovska bb,
Ulica Vasil Glavinov br. 2, TCC Plaza kat 2,1000 Skopje, 81000 Podgorica, Montenegro
Macedonia
Name lllyria Hospital Sava Car Sava Agent

Sheshi Néna Terezé 33, 10000 Pritina, Kosovo Dr Vukagina Markovica 184, 81000 Podgorica, Montenegro PC Krugevac, Rimski trg 70, 81000 Podgorica, Montenegro
70587513 02806380 02699893

does not currently perform any activities technical testing and analysis insurance agent & broker services

€1,800,000 €485,000 €10,000

100,000 cas5.000 10,000

Equity interests (voting rights) held by Group members Sava Re: 100.0% Sava osiguranje (MNE): 100.0% Sava osiguranje (MNE): 100.0%

Governing bodies director executive director executive director

llirijana Dzeladini Radenko Damjanovic Snezana Milovi¢

Position in the Group subsidiary indirect subsidiary indirect subsidiary

Supervisory body / Ministry of Internal Affairs, Bulevar Svetog Petra Cetinjskog 22, Agencija za nadzor osiguranja Crna Gora, Ul. Moskovska bb,
81000 Podgorica, Montenegro 81000 Podgorica, Montenegro
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As at 31 December 2017, the Sava Re Group had the following members:

Name Sava Station ZS Svetovanje
Zagrebska br. 28 A, 1000 Skopje, Macedonia Karantanska ulica 35, 2000 Maribor
technical testing and analysis insurance agency
Sava osiguruvanje (MKD): 100.0% Zavarovalnica Sava: 100.0%
Eerormt meits managing director managing director
indirect subsidiary indirect subsidiary
Ministry of Internal Affairs of the Republic of Macedonia Agencija za zavarovalni nadzor, Trg republike 3, 1000 Ljubljana

The top executive management of all Sava Re Group members is local, except for Sava osiguranje (MKD) and lllyria.’

2.9 Changes to the organisation10

At year-end 2017 Sava Re signed a contract for
the acquisition of a 75% stake in TBS Team 24 and
a 100% stake in NLB Nov penziski fond AD Skopje
(NLB NPF Macedonia). The two companies were
not included in consolidation in 2017. TBS TEAM
24 provides assistance services relating to motor,
health and homeowners insurance, while NLB NPF
manages second and third pillar pension funds in the
Republic of Macedonia. The acquisition of TBS Team
24 provides the Group with important knowledge on

organising assistance services and with access to an
extensive network of assistance service providers;
NLB NPF will strengthen the Group’s market posi-

tion with regard to pension insurance in the region.

In 2017 Sava Re increased its stake in Zavarovalnica

Sava from 99.74% to 100%.

Sava Re recapitalised its Serbian subsidiary Sava

zivotno osiguranje (SRB) in 2017.

° GRI202-2
1 GRI'102-10
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3 SHAREHOLDERS AND SHARE TRADING

3.1 Capital market developments and impacts on the POSR share price

The Slovenian capital market (SBITOP) ended the
year with a gain similar to other global capital markets.
In 2017 the SBITOP index gained 12.4% and 18.0% if
dividends are excluded or included in the calculation,
respectively. This gain was driven by the good finan-
cial performance of companies and above-average

dividend yields.

The Sava Re POSR share gained 19.5% in 2017,
representing a yield of 25.6% when including divi-
dend payments. The share’s annual turnover on the
Ljubljana Stock Exchange was €14.4 million (2016:
€19.1 million).

Movement in the POSR share price in 2017 compared to the SBITOP stock index
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13.50
13.00 ’
€ 1.1.2017 1.3.2017 1.5.2017 1.7.2017 19.2017 1.11.2017 11.2018
Il POSR
SBITOP (rebased®)

* The SBITOP index has been rebased to the same level as the POSR share price (4 January 2017: €13.50), while below is a presentation of the stock index

growth rate in real terms.

The share price was €13.22 and €15.80 as at 31 December 2016 and 31 December 2017, respectively, representing a

19.5% increase in the period.
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3.2 General information on the share

Basic details about the POSR share

Share capital (€)

No. of shares

Ticker symbol

No. of shareholders

Type of share

Listing

Number of own shares

Consolidated net earnings per share (€)

Consolidated book value per share (€)

Share price at end of period (€)

Average share price in reporting period (€)

Minimum share price in reporting period (€)

Maximum share price in reporting period (€)

Trade volume in reporting period €)

Shareholder structure of Sava Re as at 31 December 2017

Type of investor

Other financial institutions

Insurers and pension companies

Natural persons

Banks

Investment funds and mutual funds

Other commercial companies

Government

Total

31/12/2017
71,856,376
17,219,662
POSR
4,061

Ordinary
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31/12/2016
71,856,376
17,219,662
POSR
4,308

Ljubljana Stock Exchange, prime market

1,721,966
2.00
20.40
15.80
1-12/2017
15.86

13.35

17.20
14,384,835

Domestic investor
17.9%

19.2%

9.0%

4.0%

3.1%

21%

10.1%

65.3%

The other financial institutions item includes Slovenian Sovereign Holding with a stake of 17.7%.

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

1,721,966
2.08

18.81
13.22
1-12/2016
13.74
11.80
15.00
19,072,516

International investor
0.2%

0.0%

0.1%

28.8%

4.4%

1.2%

0.0%

34.7%

On 2 June 2016 Sava Re received a notice from Adris grupa, d. d., Vladimira Nazora 1, 52210 Rovinj, Croatia, of a change in a major holding of Sava Re. On 2
June 2016 Adris grupa, together with its subsidiaries, held 3,278,049 shares in custodial accounts, representing 19.04% of Sava Re issued shares, or 21.15% of

outstanding shares.
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As at 31 December 2017, 65.3% of shareholders

were Slovenian and 34.7% foreign.

The largest shareholder of POSR shares is Slove-
nian Sovereign Holding (Slovenski drzavni holding
d.d.) with a 17.7% stake. Sava Re received a notice
from Slovenian Sovereign Holding stating that based
on a resolution of the government of the Republic
of Slovenia, it had transferred 1,261,034 of POSR

shares to the Republic of Slovenia for no consider-

Holding held 4,304,917 shares, representing 25.0%
(plus one share) of Sava Re issued shares, or 27.8% of
outstanding shares. Following the transaction, SSH
held 3,043,883 shares, representing 17.7% of Sava
Re issued shares, or 19.6% of outstanding shares.
Before the transaction, the Republic of Slovenia held
476,402 shares, representing 2.8% of Sava Re issued
shares, or 3.1% of outstanding shares. Following the
transaction, the Republic of Slovenia held 1,737,436

shares, representing 10.1% of Sava Re issued shares,

ation. Before the transaction, Slovenian Sovereign or 11.2% of outstanding shares.

Top ten shareholders of Sava Re as at 31 December 2017"

Slovenian Sovereign Holding
B Republic of Slovenia
Modra Zavarovalnica, d.d.
[ | Zagrebacka banka, d.d. - fiduciary account
B Rsiffeisen Bank Austria, d.d. (fiduciary account)
B SovaRe, dd. (treasury shares)

i | European Bank for Reconstruction and Development

[ Other

Alist of the ten largest shareholders is given in section 5.6 “Details in accordance with Article 70(6) of the Companies

Act”.

Own shares

In the period 1January to 31 December 2017, Sava Re
did not repurchase any own shares. As at 31 Decem-
ber 2017, it held 1,721,966 own shares, representing

10% (less one share) of all issued shares.

Dividends

In June 2017, the Company paid dividends as per res-

olutions adopted by the 33 annual general meeting.

The Company had no conditional equity

" GRI201-4
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Details on dividends

€) For 2013
Dividend payouts 4,386,985
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Dividend/share

Dividend yield 2.0%

3.3 Investor relations®

Our investors, i.e. our shareholders, are important
stakeholders, as they have already demonstrated
their trust in the Company by buying its shares. The
Company strictly adheres to recommendations for
ensuring equal treatment of shareholders, issuing
public announcements (via the SEOnet system of
the Ljubljana Stock Exchange) in a simultaneous and
transparent manner with all essential content in line
with the financial calendar and additional require-
ments. In addition, Sava Re communicates in compli-
ance with the Slovenian Financial Instruments Mar-
ket Act (ZTFI), the Company’s Act (ZGD-1), the
aforementioned recommendations of the Ljubljana
Stock Exchange to public companies, the Corporate
Governance Code for Listed Companies, the rules of
procedure of the supervisory board and the Compa-
ny’s internal rules for investor relations. The annual
report provides all disclosures required by law and
additional financial and non-financial disclosures that
the Company considers valuable to its stakeholders.

Following the release of its audited consolidated
results, the Company’s management visits its largest
shareholders at least once annually, informing them,
among other things, of major impacts on the Com-
pany and the Group, its short-term plans and strat-
egy. The Company devotes particular attention to
small investors (retail investors), who are addressed
through direct mail at least once a year and invited to
the annual general meeting. The Company encour-

For 2014 For 2015 For 2016

9,065,978 12,398,157 12,398,157

0.55 ordinary: 0.65 0.80
special: 0.15

3.8% 5.8% 5.0%

ages all its shareholders to attend general meet-
ings, which are convened annually. The Company
strengthens its brand among international institu-
tional investors through presentations at investment
conferences and similar events, maintaining a focus
on long-term investors. There have been over 30
individual and group meetings carried out in Slovenia

and abroad in 2017.

Financial analysts have a significant impact on the
opinion of the financial and other interested commu-
nities regarding the value of the Company’s shares.
The Company strives to ensure long-term coverage
by at least two relevant domestic or foreign analysts.
In 2017 the Company was covered by three ana-
lysts. Analyst coverage is posted on the Company’s
website, at http://www.sava-re.si/en/investors/finan-
cial-information/analysis/.

The Company’s website, at www.sava-re.si, pro-
vides all information relevant for investors under
the Investors tab, including stock charts, key perfor-
mance indicators with dividend information, financial
reports, analyses, the financial calendar and upcom-
ing events.

Current and potential investors are invited to
send any questions relating to the Company to
ir@sava-re.si.

2. GRI102-42,102-43
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4 REPORT OF THE SUPERVISORY BOARD

The supervisory board of Sava Re, d.d. (hereinafter: the “Company”) has prepared the following report in

accordance with article 282 of the Slovenian Companies Act.

In 2017 the supervisory board periodically monitored
the Company’s operations and oversaw its manage-
ment in a responsible manner. It periodically exam-
ined reports on various aspects of the business, passed
appropriate resolutions and monitored their imple-
mentation. Individual issues were addressed in detall
by the relevant supervisory board committees before

deliberation in supervisory board meetings, 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 responsibilities under the law, the Compa-
ny’s articles of association and its rules of procedure.

COMPOSITION OF THE SUPERVISORY BOARD

The supervisory board operated as a six-member body
during the major part of 2017. From 11 October 2016
to 6 March 2017, it operated with only five members.

On 7 March 2017 the general meeting of sharehold-
ers took note of the notice of resignation of Branko
Tomazic as chairman and member of the supervisory
board, dated 11 October 2016, and was informed that
the four-year term of office of three supervisory board
members was to expire on 15 July 2017.

The general meeting elected Davor Ivan Gjivoje as a
new member of the supervisory board to represent the
shareholders. His four-year term of office is scheduled

to run from 7 March 2017 to 7 March 2021. The gen-
eral meeting of shareholders also elected Mateja Lovsin
Heric, Keith William Morris and Andrej Kren as new
members of the supervisory board to represent share-
holder interests, starting their terms of office on 16 July
2017 for a four-year period scheduled to expire on 16
July 2021. The employee representatives on the super-
\iisory board are Gorazd Andrej Kunstek and Mateja

Zivec.

The present size and composition of the supervisory
board allow for effective discussion and the adoption of
sound resolutions based on the members’ broad range
of expertise and experience.

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. During meetings, mem-
bers express their opinions and positions, seeking to
reconcile any differences 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
its committees were sufficient and appropriate for a
thorough review of issues, and for its compliance with

law and the articles of association. Meeting materials
were provided in a timely manner, allowing members
sufficient time to prepare themselves for the consid-
eration of agenda items. The Company’s professional
staff assisted in carrying out meetings and organised
other supporting activities.

The supervisory board held 12 meetings in 2017, of
which two were correspondence meetings. Members
attended meetings regularly. Discussions were also
joined by the management board members and the

CONTENTS

supervisory board secretary, while other professional
staff also assisted in certain agenda items.

In the course of the year, the supervisory board dis-
cussed all relevant aspects of the operations and activ-
ities of the Company and the Sava Re Group within its
powers under law and the articles of association.

Below we outline the major issues to which the super-
visory board members dedicated special attention in

2017:

Short- and |ong-term plans of the
Company and the Sava Re Group

In early 2017, the supervisory board reviewed and gave
its consent to the document Business policy and finan-
cial plan of the Sava Re Group and Sava Re, d.d. for
2017, and mid-year to the Sava Re Group strategic
plan for the period 2017-2019. At the end of the year,
it also took note of and gave its consent to the Busi-
ness policy and financial plan of the Sava Re Group and

Sava Re, d.d. for 2018.

Financial reports — annual report

The supervisory board reviewed the unaudited finan-
cial statements of the Sava Re Group and Sava Re, d.d.
2016. In 2017 it adopted the Audited annual report of
the Sava Re Group and Sava Re, d.d. 2016, including the
auditor’s report and opinion to the 2016 annual report,
and the supervisory board’s own report on its activities in
2016. The annual report, including the auditor’s opinion,
was also presented to the general meeting.

Financial reports — interim reporting

The supervisory board also periodically reviewed fur-
ther financial reports in 2017, i.e. unaudited financial
reports of the Sava Re Group with the financial state-
ments of Sava Re, d.d. for the periods January—March
2017, January-June 2017 and January-September
2017.
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Asset management

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

Group.

Reinsurance operations and claims
development

The supervisory board was briefed on the Compa-
ny’s reinsurance programme for the current period.
Throughout 2017, the board was regularly updated
by the management board on major loss events in the
domestic as well as global markets, and on potential
claims that could impact the Company.

Supervision of subsidiaries

In addition to overseeing the operations of Sava Re
as the parent company, the supervisory board, to the
extent permitted by law, actively monitored the per-
formance of the Sava Re Group subsidiaries.

[t was briefed on the valuation of Zavarovalnica Sava
for the purpose of the squeezing-out of minority
shareholders.

And the supervisory board received periodic updates
on the progress towards the long-term objectives of
the merger of the Group’s EU-based insurance com-
panies.

Mergers and acquisitions

The supervisory board received regular updates from
the management board on opportunities and potential
merger and acquisition targets in the region, as well as
of intended submissions of offers.
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Risk management system
Risk management

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

Group.

It took note of the risk report for the third and last quar-
ters of 2016 and of the first, second and third quarter
risk reports for 2017. Furthermore, it considered the
own risk and solvency assessment (ORSA) reports of
the Company and that of the Sava Re Group for 2017,

and gave its consent thereto.

It was informed of the Solvency Il capital adequacy
calculation as at 31 December 2016 and the solvency
and financial condition report for the Company and

the Group.

The supervisory board further took note of and gave
its consent to the Sava Re Group risk strategy. As the
supervisory board believes that identifying and manag-
ing risk is an essential part of good governance, it set up
a risk committee to closely monitor risk developments
and offer advice to the supervisory board on risk-re-
lated issues.

Actuarial affairs

The supervisory board considered the actuarial func-
tion report of Sava Re, d.d. for 2016 and took note of
the Sava Re Group non-life actuarial function report
for 2016 and the Sava Re Group life actuarial function
report for 2016.

Compliance monitoring

The supervisory board of Sava Re, d.d. took note of the
compliance function report for 2016 and the annual
work plan of the compliance department for 2017.

Furthermore, it took note of the change in the compli-
ance function holder, giving its consent to the authori-
sation of the new compliance function holder.

Internal audit

In 2017, the supervisory board oversaw the activities of
the Company’s internal audit department in accord-
ance with its statutory powers. It gave its consent to
the 2017 work plan of the internal audit department
and the department’s medium-term work plan for the
period 2017-2019. In addition, it considered the inter-
nal audit report for the period 31 October - 31 Decem-
ber 2016 and the annual report on internal auditing
for 2016 and drew up an opinion on the annual report
on internal auditing for 2016, which was presented to
the general meeting of shareholders. It also considered
quarterly internal audit reports for the first, second
and third quarters of 2017. All internal audit reports
were presented by the director of internal audit.

Furthermore, the supervisory board took note of the
change in the internal audit function holder, giving its
consent to the authorisation of the new internal audit
function holder.

The supervisory board considers all reports prepared by
internal audit to have been independent and objective,
and their recommendations and conclusions taken into
account by the management board. It notes that inter-
nal audit reviews revealed no material irregularities in
the Company’s operations. The supervisory board also
notes that the internal audit department monitors
the development of the internal audit departments of
Group subsidiaries on an ongoing basis, providing them
all required professional assistance. In addition, it also
monitors the operations of these companies but found
no major irregularities.

Calling and holding of general meeting

of shareholders

The supervisory board, together with the management
board, called the Company’s general meeting of share-

holders twice in 2017.

Among other things, the general meeting appointed
new supervisory board members to represent the
shareholders for a new term of office.
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Solvency Il

At the end of 2017, the supervisory board reviewed
selected Solvency Il policies and gave its consent to
the proposed amendments.

Proposal of candidates for the
supervisory board and appointment of
management board members for new
term

In autumn 2016, the supervisory board of Sava Re, d.d.
was informed that the term of office of its members
who are shareholder representatives was due to expire
on 15 July 2017. The supervisory board proposed that
its nominations and remuneration committee immedi-
ately start preparations for the selection of candidates
for new supervisory board members and, with the
assistance of the Company’s professional staff, select
an external expert to support the candidate selection
process.

Based on the committee’s proposal prepared after
the completion of the candidate selection process and
assisted by an external expert, the supervisory board
proposed to the general meeting of shareholders a set
of candidates for new supervisory board members to
represent shareholder interests in the new term.

The 32" general meeting of shareholders of Sava Re,
d.d further noted that the terms of office of three
supervisory board members representing shareholder
interests were due to expire on 15 July 2017. The gen-
eral meeting took note of the notice of resignation
of Branko Tomazi¢ as chairman and member of the

supervisory board, dated 11 October 2016.

The general meeting elected Davor Ivan Gjivoje for the
term 7 March 2017 = 7 March 2021 and Mateja Lovsin
Heric, Keith William Morris and Andrej Kren for the
term 16 July 2017 =16 July 2021.

At its 2" meeting of 24 August 2017, the supervi-
sory board of Sava Re, d.d. was informed of the expiry
of the terms of office of the Sava Re management
board members; specifically, that the terms of office
of management board members Srecko Cebron, Jost
Dolnicar and Mateja Treven were due to expire on 1
June 2018. Therefore, at the meeting, it authorised
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Marko Jazbec, chairman of the management board, to
prepare a proposal for the appointment of new man-
agement board members and submit it to the nomina-
tions and remuneration committee of the supervisory
board. In addition, the supervisory board tasked the
committee with thoroughly examining the proposal of
the chairman and submitting a report on the candidate
selection procedure to the supervisory board.

The supervisory board examined the proposal of Marko
Jazbec for the appointment of new management board
members, the report of the nominations and remuner-
ation committee on the procedure for selecting candi-
dates for new members of the Sava Re management
board, the minutes of the fit and proper committee on
the assessment of candidates, and of the competence
of the management board as a collective body in the
planned future composition.

The supervisory board of Sava Re, d.d. appointed as
new management board members Srecko Cebron and
Jost Dolnicar, both starting their new terms of office
on 1June 2018, and Polona Pirs Zupancic, who was to
take up her office on the day after the licence to per-
form the function of management board member was
to be issued by the Insurance Supervision Agency, i.e.

on 14 January 2018.

Constitutive meeting of the
supervisory board for the 2017-2021

term

At its constitutive meeting, the supervisory board
elected Mateja Lovsin Heric as chair of the supervisory

board of Sava Re, d.d. and Keith W. Morris as deputy

chair.

Strengthening supervisory board
best practices

In accordance with best practices, supervisors, upon
taking office and then annually, complete question-
naires, including a statement on the (non-)existence
of conflicts of interest. These statements are posted
on the Company’s website.



< BUSINESS REPORT

OPERATION OF SUPERVISORY BOARD COMMITTEES

AUDIT COMMITTEE

In accordance with statutory regulations, the supervi-
sory board of the Company set up an audit committee
for the in-depth examination of accounting, financial
and audit issues.

Composition of the audit committee

Up until 15 July 2017, the audit committee was com-
posed of Slaven Mickovic (chair), Mateja Lovsin Heric
(member) and Ignac Dolensek (external member).

On 16 August 2017, the supervisory board appointed a
three-member audit committee composed of Andrej
Kren (chair), Mateja Lovsin Heric (deputy chair),
lgnac Dolensek (independent external member). Their
terms of office are limited by the term of office of the
supervisory board.

Operation of the audit committee in 2017

The audit committee of the supervisory board met ten
times in 2017.

The committee was largely focused on overseeing
financial reporting processes. In this respect, it gave
recommendations and suggestions regarding materials
for supervisory board meetings to ensure compliance
with relevant professional standards and observing
appropriate reporting principles, such as complete-
ness, transparency and consistency.

RISK COMMITTEE

In August 2017, the supervisory board of Sava Re, d.d.
appointed a three-member risk committee as a per-
manent committee of the supervisory board to mon-
itor risks composed of: Keith William Morris (chair),
Davor Ivan Gjivoje (member), Slaven Mickovic (inde-
pendent external member of the risk committee and
deputy chair). The term of office of individual commit-
tee members is limited by the term of office of the
supervisory board.

In 2017 the audit committee met with the selected
external auditor several times, monitored the auditing
of the annual and consolidated financial statements
and, among other things, participated in determining
audit focus areas.

Furthermore, it regularly oversaw the work of the
internal audit department and, pursuant to a supervi-
sory board resolution, regularly considered the quar-
terly investment reports of the Company and the Sava

Re Group.

The chair of the audit committee regularly reported on
the committee’s activities and positions at supervisory
board meetings. In addition, the audit committee pre-
pared a written report on its activities in 2017.

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 assistance by giving opinions and prepar-
ing proposals.

The supervisory board further believes that the compo-
sition 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 was provided all necessary
support to carry out its work.

The risk committee performs tasks in accordance with
the resolutions of the supervisory board, the Solvency
Il Directive, its rules of procedure, the rules of proce-
dure of the supervisory board, the Insurance Act, the
Corporate Governance Code for Public Joint-Stock
Companies and other applicable regulations relating to
risk management.

The supervisory board also adopted the risk commit-
tee’s rules of procedure and resolved to reconsider
the committee’s size after one year and to enlarge it,
should this become necessary.

CONTENTS

Operation of the risk committee in 2017
The risk committee met twice in 2017.

It took note of the rules of procedure of the risk com-
mittee as adopted by the supervisory board at its 2™
meeting of 24 August 2017. It appointed Slaven

Mickovic as deputy chair of the risk committee.

The risk committee took note of the investment report
for the 3" quarter of 2017, and of two risk reports, as
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at 30 June 2017 and as at 30 September 2017. It con-
sidered the proposed amendments to the Risk man-
agement policy of the Sava Re Group and Sava Re, d.d.

and the Own risk and solvency assessment policy of

the Sava Re Group and Sava Re, d.d.

It took note of the risk register of Sava Re, d.d. and of
the committee’s work plan for 2018, which is tied to
the work plan of the supervisory board for 2018.

The chair of the risk committee reported regularly to
the supervisory board on its work and positions.

NOMINATIONS AND REMUNERATION COMMITTEE

In accordance with the recommendations of the Cor-
porate Governance Code for Listed Companies, the
supervisory board appointed a nominations and remu-
neration committee. In August 2017, it was appointed
as a permanent special committee of the supervisory
board to draft proposals of selection criteria and can-
didates to serve on the management and supervisory
boards and provide support to the supervisory board
in other areas where conflicts of interest may arise for
the members of the supervisory board.

The term of office of individual committee members is
limited by the term of office of the supervisory board.

Composition of the nominations and
remuneration committee

Until 15 July 2017, the nominations and remuneration
committee was composed of three members: Mateja

Lovsin Heric¢ (chair), Slaven Mickovi¢ and Keith Mor-
ris.

For the new supervisory board term, the nomina-
tions and remuneration committee was set up as a
four-member committee in August 2017, consisting
of Mateja Lovsin Heric (chair), Keith Morris, Davor
Gjivoje and Andrej Kren.

Operation of the nominations and remuneration
committee in 2017

The nominations and remuneration committee of the
supervisory board met four times in 2017.

In January it reviewed and analysed the candidacies
received for serving on the supervisory board as share-
holder representative. The candidate selection pro-
cedure was assisted by an outside human resources
expert.

In cooperation with the external expert, the nomina-
tions and remuneration committee interviewed each
candidate for membership on the supervisory board of
Sava Re, d.d. After reviewing the applications received
and holding interviews and in-depth discussions with
candidates, the committee formed a proposal for the
selection of a set of candidates for membership of the
supervisory board, which the supervisory board subse-
quently proposed to the general meeting of Sava Re,
d.d. for election.

In November 2017 the nominations and remunera-
tion committee considered the proposal prepared by
the chairman of the management board, by authori-
sation of the supervisory board, for the appointment
of new management board members. The committee
interviewed the proposed candidates for manage-
ment board members and after careful consideration,
formed a position and drafted a report for the super-
visory board.

The chair of the nominations and remuneration com-
mittee reported regularly on its work and positions in
meetings of the supervisory board, which also reviewed
the meeting minutes of the nominations and remuner-
ation committee.
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FIT & PROPER COMMITTEE

In line with the law and the Company’s fit and proper
policy, the management and supervisory boards
appointed a special three-member fit and proper
committee for the fit and proper assessment of the
management and supervisory boards, including all its
committees and the members of these bodies.

Composition of the fit & proper committee

Until 15 July 2017, the fit and proper committee was
composed as follows: Mateja Zivec (chair), Mateja
Lovsin Heric (member), Nika Matjan (external mem-
ber), and Keith Morris (alternate member).

Starting with the new term of the supervisory board in
August 2017, the fit and proper committee was set up
as follows: Mateja Zivec (chair), Keith Morris (mem-
ber), Nika Matjan (external member). Andrej Kren was
appointed as additional alternate member in case the
other committee members who are also supervisory
board members are to undergo fit and proper assess-
ments and in case of the absence of any member.

The term of office of individual committee members is
limited by the term of office of the supervisory board.

CONCLUDING FINDINGS

The supervisory board assesses that Sava Re, d.d. per-
formed wellin 2017. This assessment of the supervisory
board is also based on the report of the independent
auditor on the financial statements of Sava Re, d.d and
the Sava Re Group for 2017, and those of key function

holders of the Company’s risk management system.

In 2018 the supervisory board will give special attention
to overseeing the operations of the Sava Re Group,
in particular the integration of the merged insurer
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The Company’s management board submitted the
Audited annual report of the Sava Re Group and Sava
Re, d.d. 2017 for approval to the supervisory board. The

audit committee of the supervisory board discussed the

Operation of the fit & proper committee in 2017

The fit and proper committee carried out its respon-
sibilities in accordance with the resolutions of the
supervisory board, the fit and proper policy of relevant
personnel of Sava Re, d.d., and the supervisory board’s
rules of procedure. It met three times in 2017.

In 2017 the fit and proper committee assessed the
candidates for membership of the supervisory board
before they were proposed to the general meeting
for election. Furthermore, it assessed the compe-
tence of the supervisory board as a collective body.
It also assessed the candidates for the management
board members proposed to the supervisory board
for appointment and assessed the competence of the
supervisory board as a collective body. In addition, the
committee carried out the fit and proper assessment
of both external members of supervisory board com-
mittees — the risk and the audit committees.

The chair of the fit and proper committee reported
regularly on its work and findings in meetings of the
supervisory board, which also reviewed the meeting
minutes of the fit and proper committee.

Zavarovalnica Sava and the achievement of synergis-
tic benefits resulting from the merger. Furthermore,
the supervisory board will be particularly attentive to
monitoring the progress towards achieving strategic
objectives, providing the management board, within its
means and powers, with its full support.

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

unaudited and the audited annual reports of the Sava
Re Group and Sava Re, d.d. 2017, including the audi-
tor’s letter to the management, the additional auditor’s
report on the pre-audit addressed to the management
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and supervisory boards and the audit committee, the
auditor’s letter addressed to the management, and
the auditor’s report addressed to the management and
supervisory boards and audit committee after comple-
tion of the audit, prepared in accordance with Article
11 of the Regulation (EU) No 537/2014, issuing its
opinion and position thereon. In line with its statutory
mandate, the supervisory board examined the audited

annual report 2017 at its meeting of 4 April 2018.

The supervisory board noted that the annual report
for 2017 was clear and transparent, as well as fully
compliant with content 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.

The supervisory board was also presented with the
opinion of the auditor Ernst & Young Slovenija,
Revizija, poslovno svetovanje, d.o.o., who audited the
2017 annual report of the Sava Re Group and Sava Re,
d.d. and carried out audit reviews in most of the Sava
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Re Group subsidiary companies. The supervisory board
had no comments to the unqualified opinion of Ernst
& Young Revizija, poslovno svetovanje, d.o.o., Ljubljana,
establishing that the consolidated and separate finan-
cial statements present fairly, in all material respects,
the financial position of the Sava Re Group and of Sava
Re, d.d. as at 31 December 2017 and their financial
performance, comprehensive income and cash flows
for the year then ended in accordance with Interna-
tional Financial Reporting Standards as adopted by the
European Union.

Based on its review of the 2017 annual report, as well
as on the opinion of the external auditor and that of
the audit committee, the supervisory board considers
that the 2017 annual report gives a true and fair view
of the assets and liabilities, financial position, profit and

loss, and cash flows of the Sava Re Group and Sava Re,
d.d.

The supervisory board hereby approves the audited
annual report of the Sava Re Group and Sava Re, d.d.
2017 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 2017, subject to final approval
by the general meeting of shareholders of Sava Re,
d.d., and agrees with the management board’s proposal
that the following resolution on the appropriation of
distributable profit be submitted for adoption to the
general meeting of shareholders of Sava Re, d.d.:

“The distributable profit of €22,499,329.94 as at
31 December 2017 is to be appropriated as follows:

€12,398,156.80 is to be appropriated for dividends.
The dividend is €0.80 gross per share and is to be paid,
on 14 June 2018, to the shareholders entered in the
shareholders’ register as at 13 June 2018. The remain-
ing distributable profit of €10,101,173.14 remains
unappropriated.

The proposal for the appropriation of distributable
profit is based on the number of own shares as at
31 December 2017. On the date of the general meet-
ing, 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 meet-
ing of shareholders will be proposed adjusted figures
for appropriation of the distributable profit, while the
dividend per share of €0.80 remains unchanged.”

The supervisory board proposes that the general meet-
ing grant discharge to the management board for the

financial year 2017.

Mateja Lovsin Heric

Chair of the Supervisory Board of Sava Re, d.d.

Ljubljana, 4 April 2018
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5 CORPORATE GOVERNANCE
STATEMENT PURSUANT TO ARTICLE /0
OF THE COMPANIES ACT (ZGD-1D"

5.1 Corporate Governance Policy

At its 66" meeting on 11 December 2017, the Sava
Re management board, with the consent of the Com-
pany’s supervisory board granted at its 5 meeting
on 20 December 2017, adopted the Sava Re Group
governance policy and the Corporate governance
policy of Sava Re, d.d. The documents set out the
main subsidiary governance principles for the Sava
Re Group, governance rules for Sava Re, taking into

account the goals, mission, vision and values of the
Sava Re Group. The policies represent a commitment
for future action.

The corporate governance policy of Sava Re is avail-
able through the Ljubljana Stock Exchange Seonet
information system and from the Company’s web-
site, at www.sava-re.si.

5.2 Statement of compliance with the Corporate Governance Code

for Listed Companies

The management and- supervisory boards of Sava
Re hereby state that Sava Re operates in compliance
with the Corporate Governance Code for Listed
Companies as adopted on 27 October 2016 by the

5.2.1 Supervisory board

Recommendation 9.2: The Company’s supervisory
board includes two employee representatives, who
are employed with the Company and are hence
financially connected with it.

Ljubljana Stock Exchange and the Slovenian Direc-
tors’ Association (link:http://www.ljse.si) in Slovenian
and English, with individual deviations that are dis-
closed and explained below.

5.2.2 Transparency of operations

Recommendation 27.2: The Company does not have
in place a single document, including a communi-
cation strategy, designed to prevent situations that
might lead to insider trading. Recommendation 27.2
is either included in internal acts or implemented
based on day-to-day management board decisions.

This statement relates to the period from the adop-
tion of the previous such statement, i.e., from 31

March 2017 to 28 March 2018.
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5.3 Bodies of Sava Re™

Management system

Sava Re has a two-tier management system with a
management board that conducts the business and
a supervisory board that oversees operations. Gov-
ernance bodies, the general meeting, the supervisory
board and the management board act in compliance
with laws, regulations, 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 posted on the Company’s
website, at www.sava-re.si.

The risk management system is a key building block
of the governance system. The management board

5.3.1 General meeting of shareholders

Operation of the general meeting

The general meeting of shareholders is the supreme
body of the Company through which shareholders exer-
cise their rights in company matters. The terms of refer-
ence of the general meeting are governed by its rules of
procedure, which are posted on the Company’s website,
at www.sava-re.si, under the About Us tab.

Terms of reference of the general meeting

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 on its
approval to the general meeting of shareholders;
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ensures the effectiveness of this system. 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 decision-making pro-
cesses. These are the risk management function, inter-
nal audit function, actuarial function and compliance
function, defined by applicable law as the key functions
of the governance system (hereinafter: key functions).
They are integrated in order to strengthen the three-
lines-of-defence framework in the Company’s control
system. Rules governing individual key functions are
set out in detail in the Company’s internal regulations.

* the appropriation of distributable profit, at the pro-
posal of and based on a report by the management
board;

* appointment and removal of supervisory board

members;

granting of discharges to management and supervi-

sory board members;

* adoption of amendments to the articles of associ-
ation;

* measures to increase and reduce the capital;

* dissolution of the Company and transformation in
of its status;

* appointment of the auditor, at the proposal of the
supervisory board;

e other matters in accordance with the law and arti-
cles of association.

4 GRI102-18
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Convening the general meeting

The general meeting of shareholders, through which
the shareholders of Sava Re exercise their rights in
the affairs of the Company, is convened at least once
ayear, and no later than in August. The general meet-
ing may be convened in other cases as provided by
law, the Company’s articles of association, and when-
ever 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 con-
vened by the supervisory board or shareholders.

The Company publishes general meeting notices
through the SEOnet system provided by the Lju-
bljana Stock Exchange and through its website (www.
ljse.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 for
in the articles of association: in 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 reg-
istration form no later than by the end of the fourth
day prior to the session of the general meeting, and
must be registered holders of shares listed in the cen-
tral register of book-entry securities.

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

Adoption of resolutions

General meeting resolutions are adopted by a major-
ity 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 the
general meeting based on their share of the Com-
pany’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 asso-
ciations.

The general meeting in 2017

The general meeting of shareholders was convened

twice in 2017.

On 7 March 2017 the 32" general meeting of share-
holders took place. The general meeting elected new
supervisory board members for the next four-year
term of office: Ivan Davor Gjivoje (beginning on 7
March 2017) and Mateja Lovsin Heric, Keith William
Morris and Andrej Kren (beginning on 16 July 2017).

On 19 May 2017 the 33" general meeting of share-
holders took place. The general meeting was pre-
sented the 2016 annual report, including the audi-
tor’s opinion and written report of the supervisory
board to the annual report, and the annual report
on internal auditing for 2016 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 management report on own shares. The gen-
eral meeting resolved that part of the distributable
profit in the amount of €12,398,156.80 be appro-
priated for dividends, while the remaining part of the
distributable profit of €6,012,234.14 be left unap-
propriated. Then the general meeting discharged the
supervisory board for the financial year 2016 and
resolved to take separate votes on the granting of dis-
charge for the financial year 2016 to each member
of the management board. It granted the discharge
to the members of the management board: Jost Dol-
nicar (chairman of the management board from 23

August 2016), Srecko Cebron and Mateja Treven.
The general meeting in 2018
According to the Company’s 2018 financial calendar,

the 34t general meeting of shareholders is scheduled

to be held on 29 May 2018.
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5.3.2 Supervisory board

Operation of the supervisory board

The supervisory board oversees the conduct of the
Company’s business. In so doing, it must comply
with applicable regulations, particularly 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 necessary, the supervisory board may
meet on a more frequent basis. The rules of procedure
of the supervisory board are posted on the Company’s
website, at www.sava-re.si, under the About Us tab.

Terms of reference of the supervisory board
The chief tasks of the supervisory board include:

* to monitor and oversee the business conduct and
operations of the Company and, in the case of short-
comings or irregularities, propose to the management
board measures for their remedial;

* to approve the business policy and financial plan of the
Sava Re Group and Sava Re as prepared by the man-
agement board,;

* to approve the development strategy of the Sava Re
Group and Sava Re as prepared by the management
board;

* to approve the written rules of the system of govern-
ance, risk management, compliance, internal audit,
actuarial function, internal controls and outsourced
business;

* to approve the granting and withdrawal of authority
relating to key function holders;

* to approve the solvency and financial condition report
of the Company and the Group;

* to approve the risk strategy of the Company and the
Group as prepared by the management board;

* to consider the own risk and solvency report and quar-
terly risk reports of the Company and the Group;

* to consider compliance function reports;

* to consider actuarial function reports;

* to approve the framework annual and long-term work
plan of the internal audit plan as prepared by the man-
agement board;

* to oversee the adequacy of the procedures used by
and the effectiveness of the internal audit function and
to consider internal audit function reports;

* to issue an opinion for the general meeting to be
attached to the annual report on internal auditing;
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* to approve the appointment, removal and rewarding of

the head of internal audit;

to review the annual and interim financial reports of

the Sava Re Group and Sava Re;

to review the annual report submitted by the manage-

ment 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;

to appoint and remove the chair and the members of

the management board,

* to decide on the criteria for determining the remuner-

ation and reward system of the chair and the members

of the management board;

to adopt the rules of procedure of its operation;

* to draft general meeting resolutions within the super-
visory board’s terms of reference, and to perform tasks
directed by the general meeting;

* to consider the findings of the Insurance Supervision
Agency and other supervisory bodies made when exer-
cising their supervisory function over the Company.

The supervisory board in 2017

In accordance with the Company’s articles of asso-
ciation and the applicable legislation, the supervi-
sory 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’ council,
which informs the general meeting of its decisions.
Supervisory board members are appointed for a term
of up to four years and may be re-elected. The super-
visory board elects a chair and a deputy chair from
among its members.

The supervisory board is composed so as to ensure
responsible oversight and decision-making in the
best interest of the Company. Its composition takes
account of diversity in terms of technical knowledge,
experience and skills, and the way candidates com-
plement each other so as to form a homogenous
team and ensure a sound and prudent overseeing of
the Company’s affairs. In 2017 the Company sought
to align the composition of the supervisory board
with the Company’s policy on the diversity of the
management and supervisory boards.”

> GRI 405-1
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Aspects considered by the diversity policy relating to
the composition of the supervisory board are:

* professional diversity to ensure the complementa-
rity of knowledge and skills,

* gender balance and appropriate representation of
the under-represented gender in the selection of
candidates,

* efforts to avoid the simultaneous replacement of all
of the members of the supervisory board in order
to ensure the working continuity,

* an adequate proportion of members on the man-
agement and supervisory boards with international
experience, and

* an appropriate balance between members of dif-
ferent age groups.

The Company’s policy on the diversity of the man-
agement and supervisory boards is posted on the
Company’s website, at www.sava-re.si, under the

About Us tab.

Implementation of the po||cy on the dlverS|ty of
the management and supervisory boards in 2017 is
detailed below.

Since 11 October 2016, the supervisory board oper-
ated with five members. At its session of 7 March
2017, the general meeting elected Davor Ivan Gjivoje
as a new supervisory board member for the next four-
year term of office, starting on 7 March 2017. Since
7 March 2017, the supervisory board of Sava Re has
again operated with all of its six members. In addition,
the general meeting elected, for a four-year term of
office, the following persons as new members of the
supervisory board: Mateja Lovsin Heric, Keith Wil-
liam Morris and Andrej Kren, whose term of office

started on 16 July 2017.

The members of the supervisory board serving new
terms of office are Andrej Kren, Davor Ivan Gjivoje,
Keith William Morris, Mateja Lovsm Heric, N\ateJa
Zivec and Andrej Gorazd Kunstek. The supervisory
board members elected, at their constitutive meet-
ing of 16 August 2017, N\ateja Lovsin Heri¢ as chair
of the supervisory board and Keith William Morris as
deputy chair.

Composition of the supervisory board in 2017 (until 15 July 2017)'

Mateja Lovsin Heri¢ chair

Beginning of term of office Duration of term of office

Slaven Mickovic deputy chair

Keith William Morris member

Davor lvan Gjivoje member

Andrej Gorazd Kunstek member (employee representative)

Mateja Zivec member (employee representative)

15/07/2013 15/07/2017
15/07/2013 15/07/2017
15/07/2013 15/07/2017
07/03/2017 07/03/2021
11/06/2015 11/06/2019
01/04/2016 11/06/2019

Composition of the supervisory board in 2017 (since 16 July 2017)

Member

Mateja Lovsin Heri¢ chair

Beginning of term of office Duration of term of office

Keith William Morris deputy chair

Davor lvan Gjivoje member

Andrej Kren member

Andrej Gorazd Kunstek member (employee representative)

Mateja Zivec member (employee representative)

16/07/2017 16/07/2021
16/07/2017 16/07/2021
07/03/2017 07/03/2021
16/07/2017 16/07/2021
11/06/2015 11/06/2019
01/04/2016 11/06/2019
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Employment, educational background, professional profile, gender, year of birth,

beginning of term of office and memberships of third party management or

supervisory bodies

Supervisory board members representing the shareholders

Mateja Lovsin Heric,
chair of the supervisory board

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

Educational background: University graduated econo-
mist

Professional profile: Mateja Lovsin Heri¢ (1969) has
been with Slovenian Sovereign Holding, d.d. (previ-
ously: Slovenian Restitution Company) since 1995, and
is currently director of the capital asset disposal and
acquisition department She has extensive experience in
managlng eqwty |nvestments as well as in steerlng and
part|<:|pat|ng in large and complex projects led by Slove-
nian Sovereign Holding, d.d. In the past, she served as
a member of the supervisory board of four joint-stock
companies. This is her third consecutive term of office
as member of the supervisory board of Sava Re (since
2009). Currently, she is the chair of Sava Re supervi-
sory board, a member of its audit committee and the
chair of its nominations and remuneration committee.
She holds a certificate issued by the Slovenian Direc-
tors’ Association certifying that she is a qualified mem-
ber of supervisory and management bodies.

Beginning of term of office: 16/07/2017

Duration of term of office: 16/07/2021

Notes on memberships of management or supervisory

bodies of third parties: /

Keith William Morris,
deputy chair of the supervisory board

Employment: retiree

Educational background: Bachelor’s degree in manage-
ment sciences; specialising in finance and marketin
Professional profile: Keith William Morris (1948) is
a British citizen. For most of his career, Keith Morris
worked in finance. From 1989 and until his retirement
he worked in top management roles, mostly in insur-
ance 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
also in non-executive roles with six other small organisa-
tions. This is his second term of office as member of the

supervisory board of Sava Re (since 2013). Currently,

he is the deputy chair of the Sava Re supervisory board,

the chair of its risk committee, a member of its nomina-

tions and remuneration committee, and a member of its

fit and proper committee.

Beginning of term of office: 16/07/2017

Duration of term of office: 16/07/2021

Notes on memberships of management or supervisory

bodies of third parties:

* European Reliance S.A,, Kifisias Aven. 274, 152 32,
Chalandri, Greece - non-executive member of the
board of directors

Davor lvan Gjivoje, Jr.,
member of the supervisory board

Employment: Networld, Inc. / DGG Holdings, Ltd.
Educational background: Master in Business Adminis-
tration

Professional profile: Davor Ivan Gjivoje (1968) is an

American citizen. He is the chief executive of an inter-

national holding company, the main activities of which

are hotel development, airline marketing and strategic
investments. Over the past 20 years, he has held various
top executive positions at Networld, Inc./DGG Hold-
ings, Ltd. He has experience in banking (Citibank NA)
and as a consultant (The Boston Consulting Group).

Davor Gjivoje is also active in philanthropy, as a member

of the philanthropic board of the Gagnon Cardiovascu-

lar Institute, located in the greater New York Area, and
in education as President of the Board of Education of
the Harding Township School, Harding, New Jersey. He

has served on the Sava Re supervisory board since 2017

(first term of office). He also serves on its risk commit-

tee and its nominations and remuneration committee.

Beginning of term of office: 07/03/2017

Duration of term of office: 07/03/2021

Notes on memberships of management or supervisory

bodies of third parties:

* Networld, Inc./DGG Holdings, Ltd., 89 Headquar-
ters Plaza, North Tower, (Suite 1420) Morristown, NJ
07960, USA - managing director;

* Adria Lines Dover, Delaware, USA - managing direc-
tor;

* Networld Inc., 89 Headquarters Plaza, North Tower,
Suite 1420 Morristown, NJ 07960, USA - manag-

ing director.
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Andrej Kren,

member of the supervisory board

Employment: Delo, d.o.o.
Educational background: University graduated law-
yer
Professional profile: Andrej Kren (1960) started his
professional career in the industry in 1988 in the
business strategy department of ETA Cerkno, and
from 1992 to 1995 served as the managing director
of Avtocenter Idrija d.o.o. Since 1995, he has been
steering and coordinating the operations of various
activities of the company FMR d.d., including the
establishment, control and financing of subsidiaries
and various forms of long- and short-term financial
investments. He has been the chair of the manage-
ment board of FMR d.d. since 2008. Since 2017 he
has been the chief executive of the news publisher
Delo, d.o.0. He has served on the Sava Re supervisory
board since 2017 (first term of office). Currently, he
is also the chair of its audit committee, a member of
its nominations and remuneration committee and an
alternate member of its fit and proper committee.
Beginning of term of office: 16/07/2017
Duration of term of office: 16/07/2021
Notes on memberships of management or supervi-
sory bodies of third parties:
* Delo, d.o.0., Dunajska 5, 1000 Ljubljana, Slovenia
- chief executive

* RSG Kapital, d.o.o., Breg 14,1000 Ljubljana, Slo-

venia — member of the supervisory board

Supervisory board members representing
employees

Andrej Gorazd Kunstek,

member of the supervisory board

Employment: Sava Re, d.d.

Educational background: University graduated
economist, Master of Science in economics
Professional profile: After completing his studies at
the Faculty of Economics, Andrej Gorazd Kunstek
(1974) joined Sava Re and now has over 18 years of
experience in reinsurance underwriting and techni-
cal accounting 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 a member of the supervisory board
of Sava Re (since 2013).

Beginning of term of office: 11/06/2015

Duration of term of office: 11/06/2019

Notes on memberships of management or supervi-
sory bodies of third parties: /

Mateja Zivec,
member of the supervisory board

Employment: Sava Re, d.d.

Educational background: University graduated
economist, Master of Science in economics
Professional profile: Mateja Zivec (1975) has many
years of experience in banking and insurance (over 16
years 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). She is also the chair of its
fit and proper committee.

Beginning of term of office: 01/04/2016

Duration of term of office: 11/06/2019

Notes on memberships of management or supervi-

sory bodies of third parties: /
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Management of conflicts of interest

When taking office in 2017 (employee representa-
tives in 2015 and 2016), the supervisory board mem-
bers committed to meeting the recommendations on
conflicts of interest as set out in Appendix B to the
Slovenian Corporate Governance Code for Listed
Companies. Each signed a statement of independ-
ence of supervisory board members of Sava Re. The
statements, as signed each year, are posted on the
Company’s website, at www.sava-re.si, under the

About Us/Supervisory Board tab.
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The rules on procedures for managing conflicts of
interest are set out in the Rules on the management
of conflicts of interest of Sava Re, d.d.

In 2017 all supervisory board members declared
themselves independent.

The supervisory board members experienced no cir-
cumstances that would give rise to any conflicts of
interest in 2017.

Remunerations, compensations and other benefits

Remuneration of supervisory board members is dis-
cussed in detail in section 23.10 “Related party dis-

closures” in the notes to the financial statements.

POSR holdings of supervisory board member

POSR shares held by supervisory board members as at 31 December 2017

Andrej Gorazd Kunstek

No. of shares Holding (%)
2,500 0.0145%

Source: Central securities register KDD d.d.

More information on the activities of the supervisory board in 2017 is provided in section 4 “Report of the supervisory

board”.
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5.3.3 Supervisory board committees

In accordance with legislation, the Slovenian Cor-
porate Governance Code for Listed Companies and
best practices, the supervisory board may appoint
one or more committees and task them with specific
areas, with the preparation of proposed resolutions of
the supervisory board, and with the implementation
of resolutions of the supervisory board in order for
the committee to provide professional support to the
supervisory board.

Audit committee

Activities of the audit committee

The tasks and terms of reference of the audit com-
mittee of the supervisory board are set out in the
Companies Act, its own and the supervisory board’s
rules of procedure, and other autonomous legal acts
(e.g. recommendations for audit committees).

The audit committee in 2017

Composition of the audit committee in 2017 (until 15/07/2017)

Member

Slaven Mickovic

The Company has established the following supervi-

sory board committees:

e the audit committee,

e the risk committee,

¢ the nominations and remuneration committee,
* the fit and proper committee.

Each committee may adopt its own rules of pro-
cedure. If it does not, the rules of procedure of the
supervisory board apply by analogy for any questions
regarding the quorum, decision-making and other
points of procedure.

Terms of reference of the audit committee

The chief tasks of the audit committee include:

* to oversee the integrity of financial information;

* to monitor the efficiency and effectiveness of
internal controls, the operation of the internal audit
department and risk management systems;

* to monitor the statutory audit of independent and
consolidated financial statements;

* to perform other tasks assigned by a valid resolu-
tion of the supervisory board, in line with statutory
requirements and best practices of comparable
companies or insurance groups.

Mateja Lovsin Heri¢ member

Ignac Dolensek

Composition of the audit committee in 2017 (since 16/08/2017)

Member
Andrej Kren

Beginning of term of office Duration of term of office

Beginning of term of office  Duration of term of office

22/07/2013 15/07/2017

22/07/2013 15/07/2017

external member 22/07/2013 15/07/2017

Mateja Lovsin Heri¢

Ignac Dolensek

16/08/2017 16/07/2021
member and deputy chair 16/08/2017 16/07/2021
external member 16/08/2017 16/07/2021
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Risk committee
Operation of the risk committee

The supervisory board set up a new risk committee
on 24 August 2017. In its operation, the risk com-
mittee is bound by the provisions of resolutions of
the supervisory board, the Solvency Il Directive, its
own and the supervisory board’s rules of procedure,
the Slovenian Insurance Act and other applicable risk
management regulations.

The risk committee in 2017

Composition of the risk committee in 2017 (since 24/08/2017)

Keith William Morris predsednik
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Terms of reference of the risk committee

The chief tasks of the risk committee include:

to assess the impact of various types of risk on eco-
nomic and regulatory capital;

to assess the Group’s overall risk governance frame-
work, including the risk management policy, the
risk strategy, and monitoring of operational risk;

to assess the appropriateness and adequacy of risk
management documents to be approved by the
supervisory board;

* to perform other tasks assigned by a resolution
of the supervisory board, in line with statutory
requirements and best practices of comparable

companies or insurance groups.

Davor Ivan Gjivoje

Slaven Mickovic

zunanji clan in namestnik predsednika

Beginning of term of office  Duration of term of office
24.8.2017 16.7.2021
24.8.2017 16.7.2021
24.8.2017 16.7. 2021
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Nominations and remuneration committee Fit & proper committee

Operation of the nominations and
remuneration committee

The supervisory board of Sava Re, in line with the
recommendations of the Slovenian Corporate Gov-
ernance Code for Listed Companies, appointed a
four-member nominations and remuneration com-
mittee as its special committee to carry out objec-
tive and transparent selection procedures of candi-
dates for members of the management board and
the shareholder representatives of supervisory board,
which the supervisory board then proposes to the
general meeting for election.

The nominations and remuneration committee in 2017

Terms of reference of the nominations and
remuneration committee

The chief tasks of the nominations and remuneration
committee include:

* to draft proposals for the supervisory board regard-
ing the criteria for membership of the management
board, and to consider and draft proposals con-
cerning nominations to be decided by the super-
visory board,;

* to consider preliminarily the proposal of the chair
of the management board regarding the composi-
tion of the management board and the Company’s
governance before submitting a proposal to the
supervisory board;

* to carry out the nomination procedure for the
nomination of any candidate for membership of the
supervisory board — shareholder representative;

* to provide support in drawing up and implementing
a system for remuneration, reimbursements and
other benefits for management board members.

Composition of the nominations and remuneration committee in 2017 (until 15/07/2017)

Member

Mateja Lovsin Heri¢

Beginning of term of office Duration of term of office

Keith William Morris member

Slaven Mickovic member

12/09/2016 15/07/2017
12/10/2016 15/07/2017
12/09/2016 15/07/2017

Operation of the nominations and remuneration committee in 2017 (since 24/08/2017)

Beginning of term of office Duration of term of office

Mateja Lovsin Heri¢ chair 24/08/2017 15/07/2021
Keith William Morris member 24/08/2017 15/07/2021
Davor lvan Gjivoje member 24/08/2017 07/03/2021
Andrej Kren member 24/08/2017 15/07/2021

Operation of the fit & proper committee

Sava Re must ensure that persons who effectively
run and oversee the Company are properly qualified
(fit) and suitable (proper) for managing and oversee-
ing the Company in a professional manner, not only
upon appointment but throughout the performance
of their function. In addition to the appropriate qual-
ifications, experience and expertise (fit) that mem-
bers of the management and the supervisory boards
as collective bodies need to demonstrate, they must
be of good repute and demonstrate high standards of
integrity through their actions (proper).

The fit & proper committee shall perform its tasks
in accordance with the Company’s internal fit and

proper policy.

The fit & proper committee in 2017

Terms of reference of the fit & proper
committee

The chief tasks of the fit & proper committee include:

* to carry out procedures for assessing the compe-
tence of the supervisory board, supervisory board
committees and the management board as collec-
tive bodies as well as for assessing compliance with
the fit and proper requirements related to individ-
ual members of these bodies;

* upon request from the Company’s workers’ coun-
cil, to carry out a fit and proper assessment of any
member of the supervisory board elected by the
workers’ council.

Composition of the fit & proper committee in 2017 (until 15/07/2017)

Member

Mateja y

Beginning of term of Duration of term of office
office

28/10/2016 15/07/2017

Mateja Lovsin Heric member

Nika Matjan external member

Keith William Morris

10/02/2016 15/07/2017
10/02/2016 15/07/2017
alternate member 10/02/2016 15/07/2017

Composition of the fit & proper committee in 2017 (since 24/08/2017)

Mateja Zivec

Duration of term of office

Beginning of term of
office

24/08/2017

11/06/2019

Keith William Morris member

Nika Matjan external member

Andrej Kren alternate member

24/08/2017 16/08/2021
24/08/2017 16/08/2021
24/08/2017 16/08/2021
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5.3.4 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 Slove-
nian Companies Act and the Insurance Act, as well
as with the articles of association and the act on the
management board and its rules of procedure.

Terms of reference of the management board

The chief tasks of the management board include:

to provide leadership and organise the operations
of the Company;

* torepresent the Company;

* to be responsible for the legality of the Company’s
operations;

to adopt the development strategy of the Com-
pany and the Group, which is to be presented 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 func-
tion and regarding outsourcing, and to ensure their
implementation;

to adopt the report on the solvency and financial
condition and submit it to the supervisory board for
consent;

* to grant authorisation to key function holders of
the Company subject to the consent of the super-
visory board,;

to report to the supervisory board on operations of
the Company and the Group;

* to prepare a draft annual report, including a busi-

ness report, and to submit it to the supervisory
board together with the auditor’s report and a pro-
posal regarding appropriation of distributable profit
for approval;

* 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 had authorisation to pur-
chase 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 amounted
to 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 2017

The management board conducts the business of
the Company and represents it in public and legal
matters. |t is composed of at least two but no more
than five members, of whom one is the chair and the
others are members of the management board. The
chair and members of the management board are
appointed by the supervisory board for a period of
five years. Such appointments are renewable with-
out limitations. The chairperson and all members of
the management board are in regular employment
on a full-time basis. The exact number of manage-
ment board members and the areas for which each
individual member is responsible is laid down in the
act on the management board to be adopted by the
supervisory board at the proposal of the chair of the
management board.

The management board is composed so as to ensure
responsible and effective decision-making in the
best interest of the Company. Its composition takes
account of diversity in terms of technical knowledge,
experience and skills, and the way candidates com-
plement each other so as to form a homogenous
team and ensure a sound and prudent conduct of the
Company’s affairs. In 2017 the Company sought to
implement the Company’s policy on the diversity of
the management and supervisory boards.
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Aspects considered by the diversity policy relating to
the composition of the management board are:

* professional diversity to ensure the complementa-
rity of knowledge and skills,

* gender balance and appropriate representation of
the under-represented gender in the selection of
candidates,

* efforts to avoid the simultaneous replacement of all
of the members of the management board in order
to ensure the working continuity,

* an adequate proportion of members on the man-
agement board with international experience,

* an appropriate balance between members of dif-
ferent age groups.

Composition of the management board in 2017

Marko Jazbec predsednik (od 12. 5. 2017)

Beginning of term of office Duration of term of office
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The Company’s policy on the diversity of the man-
agement and supervisory boards is posted on the
Company’s website, at www.sava-re.si, under the

About Us tab.

The implementation of the policy on the diversity of
the management board in 2017 is detailed below.

From 23 August 2016 to 11 May 2017, the manage-
ment board operated with only three members. In
order to fill the vacancy in the management board,
the Sava Re supervisory board, on 16 December 2016,
completed the process of selecting a new chair of the
management board of Sava Re, selecting Marko Jaz-
bec as the most suitable candidate. Having received
the decision granting him the licence for performing
the function, Marko Jazbec started his five-year term
of office as chairman of the management board of

Sava Re on 12 May 2017.

Jost Dolnicar

Srecko Cebron clan

12.5.2017 12.5.2022

clan (od 12.5.2017) 1.6.2013 1.6.2018
predsednik (do 11.5.2017)

1.6.2013 1.6.2018

1.6.2013 13.1.2018

The average age of the members of the management board is 5O. All management board members are citizens of the

Republic of Slovenia.”

7 GRI 202-2
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Educational background, professional profile, year of birth, beginning of term

of office, area of responsibility and memberships of other management or

supervisory bodies

Marko Jazbec,

chairman of the management board

Educational background: University graduated econ-
omist

Professional profile: Marko Jazbec (1970) held top
management positions in the Bank of Slovenia, SKB
banka, d.d., and Droga Kolinska, d.d., served on the
boards of Droga, d.d., Intereuropa, d.d., and NLB,
d.d., and was chair of the management board of Hoteli
Bernardin, d.d. Until mid-July 2016, he headed Slo-
venian Sovereign Holding. During his career, he has
gained extensive experience in asset management,
risk management, treasury, corporate finance and
corporate banking, and particularly valuable experi-
ence in the corporate governance of banks and other
companies. In addition, he has operational manage-
ment experience in mergers and acquisitions, dives-
titures of assets, businesses and stock, in the prepa-
ration and implementation of investment projects, as
well as extensive practical experience in the financial
and operational restructuring of companies.
Beginning of term of office: 12/05/2017

Duration of term of office: five years

Areas of responsibility within the management
board in much of 2017: coordinating the activities of
the management board, controlling, general affairs,
human resource and organisation, legal affairs, public
relations, compliance and integration processes
Memberships of other supervisory bodies of Group
companies: /

Memberships of management or supervisory bodies

of third parties: /

Jost Dolniéar,
member of the management board

Educational background: University graduated lawyer
Professional profile: Jost Dolnicar (1972) started his
career in Zavarovalnica Triglav, where he worked for
nine years, most recently as executive director of the
non-life business. Through much of his life, he has
been actively involved in sports, and is still a licensed
rowing trainer, and a member of the legal commit-
tee and an arbitrator with the arbitration court of the

Slovenian Olympic Committee. He joined Sava Re in

2006 as senior executive responsible for the manage-

ment of Group subsidiaries. This is his second term of

office as member of the management board of Sava

Re (since 2008). He served in the role of chairman

of the Sava Re management board from 23 August

2016 to 11 May 2017.

Beginning of term of office: 01/06/2013

Duration of term of office: five years

New term of office: 01/06/2018 (5 years)

Avreas of responsibility within the management board

in much of 2017: management of strategic invest-

ments in direct insurance subsidiaries, modelling, IT,
technology and innovation

Memberships of other supervisory bodies of Group

companies:

* Sava nezivotno osiguranje, a.d., Bulevar vojvode
Misica 51, 11000 Belgrade, Serbia -~ member of the
board of directors

* Sava osiguranje, a.d., P.C Krusevac, Rimski trg 70,
81000 Podgorica, Montenegro — member of the
board of directors

* Zavarovalnica Sava , Cankarjeva 3, 2000 Maribor,
Slovenia - chairman of the supervisory board

* Sava pokoninska druzba, d.d., Ulica Vita Kraigherja
5, 2103 Maribor, Slovenia - supervisory board
member (since 4 December 2017)

Memberships of management or supervisory bodies

of third parties:

* Slovenian Rowing Federation, ZupanEiEeva cesta 9,

4260 Bled, Slovenia - president

Srecko Cebron,

member of the management board

Educational background: University graduated min-
ing engineer

Professional profile: Srecko Cebron (1954) started
his career with Generali in Trieste. He gained most of
his predominantly international experience in insur-
ance at Zavarovalnica Tilia (Slovenia), Unipol (Milano,
Bologna and Moscow), ICMIF (Manchester) and
Euresap (Lisbon). In his extended stays abroad, Srecko
acquired considerable foreign language skills. From
2001 to 2008, he was a member of the management
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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

Duration of term of office: five years

New term of office: 01/06/2018 (5 years)

Areas of responsibility (management board): rein-
surance operations and actuarial affairs
Memberships of other supervisory bodies of Group
companies: /

Memberships of management or supervisory bodies

of third parties: /

Mateja Treven,
member of the management board

Educational background: University graduated econ-
omist, Master of Investment Management from City
University Business School, London

Professional profile: Mateja Treven (1972) started
her carrier at Ljubljanska banka. In 2000, she headed
the securities department of Zavarovalnica Triglav and
between 2004 and 2006 she was a consultant to
the chairman of the management board responsible
for finance and accounting. In 2006, Mateja Treven
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accepted the position of member of the management
board at the brokerage firm Publikum, investicijske
storitve d.d. and from March 2010, she was a consult-
ant to its management board, responsible for finance
and accounting. In 2005, she obtained her CFA
charter®®. Prior to her appointment as a management
board member, she served on the supervisory board
of Sava Re, chairing its audit committee. This was her
second term of office as member of the management

board of Sava Re (since 2011).

Beginning of term of office: 01/06/2013

Duration of term of office: 13/01/2018

Areas of responsibility within the management board

in much of 2017: finance, corporate finance, investor

relations, accounting, internal audit, risk management
and pension insurance

Memberships of other supervisory bodies of Group

companies:

* Moja nalozba, Pokoninska druzba, d.d., Ulica Vita
Kraigherja 5, 2103 Maribor - chair of the supervi-
sory board (until 9 November 2017)

* Zavarovalnica Sava , Cankarjeva 3, 2000 Maribor
— chairman of the supervisory board (up until 9
November 2017)

Memberships of management or supervisory bodies

of third parties: /

Remunerations, compensations and other benefits

Remuneration of management board members is discussed in detail in section 23.10 “Related party disclosures” in the

notes to the financial statements.

Shareholdings

POSR shares held by management board members as at 31 December 2017

Srecko Cebron

Jost Dolnicar

Mateja Treven

No. of shares Holding (%)
2,700 0.0157%
4,363 0.0253%
8,722 0.0507%

Total 15,785 0.0917%

Source: Central securities register KDD d.d.

'8 CFA: Chartered Financial Analyst.
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5.4 Financial reporting: internal controls and risk management19

Internal controls comprise a system of guidelines and
processes designed and implemented by Sava Re at
all levels to manage risks associated, among other
things, with financial reporting. These internal con-
trols work to guarantee the efficiency and effective-
ness of operations, the reliability of financial report-
ing and compliance with applicable regulations and
internal acts.

Apart from the Companies Act (ZGD), Sava Re is
governed by the Insurance Act (ZZavar), which pro-
vides that insurance companies must put in place
and maintain an appropriate internal control and
risk management system. Relevant implementing
regulations based on the Insurance Act, which the
Company strictly follows, 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 network, 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 rules. Members of the Sava Re Group submit
the financial information required for the preparation
of the consolidated financial statements in the form
of reporting packages, prepared in accordance with
International Financial Reporting Standards (IFRS)
and the controlling company’s guidelines, within the
time limits set out in the Company’s financial calen-
dar. Reporting packages have inbuilt cross controls
that ensure the consistency of information and are
also reviewed by external auditors. In addition, 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 system 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.

¥ GRI103-1,103-2
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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 documents received or by an automatic or
manual control 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 information. In addition, it regularly
controls employee dealings in financial instruments
for own account.

5.5 External audit

The financial statements of the controlling company
have been audited by Ernst & Young d.o.o., Dunajska
111, Ljubljana, who were tasked with the auditing of the
financial statements of the Sava Re Group and Sava
Re in 2017 for the fifth year in a row. In 2017 most
of the Group’s subsidiary companies were audited by
the local auditing staff of the same auditing firm. Due
to local auditor rotation regulations, the 2017 finan-
cial statements for one Group member were audited
by another audit firm.
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Other entities authorised by Sava Re for the provi-
sion of individual services must do so in compliance
with the law, implementing acts, contracts for ser-
vice, internal rules and job instructions that are appli-
cable at Sava Re.

The Company has designated an internal control
system administrator responsible for maintaining
a record of identified internal control weaknesses,
including recommended measures for improving
the internal control system. In accordance with the
Insurance Act, Sava Re set up an internal audit ser-
vice that is responsible for assessing the adequacy
and effectiveness of internal controls employed and
their reliability in the Company’s pursuit of objectives
and management of risks. The internal audit service
reports on its findings to the management board,
the audit committee and the Company’s supervisory

board.

A new contract for the auditing of the financial state-
ments was signed with Ernst & Young in 2016, apply-
ing to the period from 2016 to 2018.

The Company complies with the Companies Act pro-
vision on the rotation of auditors.
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5.6 Details in accordance with Article 70(6) of the Companies Act

(ZGD-1)%°

Sava Re Group share capital structure

Ten largest shareholders as at 31 December 2017*

Shareholder

Slovenian Sovereign Holding

No. of shares

Holding (¢A)
3,043,883 17.7%

Zagrebacka banka, d.d. — fiduciary account

Republic of Slovenia

Sava Re, d.d. (treasury shares)*

European Bank for Reconstruction and Development

(EBRD)

Raiffeisen Bank Austria, d.d. (fiduciary account)

Modra Zavarovalnica d.d.

Abanka, d.d.

East Capital — East Capital Balkans

2,439,852 14.2%
1,737,436 10.1%
1,721,966 10.0%
1,071,429 6.2%

784,710 4.6%
714,285 41%
655,000 3.8%
359,147 21%

0 Modra Zavarovalnica, d.d. - ZVPS

- Total

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 manage-
ment, with one share carrying one vote in the gen-
eral 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.

320,346 19%
12,848,054 74.6%

In accordance with the Sava Re articles of associa-
tion and the applicable legislation, current Sava Re
shareholders also hold pre-emptive rights entitling
them to take up shares in proportion to their exist-
ing shareholding in any future stock offering; their
pre-emptive rights can only be excluded under a res-
olution to increase share capital adopted by the gen-
eral meeting by a majority of at least three-quarters
of the share capital represented.

2 GRI201-4
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Share transfer restrictions

All Sava Re shares are freely transferable.

Qualifying shareholders under the Slovenian Takeover Act (ZPre-1)

As at 31 December 2017 the following shareholders of Sava Re? exceeded the five-percent share threshold
(qualifying holding in accordance with Article 77 of the Slovenian Takeover Act, ZPre-1):

Shareholder No. of shares Holding (%)

Slovenski driavni holding, d.d. (Slovenian Sovereign Holding) 3,043,883 17.7%
Zagrebacka banka, d.d. - fiduciary account 2,439,852 14.2%
Republic of Slovenia 1,737,436 10.1%
Sava Re, d.d. (treasury shares)* 1,721,966 10.0%
European Bank for Reconstruction and Development (EBRD) 1,071,429 6.2%

Total 10,014,566 58.2%

On 2 June 2016 Sava Re received a notice from Adris grupa, d.d., Vladimira Nazora 1, 52210 Rovinj, Croatia, of a change in a major holding in Sava Re. Adris
grupa, together with its subsidiaries, holds 3,278,049 shares in custodial accounts, representing 19.04% of Sava Re issued shares, or 21.15% of outstanding shares.
* Treasury shares carry no voting rights.

Below the table “Ten largest shareholders as at 31 December 20177 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.

?2 Vir: Centralni register vrednostnih papirjev KDD d.d.
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Shareholder agreements restricting
transferability of shares and voting rights

Sava Re is not aware oFany 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

In accordance with Sava Re articles of association,
the chair and members of the management board are
appointed by the supervisory board for a period of five
years. Such appointments are renewable without lim-
itations. 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 assess-
ments of individual members is clearly 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

In accordance with 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 work-
ers’ council, which informs the general meeting of its
decisions. Shareholder representatives of the super-
visory board are elected by the general meeting, by a
majority of votes present. The term of office of super-
visory board members is four years, and is renewable.
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
membership of the supervisory board and for draft-
ing proposals for general meeting resolutions on the
appointment of supervisory board members, includ-
ing the process of periodic fit and proper assessments
of individual members, is clearly set out in the Com-

pany’s fit and proper policy.

Supervisory board members who are shareholder
representatives may be recalled by the general meet-
ing for reasons as prescribed by law based on a gen-
eral meeting resolution 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 amendment. Pursuant to
applicable legislation, they may be amended by reso-
lution of the general meeting by a majority of at least
three-quarters of the share capital represented.

CONTENTS

Powers of the management board, especially
relating to treasury shares

At the 28" general meeting held on 23 April 2014,
the management board was given authorisation to
acquire and sell own shares limited to a three-year
period. The authorisation also set out purposes for
which these own shares may be disposed of, or with-
drawn subject to consent of the supervisory board.
The authorisation enabled the Company to acquire
up to a total of 1,721,966 own shares, representing
10% of its share capital and including own shares that
the Company already owned as of the date of the
general meeting authorisation. In accordance with
the general meeting authorisation, the Company
may acquire its own shares, either by transactions in
or outside the regulated financial instruments mar-
ket.

With the additional own share repurchases in April
2016, the management board fully exhausted 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 (retrocession). Retroces-
sion contracts usually contain provisions governing
contract termination 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 con-
tracts.
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Agreements between an entity and members
of its management or supervisory bodies on
compensation in case of (i) resignation, (ii)
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 enti-
tled to a severance benefit in case of resignation.

A management board member is entitled to termina-
tion benefits if they are recalled for other economic
or business reasons (major change in shareholder
structure, reorganisation, launch of new product,
major change in Company objects and such like) in
conjunction with termination of their employment
relationship with the Company.

A management board member is entitled to termi-
nation benefits also if their function is terminated by
mutual consent in conjunction with termination of
their employment relationship with the Company.

Ljubljana, 28 March 2018
Save Re Management Board

W Marko Jazbec, Chairman

Srecko Cebron, Member

r[m &{Q\’_JJoEt Dolnicar, Member

Polona Pirs Zupancic, Member

Ljubljana, 4 April 2018
Save Re Supervisory Board

W%ateﬁ Lovsin Heri¢, Chair
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6 MISSION, VISION, STRATEGIC FOCUS

AND GOALS

6.1 Mission and vision%

We are working to become a recognised provider of
comprehensive insurance and reinsurance services
in our target markets, to establish a climate of trust
and loyalty among stakeholders, become recognised
as a company that communicates transparently and
fairly, to meet the expectations of our shareholders
and achieve an adequate return on equity, to raise
awareness about the organization’s values and to
integrate them into fundamental business policies
and people’s behaviour.

Through a positive climate, good business culture,
continuous training and investments in employ-
ees, we contribute to a continuous development of
insurance and ancillary products and to more optimal
business processes. We are developing a Group-spe-
cific corporate culture that will be reflected in the
quality of services and in the loyalty of the employees
to their company and the Group.

By definition, insurance is the provision of economic
security through the spreading of economic risks,
which is why the industry is tightly intertwined with
the economy at large. Within this system, Sava Re
has a responsibility to support activities that contrib-
ute to improving the social environment. Sustain-
able development is an area to which the Company
is increasingly committed. Special attention is given
to the exchange of knowledge, ongoing training of
employees and external stakeholders and the utiliza-
tion of synergies among Sava Re Group companies.
The social responsibility demonstrated by the Com-
pany reflects the values on which we intend to focus
more in the future.

Our mission

Through commitment and constant progress, we
ensure security and quality of life.

Our vision

We are creating a modern, digital, socially-oriented
and sustainable insurance Group.

What we are like

We grow relationships with our colleagues in a respon-
sible, frank and respectful manner.

We exceed client expectations with our ongoing
efforts to make improvements and strengthen rela-
tionships.

We are active in relation to the environment (owners,
social environment).

2 GRI102-16
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6.2 Goals achieved in 2017%

The Sava Re Group achieved the following targets in 2017:

(€ million)

Growth/decline in premiums

Net incurred loss ratio, excluding exchange differences
Net combined ratio, excluding exchange differences
Profit/loss, net of tax

Investment return, excluding exchange differences

SAVA RE GROUP ANNUAL REPORT 2017 >

2017 plan Actual 2017  Index / deviation in p.p.

494.3 517.2 104.6
0.8% 5.5% 4.7 p.p.
32.6% 32.7% O01p.p.
59.4% 60.5% 1p.p.
94.6% 95.5% 09 p.p.
32.6 311 95.4
1.8% 2.0% 0.2p.p.
10.3% 10.1% -0.2p.p.

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

In 2017 the Sava Re Group exceeded its target gross
premiums written, primarily as a result of the high pre-
mium growth achieved by the Slovenian Zavarovalnica
Sava. While the expense ratio was only slightly higher
than planned, the net incurred loss ratio (excluding
exchange differences) and the combined ratio (exclud-
ing exchange differences) were both higher than
planned. The higher net incurred loss ratio (excluding

exchange differences) and expense ratio deteriorated
primarily because of large losses in the reinsurance seg-
ment. The investment return was better than planned.
In 2017, the return on equity was 10.1% and thus only
slightly below target. However, the combined ratio and
the return on equity remained within the range of the
Group’s strategic guidelines.

Realisation of planned consolidated gross premiums written

600.0

500.0

400.0

300.0

200.0

100.0

0.0

(€ million) 2017 plan

. International life
M International non-life
B Slovenialife

B Slovenia non-life

B Reinsurance business

2017

The consolidated gross premiums written exceeded the plan by 4.6%, with growth driven primarily by the non-life insur-

ance segment in Slovenia.

* GRI103-1,103-2,103-3
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6.3 Sava Re Group strategy highlights

The Sava Re Group defines its strategy in terms of four pillars:

SAVA RE
GROUP

INTEGRAL RISK MANAGEMENT

INSURANCE REINSURANCE ASSET
OPERATIONS OPERATIONS MANAGEMENT

BUSINESS SUPPORT ACTIVITIES

Key guidelines set out in the strategy:

» digitalisation and technological modernisation of operations to place the client at the centre;
* growth through acquisitions;

* seeking opportunities in environmentally/sustainability-oriented investment projects;

* closing the gap between intrinsic value and market price of shares.

CAPITAL
GROWTH
AND USE

CONTENTS

Long-term strategic targets:

+ The long-term objective is to achieve, at the Group
level and in terms of a 3-year average, a return on
equity (ROE) that at is at least equal to the cost of
capital. The internally-calculated cost of equity of
the Sava Re Group with regard to its composition is
10.4% (+/- 0.5 p.p.).

+ In the period 2017-2019, the solvency ratio at the
Group level will be in the range of 170% and 230%
(between the bottom of the optimum/target range
and the top of the suboptimal capital range).

+ Non-life business of the Group will achieve a three-
year average combined ratio of not more than 95%,
while reinsurance® will achieve a combined ratio of
not more than 93%.

« As regards life insurance business, the profitability
of new policies written by Zavarovalnica Sava and
insurers outside Slovenia will be at least 5% and
2.5%, respectively (ratio of the value of new poli-
cies to the present value of expected premiums of
such new policies).

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 seg-
ment 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 volumes and particularly
profitability of life business;

D taking advantage of segment cost synergies.
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Health insurance in Slovenia:

« launch of health insurance products in Zavaroval-
nica Sava; gradual roll-out in companies outside
Slovenia.

Pension business in Slovenia:

« growth above market growth rates;

+ utilisation of synergies in the Group;

« promoting private sector sales (for maximum utili-
sation of tax relief).

Reinsurance operations:

« growth in international reinsurance markets;
« maintaining a high-quality reinsurance portfolio;
« good geographic diversification.

Bancassurance:

» streamlining processes in existing banking partners,
developing new products and forming new partner-

ships.
Assistance services:
« providing own assistance services.
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 vehi-
cle 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 afforda-
ble products (life policies);

« integration of the Macedonian pension company
into the Sava Re Group.

% When calculating the combined ratio based on the planning financial statements for Sava Re, it is necessary to exclude part of the expenses relating to the

administration of the Group that are not related to reinsurance business.
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6.4 Plans of the Sava Re Group for 2018

Key targets for 2018
(€ million) 2016 2017 2018 plan Index/difference in
p-p- 2018 plan/2017

Growth/decline in premiums 0.8% 5.5% 2.8% -

Net incurred loss ratio, excluding 58.2% 60.5% 59.4-59.9% -0.6 p.p.

exchange differences

Net combined ratio, excluding exchange 94.6% 95.5% 94.0-94.5% -1.0 p.p.

differences

Profit/loss, net of tax 329 311 37.0-39.0 119.0

Investment return, excluding exchange 2.2% 2.0% 1.7% -0.3 p.p.

differences

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

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

300.0

250.0

200.0

150.0

100.0

g77 962 1002

50.0

0.0

International non-life International life

M 2016 B 2017 B 2018 plan

(€ million) Reinsurance business Slovenia non-life Slovenia life

* Premiums of Sava pokojninska are included in the Slovenian life insurance business segment.
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Reinsurance operations

Reinsurance premiums will rise by 7.2% in 2018,
which marginally exceeds past growth and will pri-
marily be the result of growth in new markets.

Insurance business in Slovenia

The key objectives in Slovenia for 2018 are associ-
ated with digitisation and technological modernisa-
tion projects in order to place the client at the cen-
tre. Another important goal is to further streamline
operations, achieving synergistic benefits from the
merger of insurance companies at the end of 2016.
In addition, we expect to see the first results of our
entry into the health insurance market and develop-
ment of assistance insurance or services.
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Insurance business abroad

We are planning for our non-life insurance companies
abroad to grow at a rate of over 10%; life business
will grow at a rate of over 13%. The former will roll
out assistance products, while the latter will reach the
break-even point, and both will seek opportunities to
further develop cooperation with banks.

Pension business

We are planning for Slovenian pension business
to grow by 8.3% in terms of contributions paid in
life-cycle funds. Another objective is to enlarge the
share of individual policies. A pension company based
in Macedonia will join the Group and will contribute
to the increase in the share of pension business in the
Group’s premium income.
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/7 BUSINESS ENVIRONMENT

Slovenia?®

Major economic indicators for Slovenia

* In Slovenia, economic activity in most sectors

e The number of registered unemployed persons

2017
picked up further towards the end of 2017. declined in 2017 for the third consecutive year,
Real change in GDP (%) 4.4 and even more markedly than before. The inflow
GDP (€ million) 42,761 * The general improvement in domestic economic into unemployment dropped again, largely owing
. % conditions, alongside favourable labour market to fewer people registering as unemployed as a
Registered unemployment rate (%) 95 developments, contributed to further recovery in result of the expiration of their temporary employ-
Average inflation (%) 15 the residential property market. All of this, includ- ment contracts. There were also fewer first-time
. - ing increased government investment, boosted Jobseekers, which is related to the improvement
Population (million) 2.1 . . . . . ! ! .. .
construction activity. Rising domestic and foreign in economic conditions and smaller generations of
GDP per capita (€) 20,362 demand, coupled with high consumer confidence, young people finishing school. As a result of fewer
Insurance premiums (€ million) 2,176.8 |¢—?‘d to Fur’Fher growt'h in turnovaer in mar!<et ser- unemployed, the outflow into e.mploymen.t was also
- ; . vices. Business confidence continues to improve somewhat more modest than in the previous year.
- growth/decline in insurance premiums (%) 7.7 and is now approaching ten-year high. The probability?” of transition from unemployment
Insurance premiums — non-life (€ million) 1,529.3 to employment remains relatively high. At the end
. . . . Towards the end of 2017, the number of employed of 2017, a total of 85,060 persons were registered
- growth/decline in non-life insurance premiums (%) 5.5 . o .
persons rose further, most notably in manufac- as unemployed, 14.6% fewer than in December
Insurance premiums - life (€ million) 647.5 turing, commerce and transportation. Meanwhile, 2016.
- growth/decline in life insurance premiums (%) 13.5 more .&md more companies, particularly in manu- ) o
. . facturing, are facing a shortage of properly skilled * Year-on-year growth in consumer prices increased
Insurance premiums per capita (€) 1,036.6 and qualified workers, which is reflected in a further somewhat in December. Inflation was mainly
Non-life insurance premiums per capita (€) 728.2 increase in the employment of foreign workers in driven by higher prices for commodities, particu-
Life insurance premiums per capita (€) 308.3 some sectors. Corporate sho.rt-t.erm expectations larly energy and fo.od (especia'”y unprocessed). The
for future employment remain high. Year-on-year contribution of prices of semi-durable goods (par-
Premiums/GDP (%) 5.1 growth in the number of persons employed in the ticularly clothing and footwear) rose further at the
Non-life premiums/GDP (%) 36 public sector is mainly the result of higher employ- end of the year, while prices of durable goods were
ment in the education (particularly primary educa- down year on year. The growth in the prices of ser-
Life premiums/GDP (%) 1.5 tion) and health sectors. vices, which was below the monthly 2017 average,
Average monthly net salary (€) 1,056 contributed 0.4 p.p to inflation. The absence of

inflationary pressures is also reflected in core infla-

Premiums for 2016 and 2017 are shown without the premiums of the branches of Adriatic Slovenica and Zavarovalnica Sava in Croatia. tion. which remains low
R .

7 The probability of transition from unemployment to employment is expressed as the percentage of unemployed who find work in a given month. In recent

% Source: UMAR, Economic Mirror, no. 1/2018, Statistical Office of the Republic of Slovenia, Slovenian Insurance Association. months the probability of finding a job has been higher on average than in the period before the crisis.
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The Slovenian insurance market?® Market shares of Zavarovalnica Sava in the Slovenian insurance market?
Slovenian insurance market Breakdown of premiums
2017 in the Slovenian insurance market in 2017 20.0%
18.0%
16.0%
14.0%
Life business .
29.7% 120%
10.0%
13.0%
8.0%
o 6.0%
28.5%
4.0%
2.0%
22.5% Non-life business 0.0%
70.3% '
B Zavarovalnica Triglav M Vzjemna B Total B Non-life business [l Life business
B Zavarovalnica Sava [ | Triglav zdravstvena
B Adriatic Slovenica Il Otherinsurers
Premiums and market shares in the Slovenian reinsurance market°
Gross premiums Market share Gross premiums Market share
written written
Sava Re 153,219,752 55.3% 147,426,893 55.7%
Triglav Re 123,713,912 44.7% 117,417,689 44.3%
276,933,664 100.0% 264,844,582 100.0%
%8 Source: Slovenian Insurance Association. Market shares are calculated excluding the premiums of the branches of Adriatic Slovenica and Zavarovalnica Sava in 2 Source: Slovenian Insurance Association.

Croatia. 9 Source: internal data of Sava Re and Triglav Re.
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Croatia31 Croatian insurance market®?
Croatian insurance market Breakdown of premiums
Major economic indicators for Croatia 2017 in the Croatian insurance market in 2017
2013 2014 2015 2016 2017
Real change in GDP (%) -1 -0.5 2.2 3.0 2.5
GDP (€ million) 43,487 42,978 44,068 45 819 47,193 T
Registered unemployment rate (%) 17.3 17.3 16.3 13.1 12.6 32.5%
Average inflation (%) 2.2 -0.2 -0.5 -1 0.7
Population (million) 4.3 4.2 4.2 4.2 4.2
GDP per capita (€) 10,218 10,141 10,482 10,985 11,236
Insurance premiums (€ million) 1,197.7 1,121.4 1,146.0 1,167.6 1,231.0
- growth/decline in insurance premiums (%) -0.3 -6.4 2.2 1.9 54
Insurance premiums — non-life (€ million) 862.7 775.9 760.5 777. 8311 Non-li6f7e :;siness
- growth/decline in non-life insurance premiums (%) -1.3 -1041 -2.0 2.2 6.9
Insurance premiums - life (€ million) 3349 345.5 385.5 390.5 400.0 B Coost B Unics csiurane
- growth/decline in life insurance premiums (%) 24 3.2 1.6 1.3 2.4 B Allonz Zagreb B Zoverovelnica Sava - branch office
Insurance premiums per capita (€) 2814 264.6 272.6 279.9 2931 B Euroherc [ Otherinsurers
Non-life insurance premiums per capita (€) 202.7 183.1 180.9 186.3 197.9 Bl Wiener osiguranje VIG
Life insurance premiums per capita (€) 787 815 97 93.6 95.2
Premiums/GDP (%) 2.8 2.6 2.6 25 2.6
Non-life premiums/GDP (%) 20 18 7 7 18 Market shares of Zavarovalnica Sava in the Croatian insurance market33
Life premiums/GDP (%) 0.8 0.8 0.9 0.9 0.8 14%
Average monthly net salary (€) 728 725 750 755 790 . -
Exchange rate (HRK/€) 7.579 7.634 7.614 7.533 7.464

1.0%

0.8%

0.6%

04%

0.2%

0.0%

2013 2014 2015 2016 2017

B Total B Non-life business [l Life business

32 Source: Croatian Insurance Bureau.

3 Source: Croatian Chamber of Commerce and Industry, EMIS database, Croatian Insurance Supervision Agency. 33 Source: Croatian Insurance Bureau.
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Serbia®*

Major economic indicators for Serbia

Real change in GDP (%)
GDP (RSD million)
GDP (€ million)

Registered unemployment rate (%)

Average inflation (%)

Population (million)

GDP per capita (€)

Insurance premiums (€ million)

- growth/decline in insurance premiums (%)
Insurance premiums — non-life (€ million)

- growth/decline in non-life insurance premiums (%)
Insurance premiums — life (€ million)

- growth/decline in life insurance premiums (%)
Insurance premiums per capita (€)

Non-life insurance premiums per capita (€)
Life insurance premiums per capita (€)
Premiums/GDP (%)

Non-life premiums/GDP (%)

Life premiums/GDP (%)
Average monthly net salary (RSD)
Average monthly net salary (€)

Exchange rate (RSD/€)

2013 2014 2015 2016 2017
26 1.8 0.8 2.8 18
3,618167 3685457 3,954,368 4,117,150 4321128
32,036 31,535 32,800 33,500 35,600
22.1 20.1 18.2 159 135
7.8 21 14 11 31

7.2 7.2 71 71 7.0
4,449 4,380 4,620 4718 5,086
567.0 593.9 671.2 725.3 810.0
42 47 13.0 8.1 17
4425 456.9 510.6 537.1 628.0
0.8 33 1.8 5.2 16.9
124.5 136.9 160.6 188.2 182.0
18.7 10.0 17.3 17.2 33
78.8 82.5 94.5 102.2 115.7
61.5 63.5 719 75.6 89.7
17.3 19.0 22.6 26.5 26.0
1.8 19 2.0 2.2 2.3

14 14 16 16 18

0.4 0.4 0.5 0.6 0.5
43,932 44,530 44,437 45,862 47,888
389 381 369 373 395
112.9 16.9 120.6 122.9 121.4

* Insurance premiums for 2017 are estimates, as data for the entire year were not yet published.

Market shares of Sava nezivotno osiguranje

3.0%

2.5%

2.0%

15%

1.0%

05%

0.0%

Data for 2017 are for 1-9/2017 only, as data for the entire year were not yet published.

B Total

B Non-life business

1-9/2017

3 Source: Unicredit: CEE Quarterly 1Q 2018, National Bank of Serbia.
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The Serbian insurance market3®

Serbian insurance market

1-9/2017

Breakdown of premiums
in the Serbian insurance market 1-9/2017

Life business

22.5%

Non-life business

77.5%
. Dunav . Triglav
B Delta Generali Osiguranje " Sava nedivotno osiguranje
I DDOR [ Sava fivotno osiguranje
W Wiener [ Otherinsurers

Data for 2017 are for 1-9/2017 only, as data for the entire year were not yet published.

Market shares of Sava nezivotno osiguranje (SRB) and Sava Zivotno osiguranje (SRB) in the Serbian insurance market3¢

Market shares of Sava Zivotno osiguranje

1.0%
09%
0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.2%
01%
0.0%

2016 1-9/2017

B Total

Data for 2017 are for 1-9/2017 only, as data for the entire year were not yet published. B Life business

3 Source: National Bank of Serbia.

36 Source: National Bank of Serbia.
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N\acedonia37 Macedonian insurance market3®

Macedonian insurance market Breakdown of premiums
2017 in the Macedonian insurance market in 2017

Major economic indicators for Macedonia

2013 2014 2015 2016 2017
29 36 39 29 16 Mt
501,891 527,631 558954 598881 630,859 16.1%
8,104 8,571 9,087 9,720 10,265
29.0 28.0 261 237 24
3,859 4,081 4,327 4,628 4,888
116.2 123.9 134.5 141.5 146.3
104.4 109.5 116.7 120.6 122.8 =
A R e e e 03 49 6.6 33 1.8 B ooty B At G 56
18 14.4 17.8 21.0 235 F=lhe B o g
R e Ao 21.4 226 232 17.9 122 B cooink B Other insurers
55.3 59.0 64.0 67.4 69.7
49.7 52.1 55.6 57.4 58.5
56 6.9 8.5 10.0 1.2
14 14 15 15 14 Market shares of Sava osiguranje (MNE) on the Macedonian insurance market®
13 13 13 12 12 0%
61932 61.561 61.510 61.616 61458 .
6.0%
40%
2.0%
0.0%
2013 2014 2015 2016 2017
B Total B Non-life business

* Source: National Insurance Bureau of the Republic of Macedonia.

¥ Source: Republic of Macedonia, Ministry of Finance: Macroeconomic indicators January 2018, National Insurance Bureau of the Republic of Macedonia. ¥ Source: National Insurance Bureau of the Republic of Macedonia.
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Montenegro40 Montenegrin insurance market
Montenegrin insurance market akdown of premiums
Major economic indicators for Montenegro 2017 in the Montenegrin insurance market in 2017
2013 2014 2015 2016 2017
35 1.8 3.4 29 4.0 Mt
3,362 3,458 3,625 3,954 3,957 17.3%
o5 w0 w2 wi s
5,603 5,763 6,042 6,590 6,595
72.8 724 81.8 801 81.8
- growth/decline in insurance premiums (%) 8.7 0.5 12.9 2.0 2.0
Insurance premiums — non-life (€ million) 61.9 59.9 67.6 66.5 67.6 NI
- growth/decline in non-life insurance premiums (%) 7.7 -3.3 13.0 -1.7 1.7 8277
102 126 142 137 142 B Lovéen osiguranje T Uniga nefivotno osiguranje
1213 120.7 136.3 1336 136.3 B Delts Genersliosiguranje [l Other insurers
10322 99.8 127 10.8 127
w1 w9 ze  ms | @
18 7 9 7 7 Market shares of Sava osiguranje (MNE) on the Montenegrin insurance market*2
03 04 04 03 04 25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
2013 2014 2015 2016 2017
B Total B Non-life business

4" Source: Insurance Supervisor of Montenegro.

4% Source: Ministry of Finance of Montenegro: Macroeconomic trends for 2017-2020, Institute of statistics of Montenegro, insurance supervision agency. 42 Source: Insurance Supervisor of Montenegro.
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Kosovo™®

Major economic indicators for Kosovo

2013 2014 2015 2016 2017
Real change in GDP (%) 34 1.2 4.1 34 3.5
GDP (€ million) 5,327 5,567 5,807 5,985 6,291
Registered unemployment rate (%) 30.0 35.3 329 323 264
Average inflation (%) 1.8 04 -0.5 0.3 14
Population (million) 1.8 1.8 1.8 1.8 19
GDP per capita (€) 2,935 3,022 3,159 3,254 3,370
Insurance premiums (€ million) 794 82.5 814 83.8 874
- growth/decline in insurance premiums (%) 1.5 3.8 -1.3 29 4.4
Insurance premiums — non-life (€ million) 774 80.1 787 81.2 849
- growth/decline in non-life insurance premiums (%) 10.9 3.5 -1.7 3.2 4.6
Insurance premiums - life (€ million) 2.1 24 2.7 2.6 2.5
- growth/decline in life insurance premiums (%) 389 16.5 12.5 -4.3 -2.2
Insurance premiums per capita (€) 43.8 44.8 443 45.6 46.8
Premiums/GDP (%) 1.5 1.5 14 14 14
Average monthly net salary (€) 364 429 446 463 452

Kosovan insurance market

. Eurosig (former Dardania)
i | Sigal Uniqa
W sigmaVIG

lllyria
oy

2017

. E|sig
M lyria Life

[ Otherinsurers

Kosovan insurance market**

Breakdown of premiums
in the Kosovan insurance market in 2017

Non-life business

97.1%

Life business

2.9%
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Market shares of lllyria and lllyria Life in the Kosovan insurance market*

14.0%

Market shares of lllyria

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

Market shares of lllyria Life

80.0%

2017

. Total

B Non-life business

70.0%

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

2017

B Total

. Life business

43 Source: Central bank of the Republic of Kosovo, www.imf.org.
44 Source: Central Bank of the Republic of Kosovo.
4 Source: Central Bank of the Republic of Kosovo.
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< BUSINESS REPORT

8 SAVARE GROUP REVIEW
OF OPERATIONS#

e The reinsurers’ share of technical provisions (rein- * Equity was reallocated from the reinsurance seg-

Business is presented by operating segment (non-life insurance, life insurance, reinsurance business and the

“other” segment) and by geography (Slovenia and international). The “Slovenia” segment includes figures for

the Slovenian part of Zavarovalnica Sava and Sava pokojninska (life segment), while the “international” segment
covers the operations of the other subsidiaries, including the Croatian part of Zavarovalnica Sava. The reinsur-

ance segment was not broken down geographically, 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 this 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 reinsurance segment
to the non-life and life segments (Sava Re as the
controlling company handles the reinsurance of

* Other operating expenses of the reinsurance seg-

ment were reduced by the portion of expenses
attributable to the administration of the Sava Re
Group. Since Sava Re is the controlling company of
the Group and manages its subsidiaries, a part of its
expenses relates also to the administration of the
Group. These expenses were reallocated from the
reinsurance segment to other segments based on
gross premiums written. Such reallocation has also

surers’ share of unearned premiums, claims provi-
sions and other provisions) and deferred acquisition
costs — in the same way as described in indent one
of the description of adjustments to income state-
ment items.

ment to the non-life and life segments 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).

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

Summary consolidated income statement

€)

Net earned premiums

2017 2016 Index
470,865,993 458,101,526 102.8

most of the risks of the subsidiaries within the Sava been made for other operating expenses relating to Investment income 27,446,915 33,136,242 828
Re Group): in the segment reporting information, intra-Group reinsurance transactions. In the period Net unrealised gains on investments of life insurance 16,849,384 17,958,678 93.8
reinsurance premiums received by the reinsurer 1-12/2017, Sava Re allocated 61.7% of other oper- policyholders who bear the investment risk
from the subsidiaries were reallocated to the seg- ating expenses to segments as monitored (non-life Other technical income 15,429,720 18,237,409 84.6
ment from where they arose (the same applies by and life insurance business) by premium structure :
analogy to reinsurance-related claims, commission (1-12/2016: 64.0%). Other income 6,058,000 6,489,633 93.3
income, change in unearned premiums, claims pro- * Investment income and expenses are reallocated NeHeIsimshincurred 296,103,320 268,393,776 110.3
visions and deferrgd acquisition co.sts. arising out from the reinsurance segment to the.non—lnce insur- Change in other technical provisions 2179.849 5254856 15
of reinsurance business). In the elimination pro- ance and life insurance segments, using the key for
cess, the portion of business retroceded by Sava the apportionment of net technical provisions for Change in technical provisions for policyholders who bear the 1,121,327 -17,442 161 6.4
Re to foreign reinsurers was not allocated to the the rolling year (average of past four quarters). investment risk
non-life and life segments. Retrocession-related Expenses for bonuses and rebates 5,848 -1,263,545 -0.5
expenses usually exceed income (except in the case In the statement of financial position, the following .
of catastrophe claims). To provide a more adequate adjustments were made in addition to the elimina- Operating expenses -156,962,328 -159,563,486 984
presentation of segment profitability, the result of tions made in the consolidation process: Expenses for investments in associates and impairment losses 0 -1,693,699 -
the retroceded business was also allocated to the on goodwill
segment to which it related (non-life or life). All * Intangible assets — goodwill was allocated to the Expenses for financial assets and liabilities 11,891,544 -8,556.415 139.0
these items were adjusted only in the part relating segment from which it arose (reallocated from the - ; o
to the risks of subsidiaries retroceded by Sava Re to reinsurance segment to the non-life or life seg- Nelf ":"elzl'sed I:”':s on }""",eStme“ts °F!'l;(° insurance -8,256,416 11,256,348 733
foreign reinsurers. ments, depending on which subsidiary it related to). policyholders who bear the investment ris

e The balance of financial investments was reallo- Other technical expenses -17,486,080 -17,310,937 101.0

cated from the reinsurance segment to the non-life
insurance and life insurance segments using the key
for the apportionment of net technical provisions
for the rolling year (average of past four quarters).

4 A glossary of selected insurance terms and calculation methods for ratios is appended to this annual report.

Other expenses
Profit or loss before tax

Income tax expense

Net profit or loss for the period

-2,774,013 -2,518,278 110.2
39,880,983 40,669,987 98.1
-8,786,075 7,751,774 113.3
31,094,908 32,918,213 94.5
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Consolidated net premiums earned
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Consolidated net premiums earned by operating segment

Consolidated net premiums earned

©)

2017 2016 Index

Gross premiums written 517,233,431 490,205,154 105.5
Net premiums written 482,990,135 458,962,640 105.2
Change in net unearned premiums -12,124,142 -861,114 1408.0
470,865,993 458,101,526 102.8
Consolidated net premiums earned by class of business
((9) 2017 y [ Index
Personal accident 27,697,840 30,432,580 91.0
Health 6,885,267 2,928,204 2351
T OE ey 87,691,767 81,980,726 107.0
Railway rolling stock 191,782 91,376 209.9
Aircraft hull 167,714 876,454 191
Ships hull 4,992,710 3,690,491 135.3
Ce= T it 6,342,375 6,580,317 96.4
T e I 78,750,066 79,164,292 99.5
Other damage to property 32,698,422 36,019,044 90.8
Motor liability 102,487,948 98,741,014 103.8
Aircraft liability 253,849 167,549 151.5
Liability for ships 944,269 756,694 124.8
General liability 18,653,533 17.144,546 108.8
Credit 4,325,848 3,455,990 125.2
Suretyship 400,850 294,814 136.0
Miscellaneous financial loss 2,290,214 4,313,773 53.1
Legal expenses 224,098 451,362 49.6
e 5,827,553 5,184,295 12.4
Life 42,083,797 38,440,437 109.5
Unit-linked life 47,956,091 47,370,770 101.2
Capital redemption 0 16,798 -
AT EeE s T S oz

350.0

300.0

250.0

200.0

150.0

100.0

50.0

00

(€ million) Reinsurance business

Non-life insurance business Life insurance business

M 2016 B 2017

Consolidated gross premiums written by class of business

2017

21.0%

€517.2

million

M Motor liability

B Fire and natural forces
B Land vehicles casco
" Unit-linked life business

2016

19.5%

€490.2

million

[ Other damage to property
I Personal accident

[ Other
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Consolidated net claims incurred

Net claims incurred, including the change in the mathematical and UL provisions

2017 2016 Index

©)
Gross claims paid 309,727,160 269,445,796 114.9

Net claims paid 293,880,632 254,626,142 1154

Change in the net provision for outstanding claims 2,222,688 13,767,634 16.1

Change in other technical provisions* 2,179,849 5,254,856 41.5

Change in technical provisions for policyholders who bear the 1,121,327 17,442,161 6.4

investment risk

Net claims incurred, including the change in the mathematical and 299,404,496 291,090,793 1029

UL provisions

* These are mainly mathematical provisions.

Consolidated net claims incurred by class of business*’

€) 2017 2016 Index
Total 296,103,320 268,393,776 110.3

4 These do not include the change in other technical provisions nor the change in the technical provision for policyholders who bear the investment risk.
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Consolidated net claims incurred by operating segment, including the change in the mathematical and UL provisions

180.0

160.0

120.0

100.0

80.0

60.0

40.0

20.0

00

Non-life insurance business Life insurance business

M 2016 B 2017

(€ million) Reinsurance business

The net claims incurred by operating segment include the change in other technical provisions and the change in technical provisions for policyholders who bear
the investment risk.

Consolidated gross claims paid by class of business

2017 2016

€309.7 €2694

million million

M Land vehicles casco B Other damage to property

T Motor liability ' Unit-linked life business
B Fire and natural forces [ Personal accident
| RS [ Other
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Consolidated operating expenses

Consolidated operating expenses

((9) 2017 2016 Index
Acquisition costs 51,949,127 51,882,550 10041

Change in deferred acquisition costs (+/-) -2,389,002 1,474,454 -162.0

Other operating expenses 107,402,203 106,206,482 1011

Operating expenses 156,962,328 159,563,486 98.4

Income from reinsurance commission -2,870,868 -3,732,607 76.9

Net operating expenses 154,091,460 155,830,879 98.9

Gross expense ratio 30.8% 32.2%

Net expense ratio 32.7% 34.0%

Consolidated net operating expenses by operating segment

120.0

100.0 104.7 104.9

80.0

60.0

40.0

20.0

00

Non-life insurance business Life insurance business

M 2016 B 2017

(€ million) Reinsurance business

* The “other” item represents 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 change
Net inv. income of the investment portfolio 15,731,567 24,612,812 -8,881,245

Net inv. income of the investment portfolio, excluding 21,662,931 23,122,262 -1,459,331

exchange differences

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

Consolidated income and expenses relating to the investment portfolio

€) 2017 2016  Absolute change
[ [e{e]
Interest income 18,607,327 21,233,656 -2,626,329

Change in fair value and gains on disposal of FVPL assets 229,386 737,997 -508,611

Gains on disposal of other IFRS asset categories 3,122,333 2,314,834 807,499

Income from dividends and shares — other investments 1,141,433 1,284,400 -142,967

Exchange gains 4,202,714 7,325,123 -3,122,409

Diverse other income 657,837 622,207 35,630

Income relating to the investment portfolio 27,961,030 33,518,217 -5,557,187

Net unrealised gains on investments of life insurance 16,849,384 17,958,678 -1,109,294

policyholders who bear the investment risk
EXPENSES
Interest expenses 718,860 842,126 -123,266

Change in fair value and losses on disposal of FVPL assets 79,645 631,525 -551,880

Losses on disposal of other IFRS asset categories 584,859 498,683 86,176

Impairment losses on investments 320,000 594,683 -274,683

Exchange losses 10,134,078 5,834,573 4,299,505

Other 392,021 503,815 -111,794

Expenses relating to the investment portfolio 12,229,463 8,905,405 3,324,058

Net unrealised losses on investments of life insurance 8,256,416 11,256,348 -2,999,932

policyholders who bear the investment risk

Income/expenses include income/expenses relating to investment property. These are shown in the income statement under other income/expenses.
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Consolidated gross profit or loss

Composition of the consolidated gross income statement Composition of the consolidated gross income statement by operating segment

250 250

20.0 20.0
15.0 15.0
10.0 10.0
50 5.0
0.0 0.0
-50 ‘ -50 ‘
(€ million) Underwriting result Investment result Result of life Other* (€ million) Reinsurance business Non-life insurance business Life insurance business Other*
(reins. + non-life) (reins. + non-life)
W 2016 B 2017 W 2016 B 2017
* The “other” item includes the gross profit/loss of the “other” segment (non-insurance companies) and impairment losses on goodwill, which were not reported in * Other includes gross profit/loss of the “other” segment (non-insurance companies).

2017 (2016: €1.7 million).

Ker na posamezne elemente izida vplivajo tecajne razlike, smo jih za njegov vsebinski prikaz v spodnjem grafu izlocili.

Composition of the consolidated gross result, excluding exchange differences

250

20.0

150

10.0

5.0

0.0

-50 ‘
(€ million) Underwriting result Investment result Result of life Other*

(reins. + non-life) (reins. + non-life)
B 2016 B 2017

* The “other” item includes the gross profit/loss of the “other” segment (non-insurance companies) and impairment losses on goodwill, which were not reported in

2017 (2016: €1.7 million).
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8.1 Reinsurance

This segment reflects the developments in the portfolio that Sava Re writes outside Slovenia, and represents
exclusively the business operations of companies outside the Sava Re Group.

Composition of the consolidated gross income statement; reinsurance business

10.0

8.0

6.0

4.0

20

0.0 0.1

0.0

-2.0

-4.0 ‘
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Composition of the consolidated gross income statement, excluding exchange differences; reinsurance business

7.0

6.0
50
4.0
3.0
20
10
0.0 01
0.0

(€ million) Underwriting result

The net effect of exchange differences on profit or
loss is immaterial, as the Company follows a strict
asset-liability currency management policy. The
impact of exchange differences on the result by oper-
ating segment was as follows: underwriting categories
were impacted by exchange gains of €4.7 million
(2016: €1.8 million losses) and investment activities

by losses of €5.5 million (2016: €1.4 million gains).

Investment result Other income and expenses

B 2016 B 2017

The table below shows the composition of the gross
income statement in the reinsurance segment,
excluding exchange differences. With this exclusion,
net claims incurred increased by 5.1%, as the rein-
surance portfolio suffered several losses abroad. The
most notable claims related to the storm in the Car-

ibbean and a flooded mine in Russia. At 69.0%, the

net incurred loss ratio was thus 4.5 p.p. lower than

in 2016. The investment result was more favourable,
mainly on account of capital gains.

-1.0 ‘
(€ million) Underwriting result Investment result Other income and expenses
M 2016 B 2017
Net premiums earned
Net premiums earned; reinsurance business
€) 2017 2016 Index
Gross premiums written 96,220,818 92,683,719 103.8
Net premiums written 92,506,611 88,620,585 104.4
Change in net unearned premiums -1,753,176 3,786,781 -46.3
Net premiums earned 90,753,434 92,407,367 98.2

Gross premiums written in the reinsurance segment
in 2017 were up 3.8%. Premium growth is driven by
the growth in XL business with the highest absolute
growth achieved in marine reinsurance business. The

change in net unearned premiums had a negative
impact on net earned premiums in 2017 (higher bal-
ance of net unearned premiums), while in 2016 the
impact was positive. In 2016, unearned premiums

declined owing to the drop in gross premiums written
and a larger share of the non-proportional portfolio
with relatively lower unearned premiums.

More details on the movement in unconsolidated
data are provided in section 20.1 “Sava Re review of
operations”.
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Net claims incurred*®

Net claims incurred; reinsurance business

(€9)
Gross claims paid
Net claims paid

Change in the net provision for outstanding claims

Net claims incurred

2017 2016 Index
54,159,750 58,010,218 93.4

53,508,162 53,730,691 99.6

2,554,245 6,882,231 371

56,062,407 60,612,921 92.5

Net claims incurred, excluding exchange differences; reinsurance business

(€9)
Gross claims paid
Net claims paid

Change in the net provision for outstanding claims

Gross claims decreased by 6.6% compared to 2016,
because large claims were paid in 2016 for previous
underwriting years.

Net claims incurred fell by 7.5% year on year. The
change in the net provision for outstanding claims
(increase) was lower than in 2016 mainly due to the
effect of exchange differences that drove claims pro-

visions down by €6.2 million in 2017 and up by €1.4
million in 2016. By excluding exchange differences,

2017 2016 Index
54,159,750 58,010,218 93.4

53,508,162 53,730,691 99.6

8,763,433 5,522,126 158.7
62,271,594 59,252,816 10541

the change (increase) in 2017 was higher than in
2016 on account of additional provisions set aside for
newly reported claims (the mine loss in Russia, col-
lision of two ships near Shanghai, fire loss in Russia
and similar).

More details on the movement in unconsolidated
data are provided in section 20.1 “Sava Re review of
operations”.

“ GRI201-2

CONTENTS

Operating expenses

Consolidated operating expenses; reinsurance business

Acquisition costs

Change in deferred acquisition costs (+/-)
Other operating expenses

Operating expenses

Income from reinsurance commission

Net operating expenses

Acquisition costs were down despite higher premi-
ums written. Acquisition costs accounted for 22.0%
of gross premiums written in 2017, an improvement
of 1.6 p.p. compared to 2016. Deferred acquisition
costs increased in 2017 in line with the growth in
gross premiums and unearned premiums, which is
why their change results in lower operating expenses.
In 2016, deferred acquisition costs declined in line

Net investment income

SAVA RE GROUP ANNUAL REPORT 2017 >

21,175,815 21,919,227

-1,203,450 937,593

24,072,970 26,641,702
-300,852 -350,140 85.9
23,772,118 26,291,562 90.4

with the decline in premiums and unearned premi-
ums. The growth in other operating expenses was
driven by higher personnel costs and by amortisation
due to higher software costs.

More details on the movement in unconsolidated
data are provided in section 20.1 “Sava Re review of
operations”.

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

12.0 —

10.0

8.0

6.0

4.0

20

—  30%
2.5%
20%
1.5%
1.0%
0.5%
0.0%

-0.5%

-4.0
(€ million) T 2016

l Income relating to the

investment portfolio

l Expenses relating to the

investment portfolio

l Net inv. income of the

-1.0%

-1.5%

-1.5%

-2.0%
2017 T

. Rate of return on the

investment portfolio investment portfolio

Income/expenses include income/expenses relating to investment property. These are shown in the income statement under other income/expenses.
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Income, expenses and net inv. income of the investment portfolio, excluding exchange differences; reinsurance business
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The figures for 2016 differ from those published in the 2016 annual report, as the latter included exchange differences for non-life and life segments.

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 invest-
ment income of the investment portfolio, excluding
exchange differences relating to reinsurance opera-
tions.

Compared to 2016, the Group realised €0.6 mil-
lion higher net investment income in the reinsurance
operating segment. This was mainly the result of real-
ised capital gains.
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8.2 Non-life insurance business

The non-life insurance segment comprises the oper-
ations of the following companies:

e Zavarovalnica Sava, non-life,

* Sava osiguranje (MNE),

* Sava nezivotno osiguranje (SRB),
* Sava osiguruvanje (MKD),

e lllyria.
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The Slovenian part of Zavarovalnica Sava is discussed
under Slovenian non-life insurance, while the Croa-
tian part of the company is discussed under interna-
tional non-life insurance.

Income statement and statement of financial posi-
tion by operating segment are presented in the notes
to the financial statements, section 17.4.36 “Seg-
ment reporting”.

Composition of the consolidated gross income statement; non-life insurance business

250

20.0

15.0

10.0

5.0

0.0

| ‘ |

(€ million) 2016

Non-life, Slovenia

B Result of other items

In 2017, the consolidated income statement for the
non-life operating segment was down €0.8 million
compared to 2016, namely by €0.3 million in the
Slovenian insurance company and by €0.5 million in
non-Slovenian insurers.

The consolidated underwriting result of the Slove-
nian non-life insurer improved by €1.4 million. This
improvement was mainly the result of higher net pre-
miums earned and lower operating expenses, but the
company suffered more losses from summer storms
and several large non-life claims. Reserve releases for
prior years’ claims had a positive effect as well.

2017

2016 2017

Non-life, international

B Investment result B Underwriting result

The investment result of Slovenian non-life insurers
deteriorated by €1.2 million as a result of lower inter-
est income (low interest rates in capital markets) and
other investment income (lower gains on the disposal
of investments).

The result of other items posted by the Slovenian
non-life insurer deteriorated mainly on account of a
decrease in other income.

The consolidated underwriting result of non-domes-
tic non-life insurers deteriorated by €1.7 million.
This was mainly the result of major losses incurred by
Kosovan and Macedonian non-life insurers.
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The improved result of other items of non-Slovenian
non-life insurers is due to lower impairment losses on
goodwill in 2016, which were not incurred in 2017.

The goodwill of the Kosovan insurer was impaired in

Net premiums earned

Net premiums earned; non-life insurance business

(€9)
Gross premiums written
Net premiums written

Change in net unearned premiums

Net premiums earned; non-life insurance business

Slovenia

Gross premiums written 270,369,068

2016 owing to a deviation from the planned results,
which had an impact of €1.7 million on consolidation;
no goodwill impairments were made in 2017.

2017 2016 Index
330,931,091 310,937,672 106.4

300,773,781 284,155,677 105.8

255,823,534

10,471,397 -4,613,274

290,302,385 279,542,403

International
2016
60,562,023 55,114,138

Net premiums written 244,442,228 233,021,200

1049 56,331,553 51,134,477 110.2

Change in net unearned -8,441,41

premiums

Net premiums earned 236,000,817 230,028,165

-2,993,035

-2,029,986 -1,620,239

54,301,567 49,514,238

Unconsolidated gross non-life premiums of Sava Re Group companies

©)

st S St e
Zavarcvalnica Sava, Croatian part (rion-life)
Sava neiivotno osiguranje (SRB)

llyria

Sava osiguruvanje (MKD)

Sava osiguranje (MNE)

Gross non-life insurance premiums grew by 6.4% in
2017 as a result of the growth in gross non-life pre-
miums of all insurance companies in the Group. In
Slovenia they rose by 5.7%, mainly due to higher
premium volumes in the motor, assistance and prop-
erty business. Motor premium growth achieved with
private individuals was driven both by a higher num-

2017 y{0) [ Index
270,515,513 255,985,530 105.7

10,632,760 8,801,827 120.8
16,554,669 14,745,052 12.3

8,298,477 7,120,933 116.5
12,740,051 12,197,976 104.4

12,354,736 11,656,792 106.0
331,096,207 310,508,111 106.6

ber of policies written and the growth in average pre-
miums, as well as by a larger number of policies sold
with broader coverages. Motor premium growth in the
business sector, on the other hand, was the result of
higher premiums for certain policyholders and higher
volumes in business with leasing providers. Growth in
property insurance was the result of the acquisition
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of certain new policyholders and higher premiums for
existing policyholders on account of a larger number
of insured items.

Gross non-life premiums written outside Slovenia
increased by 9.9% in all non-Slovenian non-life insur-
ance companies, with the Croatian branch of Zavarov-
alnica Sava recording the highest growth. This branch
exceeded gross premiums from 2016 in most classes
of business, which was due to good positioning in Inter-
net sales and resulting increased visibility, improved
premium collection, increased efficiency of own sales
network and growth in external sales channels. The
highest increase was recorded in motor liability insur-
ance. The branch saw total non-life premium growth
of 20.8%, whereas the Croatian non-life insurance
market grew by 6.0%. In terms of gross non-life pre-
mium growth, the Croatian non-life insurer is followed
by the Kosovan and Serbian non-life insurers. The
Kosovan non-life insurer achieved the highest absolute
growth in gross premiums in health insurance owing to
increased sales activity, and in assistance business due
to price increases and the launch of a new product. The
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Serbian non-life insurer achieved the highest abso-
lute premium growth in motor liability insurance and
medical assistance abroad owing to intensified sales of
these products, a loyal and stable sales network and
increased demand among policyholders. The Monte-
negrin non-life insurer achieved the highest premium
growth in other damage to property business through a
major new client. Premiums at the Macedonian insurer
increased through the acquisition of large new clients
in motor vehicle liability insurance, higher production
in individual and commercial motor casco business, and
the acquisition of major new clients in accident insur-
ance business with natural persons.

Net non-life insurance premiums grew by 5.8% in
2017. The reinsurers’ shares of premiums and unearned
premiums increased in line with the growth in gross
premiums written.

Overall, this led to a 3.8% increase in net premiums
earned.

Consolidated gross non-life insurance premiums by class of business

2017

€331.1

million

M Motor liability

B Lond vehicles casco
B Fire and natural forces
B Personal accident

2016

€310.9

million

[ Other damage to property
W General liability

[ Other
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Net claims incurred

Net claims incurred; non-life insurance business

Gross claims paid
Net claims paid

Change in the net provision for outstanding claims

Net claims incurred; non-life insurance business

«€) Slovenia
2017 2016

(6) 2017 2016 Index

183,008,928 166,151,248 110.1
167,923,780 155,738,877 107.8

78,266 4,479,457 17
167,845,514 160,218,334 104.8

International

Index 2017 2016 Index

Gross claims paid 154,626,111 143,614,923 107.7 28,382,817 22,536,325 125.9
Net claims paid 143,274,196 134,776,285 106.3 24,649,585 20,962,591 17.6
Change in the net provision -526,01 3,691,798 -14.2 447,745 787,659 56.8

for outstanding claims

25,097,330 21,750,251

Unconsolidated gross non-life claims paid of Sava Re Group companies

€©)

Zavarovalnica Sava, Slovenian part (non-life)
Zavarovalnica Sava, Croatian part (non-life)
Sava neiivotno osiguranje (SRB)

lllyria

Sava osiguruvanje (MKD)

Sava osiguranje (MNE)

Gross claims paid for Slovenian business in 2017 were
higher due to a larger volume of gross claims paid for
private motor business and partly for assistance busi-
ness. The main reason for the excess in claims relative
to the previous year was the settlement of claims in
2017 relating to hail events in 2016 (three large loss
events). Large claims in 2017 were the result of sev-
eral weather-related loss events (June, July, August
and December) and an increase in the number of
motor and assistance insurance policies sold to indi-
viduals. In terms of commercial sector motor insur-
ance the excess of losses from 2016 related mainly to
one major and several minor claims in motor vehicle
liability insurance and a higher number of insurance
policies sold, which means that at the same loss fre-
quency more claims are reported. Higher payments

2017 y{0) [ Index

155,408,220 144,268,145 107.7

4,504,967 3,757,231 19.9
6,300,523 6,156,554 102.3
4,512,001 3,497,451 129.0
8,899,999 4,875,105 182.6

4,314,186 4,166,875 103.5

183,939,896 166,721,361 110.3

in the property segment were also the result of
weather-related loss events in 2016 and 2017. Pro-
visions for a part of these claims were made in 2016
and their settlement therefore did not have a signifi-
cant impact on the profits.

Gross claims paid for non-Slovenian business rose
by 25.9%. Growth was primarily driven by the set-
tlement of large liability claims of the Macedonian
non-life insurer, which did not affect profits as pro-
visions for these claims had been made in previous
years. Furthermore, the Macedonian insurer incurred
some large motor casco and other damage to prop-
erty claims as a result of a storm event in the Skopje
region in June 2017. A large claim relating to other
damage to property was settled in the last quarter
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of 2017. An increase in gross claims of the Kosovan
non-life insurer was the result of a large claim in fire
and natural forces insurance and an increased volume
of health insurance written compared to 2016. An
increase in gross claims paid by Zavarovalnica Sava in
Croatia was due to the increased frequency of small
claims and one large motor liability claim from 2013.
The Montenegrin insurer recorded a slight growth

Operating expenses

Consolidated operating expenses; non-life insurance business

(€39)
Acquisition costs

Change in deferred acquisition costs (+/-)

Other operating expenses
Operating expenses

Income from reinsurance commission

Net operating expenses
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in claims due to several large losses in fire and other
property insurance, motor liability and accident
insurance.

The decline in net claims provisions is mainly due to
the payment of claims (from provisions) by Slovenian
insurers relating to hailstorm losses from 2016.

2017 2016 Index
24,484,789 24,091,300 101.6

-677,906 343,311 197.5
83,642,953 83,583,937 100.1
107,449,836 108,018,548 99.5
-2,523,519 -3,313,876 76.2
104,926,317 104,704,672 100.2

Unconsolidated gross non-life operating expenses of Sava Re Group companies

(639)
Zayarovalnica Sava, Slovenian part (non-life)

Zavarovalnica Sava, Croatian part (non-life)

Sava nefivotno osiguranje (SRB)
lllyria

Sava osiguruvanje (MKD)

Sava osiguranje (MNE)

Consolidated acquisition costs rose by 1.6% due to
the growth in consolidated non-life premiums and the
related increase in commissions for agents and agencies.
The overall growth in these costs would be even higher
given the growth in these costs in Slovenia, but the costs
of the Zavarovalnica Sava branch were reallocated to
adjust to the Slovenian part. Prior to the merger, the
branch reported agents’ salaries as a whole under acqui-
sition costs, whereas after the merger they are disclosed
under other operating expenses (personnel costs). This
is also the reason for the negative change in deferred
acquisition costs in 2017.

2017 2016 Index
73,184,792 74,700,751 98.0

4,967,296 4,567,819 108.7
9,169,939 7,778,202 17.9
2,697,296 2,666,892 1011
5,190,358 5,024,561 103.3

5,608,720 5,613,168 99.9
100,818,400 100,351,393 100.5

Consolidated other operating expenses remained at
last year’s level due to rationalisation. These costs were
down by 4.7% in the Slovenian part of non-life insur-
ers as a result of the merger and its synergistic effects,
and up by 13.7% in non-Slovenian insurers. The rise in
other operating expenses in non-Slovenian insurers was
driven mainly by the increase in the level of expenses
of the Serbian non-life insurer, namely personnel costs
and one-off costs incurred as the result of the change of
its corporate identity. Expenses in the Croatian branch
increased mainly on account of higher personnel costs
in the above-mentioned adjustment and reallocation
of costs for agents’ salaries. Increased expenses of the
Macedonian insurer are associated with the renovation
of business premises and costs incurred in the change of
its corporate identity.
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The consolidated gross operating expenses (net of changes in deferred acquisition costs) of non-life business increased by
0.4% and gross consolidated premiums written by 6.4%, as a result of which the gross expense ratio decreased by 2 p.p.

Gross expense ratio; non-life insurance business

38.0%

37.0%

36.0%

35.0%

34.0%

33.0%

32.0%

31.0%

30.0%

Gross expense ratio Net expense ratio

B 2016 B 2017

Net investment income

Income, expenses and the net inv. income relating to the investment portfolio; non-life insurance business

14.0 — —  30%
12.0 — — 25%

10.0
2.0%

8.0
15%

6.0
1.0%

40
20 0.5%
0.0 0.0%

(€ million)
M ncome relating to the investment portfolio B Net inv. income of the investment portfolio

1 | Expenses relating to the investment portfolio [ Rate of return on the investment portfolio

The net investment income of the investment portfolio of non-life insurance business totalled €9.2 million in 2017,
down by €1.4 million from 2016. The net investment income was lower largely owing to lower interest income (€1.1
million). The investment return for the period was 1.7%.
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8.3 Life insurance business

The life insurance segment comprises the operations
of the following companies:

The Slovenian part of Zavarovalnica Sava is discussed as
Slovenian life insurance, while the Croatian part of the
company is discussed as international life insurance.
 Zavarovalnica Sava, life business,

* Sava zivotno osiguranje (SRB), The income statement and statement of financial posi-

¢ lllyria Life, tion by operating segment are presented in the notes
* Sava pokojninska. to the financial statements, section 17.4.36 “Segment
reporting”.

Net premiums earned

Net premiums earned; life insurance business

Gross premiums written 90,081,522 86,583,763
Net premiums written 89,709,743 86,186,378 104.1
Change in net unearned premiums 100,431 -34,622 490.1

Net premiums earned; life insurance business

Slovenia International
2016 2017 2016
Gross premiums written 82,999,362 80,073,263 103.7 7,082,160 6,510,500 108.8
Net premiums written 82,646,012 79,697,487 103.7 7,063,731 6,488,891 108.9
Change in net unearned premiums 108,607 -8,761 1439.7 -8,176 -25,861 168.4
82.754.619 79.688.726 103,8 7.055.555 6.463.030 109,2

Index Index

Cisti prihodki od premij
Unconsolidated gross life premiums written by Sava Re Group companies

78,962,673

Zavarovalnica Sava, Slovenian part (life) 80,880,631

Zavarovalnica Sava, Croatian part (life) 3,721,715 3,505,085 106.2
Sava fivotno osiguranje (SRB) 1,654,286 1,312,639 126.0
lllyria Life 1,708,366 1,692,776 100.9
Sava pokojninska 2,118,731 1,110,590 190.8
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Gross premiums written by the Group’s life insurers
grew both in Slovenia and abroad year on year. Fol-
lowing the liquidation of its DWS FlexPension funds
by the DWS fund administrator, Zavarovalnica Sava
made a special offer to policyholders who held savings
relating to these funds to take out similar policies,
for which a new internal fund was established. This

pushed gross premiums up by €2.2 million.

A large number of unit-linked insurance policies that
matured in January 2017, on the other hand, had a
negative effect on the growth in gross premiums in
Slovenia, but were largely replaced as many policy-
holders decided to take out a new policy.

The growth in life insurance premiums in Slovenia
was additionally spurred by Sava pokojninska pension
company with higher single premiums for annuities.
This business is expected to continue to grow as pol-
icyholders reach retirement age, when funds from

savings accounts are transferred to annuity contracts.

Gross premiums written increased in other countries
as well, especially in Serbia, where Sava zivotno osi-
guranje (SRB) secured a 26% increase in premiums
through its efforts to expand the sales network and
boost productivity.

High growth was generated also by the Croatian part
of Zavarovalnica Sava, which grew premiums by 6.2%
in 2017, while the Croatian life insurance market
recorded growth of 1.5%. This was largely due to more
term life insurance policies sold.

All Sava Re Group companies have been implement-
ing measures to improve their own sales network
through regular education and training events for
sales personnel, while also seeking growth opportuni-
ties through other sales channels.

Consolidated gross life insurance premiums by class of business

2017

W L
" Additional personal accident
B Unit-linked life business

2016
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Net claims incurred

Net claims incurred; life insurance business

(639) 2017 2016 Index

Gross claims paid 72,558,482 45284330 160.2
Net claims paid 72,448,690 45,156,575 160.4
Change in the net provision for outstanding claims -253,291 2,405,946 -10.5
Net claims incurred 72,195,399 47,562,521 151.8
Change in other technical provisions* 1,829,203 7,967,906 23.0
Change in technical provisions for policyholders who bear the 1,121,327 17,442,161 6.4
investment risk
Net claims incurred, including the change in the mathematical and 75,145,929 72,972,588 103.0
UL provisions

* These are mainly mathematical provisions.

Net claims incurred; life insurance business
€) Slovenia International

2017 y [ Index 2017 y{ [ Index

Gross claims paid 70,7791 43515230 1627 1779371 1,769,100 100.6
Net claims paid 70,671,036 43,389,751 162.9 1,777,654 1,766,823 100.6
Change in the net provision for -212,945 2,414,190 -8.8 -40,346 -8,244 -289.4
outstanding claims
N A 70,458,091 45,803,941 153.8 1,737,308 1,758,579 98.8
Change in other technical provisions* -894,199 5,821,095 -154 2,723,402 2,146,811 126.9
Change in technical provisions 1108638 17435867 12,689 6,294 201.6

for policyholders who bear the

investment risk

Net claims incurred, including the 70,672,530 69,060,903

change in the mathematical and UL

3,911,684

4,473,399

provisions

* These are mainly mathematical provisions.
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Nekonsolidirane kosmate skode zivljenjskih zavarovanj clanic skupine Sava Re

©)

Zavarovalnica Sava, Slovenian part (life)
Zuvarcvalnica Sava, Croatian part (life)
Sava fivotno osiguranje (SRB)

llyria Life

Sava pokojninska

Total

Gross claims paid in Slovenia grew by 62.7% as a
result of a large number of unit-linked policies that
matured in January 2017. The movement in claims
needs to be looked at in conjunction with the change
in technical provisions.

Gross claims also increased in international business
as a result of the increase in claims at lllyria Life, with
more claims recorded due to maturities and acciden-
tal deaths, coupled with a significant number of sur-
renders, as a large number of policies became eligible
for this option.

The increase in claims paid by Sava pokojninska is the
result of more policyholders receiving monthly annu-
ities. Payments will continue to increase on account
of more policyholders reaching retirement age.

2017 2016 Index

70,327,201 43,231,245 162.7
875,387 1102,122 79.4
361,844 370,532 977
542,541 296,446 183.0
451,910 283,985 159.1

72,558,883 45,284,330 160.2

The movement in other technical provisions is gener-
ally the result of higher or lower mathematical pro-
visions that increase over the term of policies and as
portfolios mature, but decrease when claims are paid
out. In 2017, Zavarovalnica Sava paid out substantially
more maturity claims, which pushed mathematical
provisions down, whereas mathematical provisions
for the Croatian part of Zavarovalnica Sava and Sava
zivotno osiguranje (SRB) increased in line with the
ageing and growth of the portfolio.

The year-on-year change in technical provisions for
policyholders who bear the investment risk of the
Slovenian insurers is affected by claims settlements
as well as movements in mutual fund unit prices.
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Operating expenses

Consolidated operating expenses; life insurance business

©)

Acquisition costs

Change in deferred acquisition costs (+/-)
Other operating expenses
Operating expenses

Income from reinsurance commission

Net operating expenses

The increase in acquisition costs is primarily due to

increased acquisition costs of the Slovenian part of
Zavarovalnica Sava due to its expanded operations
and altered dynamics of expenses included in prod-
ucts. This is also the reason for the negative change in
deferred acquisition costs in 2017.

Higher other operating expenses were driven by
higher costs in all companies, especially the Cro-
atian part of Zavarovalnica Sava and Sava zivotno
osiguranje (SRB). In the former, this increase is due
to reclassification of costs of adjusting to the Slove-
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2017 2016 Index
6,288,523 5,872,023 107.1

-507,646 193,550 -262.3

17,319,566 16,494,852 105.0
23,100,443 22,560,425 102.4
-46,498 -68,591 67.8
23,053,945 22,491,834 102.5

nian part — prior to the merger, the branch reported
agents’ salaries under acquisition costs, whereas after
the merger on 2 November 2016 they are disclosed
under other operating expenses. In total, these costs
remained at the same level as in the previous year.
In 2017, Sava zivotno osiguranje (SRB) saw higher
personnel costs related to sales, which was driven by
intensified sales efforts resulting in greater sales of
new insurance policies; at the same time, the costs
of services incurred due to investments in IT support
upgrades and costs associated with the corporate
identity redesign increased as well.

Unconsolidated gross life operating expenses of Sava Re Group companies

(€9)

Pl S, St o T
Zavarovalnica Sava, Croatian part (life)
Sava fivotno osiguranje (SRB)

lllyria Life

Sava pokojninska

2017 2016 Index
18,268,052 17,096,681 106.9

1,703,900 1,796,973 94.8
1,179,043 919,592 128.2
503,510 487,408 103.3

1,393,969 1,335,107 104.4
23,048,475 21,635,760 106.5
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Gross expense ratio; life insurance business

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

Slovenia

The consolidated gross expense ratio of the Slove-
nian companies increased by 0.4 percentage points
year on year, which is a result of increased expenses
in both the Slovenian part of Zavarovalnica Sava and
in Sava pokojninska.

International

MW 2016 B 2017

The consolidated gross expense ratio of non-Slo-
venian life insurers dropped by 1.5 p.p. due to the
increase in gross premiums written. The consolidated
gross expenses of the non-Slovenian companies, by
contrast, increased by €0.2 million due to the above
reasons.
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Net investment income
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Income, expenses and the net inv. income relating to the investment portfolio; life insurance business

120 3.3% — 350%
10.0 30%
25%

8.0
2.0%

6.0
1.5%

40
1.0%
20 0.5%
0.0 0.0%

(€ million)
W Income relating to the investment portfolio B Net inv. income of the investment portfolio

B Expenses relating to the investment portfolio [ Rate of return on the investment portfolio

The net investment income of the investment port-
folio of life insurance business declined by €1.1 mil-
lion year on year. The decline was mainly the result
of lower interest income (€1.2 million). Expenses
relating to the investment portfolio in the observed

period totalled €0.8 million or €0.2 million less than
in 2016. The Group recorded no losses in life business
in 2017 (2016: €0.2 million). The investment return
in 2017 was 2.5%.
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9 FINANCIAL POSITION
OF THE SAVA RE GROUP

As at 31 December 2017, total assets of the Sava Re Group stood at €1,708.3 million, an increase of 2.2% over
year-end 2016. Below we set out items of assets and liabilities in excess of 5% of total assets or liabilities as at
31 December 2017, or items that changed by more than 27% of equity.

O

1 Assets

Consolidated total assets by type

«€) 31/12/2017  As % of total as 31/12/2016  As 7 of total as
at 31/12/2017 at 31/12/2016

ASSETS 1,708,348,067 100.0% L YAREA VA 100.0%
Intangible assets 22,712,944 1.3% 25,508,583 1.5%

asses

| Intangiblessses |

45 438,014 27% 51,887,127 3.1%
2107,564 01% 2,326,063 01%
15,364,184 0.9% 7.933,786 0.5%
1,038,125,019 60.8% 1,030,235,239 61.6%
227,228,053 133% 224,175,076 13.4%

the investment risk

30,787,241 18% 28444628 17%
129,622,131 76% 121,366,122 7.3%
138,455,525 81% 127,408,527 7.6%
18,507,194 11% 16,510,536 1.0%
2,043,395 0.1% 1,366,844 0.1%
37,956,119 2.2% 33,939,160 2.0%

* TP = technical provisions

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

The Sava Re Group investment portfolio

(639) 2017 2016  Absolute change Index
21,605,211 24,737,308 3,132,097 87.3
566,515,923 595,132,601 28,616,678 95.2
394,196,963 368,357,333 25,839,630 107.0
B 17524834 16,980,847 543,987 1032
[ Mualfunds EESAE 16,531,807 15,325,949 192.7
591,985 659,484 67,499 89.8
7,835,859 -2,003,512 74.4

Total financial investments 1,038,125,019  1,030,235,239 7,889,780 100.8
7,933,786 7,430,398 193.7
30,746,332 21,481,381 9,264,951 143.1

Total investment portfolio 1,084,235,535  1,059,650,406 24,585,129 102.3
234,437,840 236,632,855 -2,195,015 99.1

bear the investment risk
227,228,053 224,175,075 3,052,977 1014
12,457,779 15,247,992 57.9

who bear the investment risk
129,622,131 121,366,122 8,256,009 106.8
* Cash and cash equivalents of policyholders who bear the investment risk (2017: €7.2 million; 2016: €12.5 million) were excluded from the investment portfolio

As at 31 December 2017 the Sava Re Group invest-
ment portfolio totalled €1,084.2 million and was
up €24.6 million compared to 31 December 2016,
mainly due to the positive cash flow from the core
insurance business.

ment property (Sava Re €5.2 million and Zavaroval-
nica Sava €2.2 million).

Compared to 31 December 2016, the composition
of the investment portfolio changed in line with
the Group’s investment policy. The proportion of
investments in government bonds under fixed-in-
come investments, which accounted for 93.4% of
the investment portfolio as at 31 December 2017
(31 December 2016: 95.5%), was down compared
to 31 December 2016 due to maturities and dispos-
als, whereas the proportion of corporate bonds and
mutual funds increased. The increase in investments
in mutual funds is largely the result of increased
investments in money market funds.

Property and equipment assets decreased by 12.4%
or €6.4 million compared to 2016.

This decrease is attributable mainly to the reclassi-
fication of the €5.2 million property on Baragova

S in Ljubljana as investment property, because the
property came into use after the lease contract was
signed with the lessees. Prior to the reclassification,
the property was classified as owner-occupied prop-
erty under construction.
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Composition of the investment portfolio

31/12/2016 31/12/2017

€1,059.7 €1,084.2

million million

. Fixed-income financial investments

Tl Sheres

B Mutual funds

Composition of fixed-income investments

31/12/2016 31/12/2017

€1,009.7 €1,013.1

million million

I Government bonds I Structured products

i | Regular corporate bonds B Cashand cash equivalents
Covered bonds Deposits

| P

[ | Government-guaranteed bonds

CONTENTS
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9.1.3 Funds for the benefit of policyholders who bear the investment risk

Zavarovalnica Sava is the only Group company to
market life products where the investment risk is
borne by policyholders. The funds of these policy-
holders are recorded as financial investments (mainly
in mutual funds selected by policyholders) and cash.
As at 31 December 2017, financial investments
totalled €227.2 million, while cash and cash equiva-
lents stood at €7.2 million. Compared to 31 Decem-

9.1.4 Investment contract assets

The investment contract assets item includes liabil-
ity fund assets relating to the life cycle funds MOJI
skladi zivljenjskega cikla managed by the Sava poko-
Jjninska pension company for the benefit of policy-
holders since 1 January 2016. This group consists of
three long-term business funds: MOJ dinamicni sklad
(MY Dynamic Fund, MDF) and MOJ uravnotezeni
sklad (MY Balanced Fund, MBF) (where policyhold-
ers bear the full investment risk) and MOJ zajamceni
sklad (MY Guaranteed Fund, MGF) (where poli-
cyholders bear the investment risk in excess of the
guaranteed funds). As at 31 December 2017, invest-
ment contract assets totalled €129.6 million, up

6.8% compared to 31 December 2016. The increase

9.1.5 Receivables

Receivables increased by 8.7% or €11.0 million com-

pared to 2016.

The increase was partly due to the increase in receiv-
ables arising out of primary insurance business, which
rose by €73.0 million compared to 31 December
2016. The increase reflected a change in the disclo-
sure of items of receivables and liabilities relating to
operating activities. We disclose the items relating to
accepted reinsurance and co-insurance business (also
known as inwards re/co-insurance) under receiva-
bles and liabilities from primary insurance business.
Receivables and liabilities from reinsurance and
co-insurance business will continue to include items
relating to ceded business (reinsurance and ceded
co-insurance written by primary insurance compa-
nies and outward retrocession business of the rein-
surance company).

ber 2016, the funds therefore decreased by €2.2
million. Funds for the benefit of policyholders who
bear the investment risk decreased on account of the
negative cash flow in the amount of €11.0 million that
was generated through maturities and surrenders and
the positive change in the fair value reserve totalling

€8.2 million.

in investment contract assets was mainly due to a
positive change in the fair value reserve (€3.3 mil-
lion) and net payments (€5.6 million; there were
€12.6 million of inflows and €7.0 million of outflows
in 2017).

As at 31 December 2017, financial investments
accounted for 88.4% of all assets, the rest consisted
of receivables and cash and cash equivalents.

Like the previous category, the movement in invest-
ment contract assets depends on new premium con-
tributions, outflows and changes in the unit prices of

funds.

Had this change been applied to receivables already
on 31 December 2016, the receivables from primary
insurance business would be €9.8 million higher than
on 31 December 2016. Most of the increase in the
reinsurance segment was generated through the
growth in gross premiums written in international
markets, which was reflected in the total growth in
this item. The age structure shows an increase in not-
past-due receivables arising out of primary insurance
operations. Receivables arising out of reinsurance
and co-insurance business increased by €1.4 million,
which was the result of an increase in receivables
from the reinsurance business of Sava osiguruvanje
(MKD) related to one major claim. Current tax assets
were down by €0.1 million, whereas other receivables
remained at the same level as in 2016.
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9.2 Liabilities

Consolidated total liabilities by type

LIABILITIES

Equity

Share capital

Capital reserves

Profit reserves

Treasury shares

Fair value reserve

Reserve due to fair value revaluation
Retained earnings

Net profit or loss for the period
Translation reserve

Equity attributable to owners of the controlling
company

Non-controlling interests in equity

Subordinated liabilities

Technical provisions

Technical provisions for the benefit of life insurance
policyholders who bear the investment risk

Other provisions

Deferred tax liabilities

Investment contract liabilities
Other financial liabilities
Liabilities from operating activities

Other liabilities

31/12/2017

1,708,348,067

316,116,895

As % of
total as at

31/12/2017
100.0%
18.5%

31/12/2016

1,671,189,179
297,038,327

As % of
total as at

31/12/2016
100.0%
17.8%

71,856,376 4.2% 71,856,376 43%
43,035,948 2.5% 43,681,441 2.6%
162,548,076 9.5% 145,893,612 8.7%
-24,938,709 1.5% -24,938,709 1.5%

18,331,697 11% 17,458,948 1.0%

667,518 0.0% 351,655 0.0%

33,093,591 19% 36,778,941 2.2%

14,557,220 0.9% 9,049,238 0.5%

-3,353,304 -0.2% -3,854,182 -0.2%
315,798,413 18.5% 296,277,319 17.7%

318,482 0.0% 761,008 0.0%

0 0.0% 23,570,771 14%
931,398,362 54.5% 911,221,323 54.5%
226,527,893 133% 226,994,200 13.6%
7,600,613 0.4% 8,080,877 0.5%
5,781,494 0.3% 6,038,631 0.4%
129,483,034 7.6% 121,229,675 7.3%
245205 0.0% 393,996 0.0%

60,598,188 3.5% 48,790,646 2.9%
30,596,383 1.8% 27,830,733 17%

CONTENTS

9.2.1 Equity

Compared to 31 December 2016 equity increased by
6.4% or €19.1 million. The change reflects the follow-

ing factors:

9.2.2 Subordinated liabilities

In 2006 and 2007, the controlling company raised
a subordinated loan in the nominal amount of €32
million scheduled to mature in 2027. Under the con-
tractual provisions, the Company had the option of
early repayment of the remaining nominal amount of

9.2.3 Technical provisions

Gross technical provisions are the largest item of lia-
bilities. As at 31 December 2017 they were 2.2% or
€20.2 million higher than at year-end 2016.
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* net profit amounted to €31.1 million (increase in
equity);

* positive change in the fair value reserve of €1.7 mil-
lion (increase in equity);

* acquisition of non-controlling interests in the
amount of €1.1 million (decrease in equity);

¢ dividend payout of €12.5 million (decrease in
equity).

€24 million as of 2017. Having received the approval
of the Slovenian Insurance Supervision Agency, the
controlling company repaid the subordinated debt
in the nominal amount of €24 million on 15 March

2017 and 14 June 2017.

Gibanje konsolidiranih kosmatih zavarovalno-tehnicnih rezervacij

(v EUR)

Kosmate prenosne premije

Kosmate matematicne rezervacije

Kosmate skodne rezervacije

Kosmate rezervacije za bonuse, popuste in storno
Druge kosmate zavarovalno-tehnicne rezervacije

Kosmate zavarovalno-tehnicne rezervacije

31.12.2017 31.12.2016 Indeks
171.857.259 157.678.496 109,0
271.409.915 269.762.815 100,6

479.072.582 475.157.985 100,8
1.780.231 1.831.420 97,2
7.278.375 6.790.607 107,2

931.398.362 911.221.323 102,2
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The gross provisions for the reinsurance segment
rose by 2.6% or €3.9 million. Unearned premiums
increased by €1.9 million or 7.5%, mainly owing to
higher premiums in proportional reinsurance with
mid-year renewal, and provisions for outstanding
claims increased by €1.8 million or 1.4%, mainly as
the result of reserves made for large claims in under-

writing year 2017.

Gross provisions in the non-life segment at year-
end 2017 were 3.1% or €14.6 million higher as the
result of a €12.4 million increase in unearned premi-
ums, whereas gross provisions for outstanding claims
increased by €2.1 million. Driven by business growth,
gross provisions increased in all non-life insurers in

the Group except the Macedonian company, which
in 2017 paid several large claims from previous years
and thus reported a decrease in gross provision for
outstanding claims. Prior year reserve releases had a
positive effect on movement in provisions.

The gross provision for traditional life policies at year-
end 2017 was 0.6% or €1.7 million larger than at the
previous year-end, mainly as a result of the increase
in the mathematical provision.

Other technical provisions (bonuses and discounts,
unexpired risks) accounted for a smaller share and
grew in total by €0.4 million.

9.2.4 Technical provisions for the benefit of life insurance policyholders who bear

the investment risk

As at 31 December 2017 technical provisions for the
benefit of policyholders who bear the investment risk
declined by 0.2% or €0.5 million compared to year-

end 2016. These provisions move in line with funds of

9.2.5 Investment contract liabilities

The investment contract liabilities of the Sava poko-
Jjninska pension company totalled €129.5 million as

at 31 December 2017, up 6.8% or €8.3 million on

9.2.6 Liabilities from operating activities

As at 31 December 2017, liabilities from operating
activities totalled €60.6 million, up €11.8 million or
24.2% compared to year-end 2016.

Due to a change in the disclosure of liabilities
described in section 9.1.5 “Receivables”, the liabil-
ities from primary insurance business increased by
€42.8 million. Had this change been applied already
on 31 December 2016, the liabilities arising out of
primary insurance business would have been €12.5
million higher at year-end 2017 compared to year-

policyholders who bear the investment risk (depend-
ing on contributions, outflows and movement in fund
unit prices).

year-end 2016. They move in line with investment
contract assets.

end 2016. This is largely due to the increase in liabili-
ties arising out of primary reinsurance business due to
increased liabilities for claims that are subject to the
usual interim dynamics; these include not-past-due
liabilities and liabilities with corresponding receiva-
bles for premiums. The increase in other segments
is largely the result of one large claim of the Mace-
donian insurer that had been processed, but not yet
paid. Liabilities from reinsurance and co-insurance
business were down €0.8 million compared to year-

end 2016.

CONTENTS

9.3 Capital structure

As at 31 December 2017, the Sava Re Group held
€316.1 million of equity and no subordinated lia-

9.4 Cash flow

In 2017, the Sava Re Group had a positive operat-
ing cash flow of €31.4 million (2016: €42.2 million)
that was driven by the cash flow from its core activ-
ity (insurance and reinsurance business), which is the
best indicator of the difference between premium
inflows and claims and costs paid. Sava Re had €15.6
million of net cash and Zavarovalnica Sava €18.1 mil-
lion. Strong net cash flow from operating activities
provides sufficient funds for the development of key
Group areas.
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bilities, and was thus financed exclusively through

equity.

In 2017, the Sava Re Group recorded a negative
financing cash flow of €38.2 million (2016: negative
€27.8 million), which was the result of the repay-
ment of subordinated debt and dividend payments.

The movement in the net disbursement in financing
activities is due to investing activities, but its amount
was affected also by the above factors.

Net cash flow in 2017 was €25.2 million below the

year-on-year figure.
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Full-time equivalent as at year-end

10 HUMAN RESOURCES MANAGEMENT#

31/12/2017 31/12/2016 Change
10.1 Strategic guidelines for human resources management50 193.8 199. o3
The Sava Re Group follows the strategic guidelines * providing effective leadership and employee moti- 96.5 94.6 19
for human resources management as set out below: vation, 715 721 06
* organising work in a secure, diverse, and sustaina- 395 380 15

* attracting and retaining the best talent, ble-oriented work environment, and —
* developing future leaders, functional expertise, and * promoting a modern corporate culture. 29.9 350 -
competent and responsible employees, 28.0 15.5 -12.5
10.2 Key activities in human resources management in 2017°" 50 6.0 1.0

In 2017, human resources activities centred on the
following activities:

* setting up a competency model, taking account of
the characteristics of a modern organisational cul-
ture,

10.3 Recruitment and staffing levels

Recruitment has been carefully planned and imple-
mented in accordance with the objectives and
requirements of each company. In line with the

* gradual planning, analysis and development of lead-
ership competencies,

* establishment of a management by objectives con-
cept, and

* reorganisation and optimisation of business pro-
cesses in view of the needs of each Group company.

Group’s strategic focus and goals, we encourage
Group internal recruitment.

4 GRI102-8
50 GRI103-1,103-2,103-3
' GRI103-1,103-2,103-3

ZS Svetovanje and ZS Vivus merged in October 2017 into ZS Svetovanje.

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

10.3.1  Number of employees as at year-end52

Zavarovalnica Sava

31/12/2017

31/12/2016

Sava nefivotno osiguranje (SRB)

Sava osiguruvanje (MKD)

lllyria

Sava osiguranje (MNE)

Sava Re

lllyria Life

Sava zivotno osiguranje (SRB)

Sava pokojninska

Sava Car

Sava Agent

Sava Station

ZS Svetovanje

ZS Vivus

Ornatus KC
Total

ZS Svetovanje and ZS Vivus merged in October 2017 into ZS Svetovanije.

1,310 1,404
364 352
203 212

181 181
144 147
103 102
67 94
90 77
15 15
50 50
50 48
8 9
28 16
0 25

9 10

%2 GRI102-7
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Major changes in the number of employees in individual
Group companies primarily reflect agent fluctuations
and recruitment in sales.

The lower number of employees in Zavarovalnica Sava
was achieved through optimisation after the merger,
primarily owing to the expiry of fixed-term employ-
ment contracts, consensual termination of employment
as well as to regular and early retirement.

Number of employees by type of employment (part-time, full-time) as at year-end*?

2017 2016

Number As 7 of total Number As 7 of total
Part-time 252 9.6 31 1.3
Full-time 2,370 90.4 2,431 88.7
Total 2,622 100.0 2,742 100.0

As at year-end 2017 the Group had 2,370 full-time
employees (90.4%) and 252 part-time employees
(9.6%). Most employees work on the basis of a full-

time employment contract. Part-time employment
is common amongst sales personnel.

Number of employees by type of contract as at year-end**

2017 2016

Number As 7 of total Number As 7 of total

28.8 666 24.3
71.2 2,076 75.7
Total 2,622 100.0 2,742 100.0

Fixed-term contract 756

Unlimited contract 1,866

As at year-end 2017 the Group had 1,866 employees
under unlimited contracts (71.2%) and 756 employees
under fixed-term contracts (28.8%). Most employees personnel.

are employed based on unlimited employment con-
tracts, while fixed-term contracts prevail among sales

Employees covered by the collective bargaining agreement as at year-end*®

2017 2016

Number As 7 of total Number As 7% of total
94.9 2,611 95.2
5.1 131 4.8

Employees covered by the collective bargaining agreement 2,489

Employees not covered by the collective bargaining agreement 133

Total 2,622 100.0 2,742 100.0

As at year-end 2017 the Group had 2,489 employees covered by the collective bargaining agreement (94.9%) and 133 not

covered by the collective agreement (51%).

* GRI102-8
* GRI102-8
* GRI102-41
% GRI102-41
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Employees by level of education as at year-end’

Number As 7 of total
Primary and lower secondary education 84
Secondary education 1,163 44.4 1,287 46.9
Higher education 307 n7 285 104
University education 965 36.8 988 36.0
Master’s degree and doctorate 103 39 106 3.9

The figures for 2016 differ from those published in the 2016 annual report.

Number As 7 of total

The educational structure has not changed signifi-
cantly over the year. The largest group is staff with sec-

ondary school education. Group companies encourage
employees to join formal education programmes.

Employees by age group as at year-end58

Number As % of total As 7 of total
20-25 84 3.2 109 4.0
26-30 251 9.6 280 10.2
31-35 343 1341 387 14.1
36-40 483 18.4 499 18.2
41-45 474 18.1 499 18.2
46-50 421 16.1 431 15.7
51-55 300 1.4 284 10.4
56 and over 266 1041 253 9.2

Number

The age structure indicates that most of the employees are 36 to 50 years old. The average age of employees is increas-
ing annually.

Employees by gender as at year-end59

Number As % of total As % of total
1,446 551 1,528 55.7
1,176 449 1,214 443

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

Number

* GRI102-8
*% GRI102-8
% GRI102-8,405-1
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Employees by years of service as at year-end

2017

2016

5-10 years

10-15 years

15-20 years

20-30 years

Over 30 years

Number As 7 of total Number As 7% of total
693 26.4 908 331
435 16.6 581 21.2
394 15.0 326 1.9
282 10.8 203 7.4
498 19.0 472 17.2
320 12.2 252 9.2
2,622 100.0 YNLY 100.0

The figures for 2016 differ from those published in the 2016 annual report.

The largest employee groups in terms of years of
service are the first two groups, reflecting recent
recruitment and low staff turnover among these
employees.

Zavarovalnica Sava

Sava nezivotno osiguranje (SRB)
Sava osiguruvanje (MKD)

lllyria

Sava osiguranje (MNE)

Sava Re

lllyria Life

Sava zivotno osiguranje (SRB)

Sava pokojninska
Sava Car

Sava Agent

Sava Station

ZS Svetovanje
ZS Vivus
Ornatus KC

ZS Svetovanje and ZS Vivus merged in October 2017 into ZS Svetovanje.

Absenteeism rate®°

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 multi-
plied by 100. The table below shows absenteeism rate

by company.

2017
Rate

5.02% n/a

n/a n/a

0.34% 0.25%

0.33% 0.34%

3.25% 4.77%

2.72% 2.70%

0.24% 0.10%

3.99% 5.24%

1.70% 0.64%

2.13% 0.13%

0.84% 0.88%

0.00% 0.00%

6.83% 4.71%

n/a n/a

6.34% 2.70%

% GRI403-2

CONTENTS

10.3.2 Employee turnover rate®

Employee turnover rate is measured using the number
of employees who left relative to the total number of
employees remaining as at the last day of the year. In

Number of employees as at year-end
Employee turnover rate (%)

Number Number
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2017 the turnover rate increased by 0.947 p.p. year on
year to 17.5%.

Difference

458

2,622 2,742 120.0
17.5% 16.6% 0.9 p.p.

Overview of employee arrivals and departures by gender in current year

2017
Gender Number

Total

In 2017, the Group recruited 338 employees, of
which 204 women and 134 men. On the other hand,

10.4 Employee training and developmen

Employee training and development is vital for the
implementation of strategic directions and the
achievement of the goals of the Group and its indi-
vidual companies. We strive to provide all employees
with training opportunities in either internal or exter-
nal professional sessions and events to develop their
business, leadership and other skills. In some compa-
nies, we also facilitate additional formal education.

Companies enable and encourage employees to
obtain and retain licenses required for sales person-
nel and other professional staff. We also continued
with the training of internal sales coaches in individual

Departures
As 7 of total Number As 7 of total
60.4 265 579
39.6 193 421
100.0 458 100.0

458 employees left in 2017, of which 265 women
and 193 men.

t62

We strongly foster intra-Group transfer of knowl-
edge and therefore maintain the good practice of
joint Group training events. To this end, Sava Re
organised the following events in 2017: internal audit
workshop, IT workshop, seminar in finance, account-
ing, controlling, actuarial function, seminar in HR
management and risk management, and a marketing
and public relations conference.

Traditionally, the Group organises two strategic con-
ferences to encourage the Group-wide transfer of
best practices in corporate governance and manage-
ment.

©2 GRI103-1,103-2,103-3
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Key data on employee training

Year 2017 2016 2015 Index Index
2017/2016 2016/2015

Number of education/training hours 49,738 66,066 24,650 75.3 268.0

Number of education/training attendees 1,425 1,382 1,174 1031 17.7

The Group pays increasing attention to the train-
ing and education of its employees. In 2017, 1,425
employees attended 49,738 hours of training and

education. The number of education/training attend-
ees increased compared to the previous year.

Number of training hours by type of training®

2017 y [ 2015 Index Index
2017/2016 2016/2015

Number of internal education/training hours 25,741 12,637 14,181 203.7 89.1
Number of external education/training hours 23,997 53,429 10,469 449 5104
Total education/training hours 49,738 66,066 24,650 75.3 268.0

The Group promotes the transfer of knowledge
within the companies through internal training pro-
grammes. The number of hours dedicated to internal

training is increasing annually. In 2017, we organised
49,738 hours of training, of which 25,741 hours were

dedicated to internal training.

Average hours O'F training per employee65

Gender Number Number of training hours Average

Women 770 24,829 32.2
655 24,909 38.0

Total 1,425 49,738 349

The number of training hours is gender-balanced.

CONTENTS SAVA RE GROUP ANNUAL REPORT 2017 >

10.5 Management and motivation®

The Group pays increasing attention to the analysis
and development of managerial expertise, as it recog-

10.5.1 Annual performance appraisal interviews

All' companies conduct annual performance and
career development interviews with the manage-
ment, and most of the companies have also started
conducting them with all other employees. Slovenian

10.5.2 Health and safety at work®®

All companies take measures to ensure safety and
health at work, in compliance with the local legisla-
tion, namely:

* preventive medical examinations and check-ups for
managers,

* employee training in safety and health at work, fire
safety and first aid,

10.5.3 Other®®

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

They also organise social events for employees during
the year. In addition, Group employees are involved
in corporate charity activities that traditionally take
place within the framework of the Sava Re Day.

nises the key role of managers in a modern corporate
culture and a positive work environment.

67

Sava Re Group companies are also introducing man-
agement by objectives and are streamlining and opti-
mising the performance appraisal interview process.

* promotion of recreation and healthy diet among
employees,
* use of own holiday facilities.

The companies work in close cooperation with
employee representatives where and when employ-
ees are organised in any form.

Employees are regularly informed of developments in
Group companies through the Sava Re portal.

s GRI103-1,103-2,103-3
¥ GRI404-3
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N RISK MANAGEMENT?

Below we describe the risk and capital management system and the significant risks to which the Sava Re Group
is exposed. These areas will be presented in more detail also in the Solvency and financial condition report of Sava
Re as at 31 December 2017 that will be published on the Company’s website not later than on 7 May 2018, and
in the Solvency and financial condition report of the Group as at 31 December 2017 that will be published on the

website not later than on 18 June 2018.

111 Risk management system

strategic objectives and to ensuring the long-term sol-
vency of the Group. Therefore, the Sava Re Group is
continuously upgrading the risk management system
both in all Group companies and at the Group level.

The Group companies’ strong risk culture and aware-
ness of the risks to which they are exposed is essential
to the security and financial soundness of the compa-
nies and the Group as a whole. In order to establish good
risk management practices, the Group promotes a risk
management culture with appropriately defined remu-
neration for employees, employee training, and relevant
internal information flow, both at the individual com-

pany and Group level.

The Sava Re Group has implemented a risk strategy that
defines the Group’s risk appetite and policies that cover
the entire framework of risk management, own risk and
solvency assessments, and risk management for each
risk category. Based on the Group’s risk strategy and
policies, individual Group companies set up their own
risk strategies and policies, taking into account their
specificities.

The risk management system both in individual Group
companies and at the Group level is subject to continu-
ous improvements. Particular attention is paid to:

* clearly-expressed risk appetite in the framework of
the risk strategy and on this basis also operational
limits,

* development of own risk assessment models and
upgrading of the own risk and solvency assessment

(hereinafter: ORSA),

* integration of the ORSA and risk strategy in the
framework of business planning and shaping of the
business strategy,

* integration of risk management processes into
business processes,

* establishment of high risk management standards
in large Group companies and at least minimal
standards in small Group companies.

In compliance with the requirements of the Solvency I
regime a number of activities were conducted in 2017,
bothin all EU companies and at the Group level, namely:

* calculation of eligible own funds, the solvency cap-
ital requirement and the solvency ratio in line with
the standard Solvency Il formula as at 31 Decem-
ber 2016;

* the first official reporting on solvency and financial
condition in line with Solvency Il as at 31 Decem-
ber 2016. The calculations revealed a high level of
capitalisation of the Group. The Company’s Sol-
vency and financial condition report was reviewed
also by external auditors;

¢ the first regular supervisory report prepared in
2017;

* we conducted and reported the ORSA, which is
conducted at least on an annual basis, as required
by legislation. 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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1111 Risk management policies

In order to systematise risk management, the Sava Re
Group shaped and adopted in 2015, at Group level,
policies that cover the entire framework of risk man-
agement, own risk and solvency assessments, and risk
management for each risk category. The policies provide

11.1.2  Risk management organisation

An appropriate organisational structure and a clear seg-
regation of responsibilities are key to systematic risk
management.

The efficient functioning of the risk management sys-
tem is primarily the responsibility of the Sava Re man-
agement board and the management board of the indi-
vidual subsidiary. To ensure efficient risk management,
the Group uses a three-lines-of-defence model, which
clearly segregates responsibilities and tasks among the
lines:

* the first line of defence constitutes all organisa-
tional units with operational responsibilities (e.g.
(re)insurance underwriting, sales, claims manage-
ment, asset management, accounting, controlling
and human resources and others);

* the second line of defence consists of three key
functions (the risk management function, actuarial
function, compliance function) and the risk man-
agement committee, if set up in the company; and

e the third line of defence, which consists of the
internal audit function.
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guidance for all Group companies and serve as the basis
on which they shape, with consideration of local specif-
icities, their own policies for individual risk management
areas. The policies are examined on a regular basis (at
least once annually).

The Group’s risk management system has been set up
based on the top down principle, taking into account the
specificities of each individual company.

The management board of each company plays a key
role and bears ultimate responsibility for the effective-
ness of established risk management processes and their
alignment with the Group’s standards and the applicable
legislation. In this regard, the management board is pri-
marily responsible for:

* the establishment of the risk strategy and approval
of risk tolerance limits and operational limits,

* the adoption of policies relating to the risk man-
agement system,

* the overseeing of the risk management process and
risk-based decisions,

* the monitoring of operations in terms of risk and
ensuring that risks are considered when taking
business decisions.

The supervisory board of each individual company
approves the risk strategy, risk management policies and
the appointment of key function holders. In addition,
the supervisory board analyses periodic reports relating
to risks. A risk committee has been set up within the
supervisory board to provide expertise in decision-mak-
ing, in particular with regard to risk management in the

Company and in the Sava Re Group.
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11.1.3  Components of the risk management system

The first line of defence of each individual Group com-
pany involves all company employees responsible for
ensuring that operational tasks are performed in a man-
ner 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 tasked with ensuring that the oper-
ational performance of the processes for which they
are responsible is conducted in a manner that reduces
or eliminates risks, while taking into account the frame-
works laid down in the risk strategy. The first line of
defence is also responsible for monitoring and measur-
ing risks, preparing risk reports for individual areas of risk
and identifying new risks.

The Group’s and each individual company’s second line
of defence comprises three key functions (risk-manage-
ment function, actuarial function and compliance func-
tion). In addition, the Group’s large members also have
in place a risk management committee. The members of
the risk management committee and key function hold-
ers are appointed by the management board; key func-
tion holder appointments also require the consent of the
supervisory board. Each individual company ensures the
independence of the key functions, which are organised
as management support services and report directly to
the management board. Their roles and responsibilities
are defined in the policy of each key function or in the
risk management policy that defines the risk manage-
ment function.

The risk management function of each individual com-
pany is mainly responsible for setting up effective risk
management processes and for the coordination of risk
management processes already in place. It is involved
in all stages of identification, assessment, monitoring,
management and reporting of risks. It is also involved in
the preparation of the risk strategy and the setting of risk
tolerance limits. The risk management function holder
regularly reports on the risks to the risk management
committee, the management and the supervisory boards
and the Group’s risk management function holder, and
works in cooperation with the risk management func-
tion on an ongoing basis. Furthermore, it offers support
to the management board in decision-making (including
in relation to the strategic decisions such as corporate
strategy, mergers and acquisitions, and major projects
and investments).

The main tasks of the actuarial function in the risk man-
agement system comprise expressing an opinion on the
underwriting policy, expressing an opinion on the ade-
quacy of reinsurance arrangements, and independent
verification and challenging of technical provision cal-
culations, including assumptions, methods and expert
judgment areas. The actuarial function of each individual
company works in cooperation with the Group’s actuar-
ial function.

The main duties of the compliance function relating to
the risk management system are: identification, man-
agement and reporting of any instances of non-compli-
ance with regulations, including monitoring of the legal
environment, analysis of existing processes regarding
their compliance with internal and external rules, and
any changes in regulations.

Apart from the key functions, the second line of defence
at Sava Re and Zavarovalnica Sava also consists of a risk
management committee. The Sava Re risk manage-
ment committee is also responsible for the Group level.
Both committees include the representatives of key
areas of the first line of defence, depending on the com-
pany’s risk profile. The committee is primarily respon-
sible for monitoring the risk profiles of the Group and
individual companies, analysing risk reports and issuing
recommendations to the management board. The risk
management committee comprises an asset and liability
management sub-committee.

The third line of defence consists of the internal audit
function. The function operates at the individual com-
pany and Group levels and is completely independent
from the business operations and other functions. In the
context of the risk management system, the internal
audit function holders are responsible for independent
analysis and verification of the effectiveness of risk man-
agement processes in place, in particular for risk identi-
fication in line with the adopted Group-level strategy.

Good practices from Sava Re’s risk management model
and the organisation of risk management are also trans-
ferred to other Group companies.

Risk management is integrated into all stages of business management and is composed of the following three 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 Sava Re Group risk management system are shown in the figure below.

Risk strategy

Risk management processes

First line of defence

Pricing

Second line of defence

Underwriting process Risk management function

Underwriting limits Risk management committee

Investment policy and limits Risk reports

Information and risk reports Risk register

Third line of defence

Internal audit

Second line of defence

Analysis of risk profile

Own assessment
of solvency needs

Continuous compliance

Projections

Stress tests and scenarios
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11.1.3.1  Risk strategy

In order to establish a solid risk management frame-
work, the management board, with the consent of
the Sava Re supervisory board, approves the Sava Re
Group risk strategy, which defines the Group’s risk
strategy based on its risk bearing capacity. The appli-
cable strategy was adopted in 2016 for the period
2017-2019 (the most important goals are noted in
section 6.3 “Sava Re Group strategy highlights”).
The individual Group companies draft their own risk
strategy by taking into account the framework of the
Group’s risk strategy. The Group document sets:

* the risk appetite,

* permissible levels of individual performance indica-
tors, and

* risk tolerance limits.

The basic principle of the Group is to pursue its busi-
ness 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 individual Group company sets its risk strategy,
risk tolerance limits and operational limits based on
the Group’s risk appetite. Risk tolerance limits are
limits set for individual risk categories included in
individual Group companies’ risk profiles, and deter-
mine all approved deviations from planned values.
These limits are set based on the results of the sensi-
tivity analysis, stress tests and scenarios, and profes-
sional judgement.

Individual Group companies also set operational
limits, such as (re)insurance underwriting limits and
investment limits, in order to ensure that the activ-
ities of the first line of defence are conducted with
regard to the risk appetite. In addition, each Group
company ensures that it has in place well-defined and
established escalation paths and management actions
in the case of any breach of operational limits.

For the purpose of periodic monitoring of compli-
ance with the risk strategy, risk measures have been
defined that facilitate simplified monitoring of the
current capital position of each individual company
and the Group, without having to carry out a com-
plete calculation of the solvency capital requirement.
A minimum set of risk measures for each risk cate-
gory has been defined for regular monitoring by indi-
vidual Group companies.
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11.1.3.2 Risk management processes

Risk management processes are inherently con-
nected with and incorporated into the basic pro-
cesses conducted at the individual company and
Group level. All organisational units are involved in
risk management processes.

Risk management processes include:

* 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 are defined in the risk management policy.
Risk management processes are integrated also in
the decision-making system; all important business
and strategic decisions are additionally evaluated in
terms of risk.

Risk identification is a process through which an indi-
vidual Group company identifies the risks to which it
is exposed. The key risks compiled in each company’s
risk register, constituting the company’s risk profile,
are reviewed on a quarterly basis and amended with
consideration for new risks as required. Risk identi-
fication at the Group level is conducted in the same
way.
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Risk identification in individual Group companies
and at the Group level is both a top-down and a
bottom-up process. The top-down risk identifica-
tion process is conducted by the risk management
function, the risk management committee and the
management board of an individual Group company.
Such identification of new and potential risks is based
on monitoring of the legal and business environment,
market developments and trends, and expert knowl-
edge; this process is mainly used with strategic risks,
such as reputational risk and legal risk. Bottom-up
risk identification is conducted by individual organi-
sational units and risk owners (first line of defence).
A Group company’s risk thus identified is categorised
and incorporated into the relevant monitoring, meas-
uring and reporting processes. Risk identification is
an ongoing concern, especially as part of the business
planning process and all major projects and business
initiatives, such as launching of a new product, invest-
ment in a new class of assets, acquisitions and other.

The Group has in place regular assessment schemes
for all risks to which individual companies or the
Group are exposed. Both qualitative and quantitative
methods are used to measure risk. In order to quan-
tify risks, the Group is developing support models for
the assessment of risks in individual Group companies
and within the Group.
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The Group therefore measures risks:

* by using the Solvency Il standard formula,

* by calculating the overall solvency needs within the
Own Risk and Solvency Assessment (ORSA),

* by conducting stress tests and scenario analysis,

* by performing qualitative risk assessment in the risk
register,

* by using various risk measures that enable simpli-
fied measuring and monitoring of the indicative
current risk profile.

The management board of each Group company is
responsible for risk management and the use of var-
ious risk management techniques and actions. In its
decisions, the management board takes into account
the cost benefit aspect of actions as well as recom-
mendations, if any, issued by the risk management
committee or key functions.

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

In practice, it is already in the business planning pro-
cess that a Group company examines the impact
of the business strategy on its capital position, both
with regard to the regulator as well as with regard to
the own risk and solvency assessment. If during the
financial year, decisions are taken that have a signif-
icant impact on the risk profile but have not been
assessed in terms of risk during the business planning
process, the relevant company assesses the impact
of such decisions on its risk profile and capital ade-
quacy, and verifies compliance with the risk appetite.
If a business decision could have a significant impact
also on the Group’s risk profile, such impact on the
Group’s risk profile and capital adequacy is also
assessed. Based on the results of the impact analysis,
the company takes the necessary actions. Where a
business decision is inconsistent with the risk appetite
or if a risk tolerance limit is exceeded, the company
is required to document such deviation and take rele-
vant actions to resolve the situation.

Risk monitoring is conducted on several levels: at the
level of individual organisational units and risk owners,
at the risk management department, the risk man-
agement committee, the management board, the
supervisory board’s risk committee and at the super-
visory board level of each Group company. In addi-
tion, each Group company’s risk profile is monitored
at the Group level in terms of impact on the Group’s
risk profile. A standard set of risk measures is defined
for risk monitoring, and Group companies follow it
on a regular basis. Alongside risks, risk management
measures are also subject to monitoring and control.

Large Group companies have already introduced
regular risk reporting, which is conducted in the fol-
lowing manner: risk owners report on individual risk
categories to the risk management function holders
by including a predetermined set of significant risk
measures and qualitative information in the report.
This serves as the basis on which the risk management
function, in cooperation with risk managers, prepares
a risk report covering each relevant company’s entire
risk profile. The report is first discussed by the com-
pany’s risk management committee, followed by the
management and supervisory boards. Finally, it is
sent to the Group risk management function holder.
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11.1.3.3  Own risk and solvency assessment

In addition to these risk management processes, each
EU-based Group company and the Group also con-
ducts own risk and solvency assessment (hereinaf-
ter: ORSA) as defined in the own risk and solvency
assessment policy. ORSA is a process which includes
the identification of the differences between the
company’s risk profile and the assumptions of the
standard formula, the own assessment of solvency
needs, capital adequacy projections, stress tests and
scenarios, and the link between the risk profile and
capital management. In the process, all material risks,
whether quantifiable or not, are assessed that may
have an impact on the operations of the Group or a
Group company from either an economic or a regu-
latory perspective.

As a rule, the ORSA process is conducted annually;
an ad hoc ORSA is performed in the event of a sig-
nificant change in the risk profile. EU-based Group
companies report to the regulator on the ORSA
(at least) on an annual basis. Every year, ORSA is
increasingly integrated with other processes, in par-
ticular with the risk and capital management and
business planning. The Group’s risk management
committee and company management boards are
actively involved in the ORSA throughout the pro-
cess. A number of other employees from different
departments also take part in the process, as we wish
to obtain as complete and topical a picture of a com-
pany’s risk profile as possible.
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The Sava Re Group carries out the ORSA process
primarily to understand the own risk profile, the
standard formula and to analyse the impact of the
changes in the risk profile in the business planning
period on capital adequacy. ORSA is an integral part
of the decision-making process and contributes to
the key decisions and business strategy of a Group
company and the Group being adopted with consid-
eration of risks and associated capital requirements.
Based on ORSA results we also check the compli-
ance of the business strategy with the risk strategy.
This establishes the link between the business strat-
egy, the risks taken in the short, medium and longer
term, and the capital requirements arising from those
risks and with capital management.
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11.2 Capital management

The Group’s capital management policy lays down
the Group’s capital management objectives and
related key activities, the classification of eligible own
funds, a description of the procedures to ensure an
adequate capital structure, the process of preparing a
medium-term plan and other important capital man-
agement responsibilities.

In this regard, the Group’s fundamental pursuit is
optimal capital allocation and avoidance of over- and
undercapitalisation of individual Group companies
and the Group. 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
unexpected deviations and deviations related to the
structure of the standard formula. We plan to regu-
late any major unexpected deviations using the sur-
plus of eligible own funds of the controlling company.

The composition of own funds held to ensure capital
adequacy must comply with the regulatory require-
ments and the capital management policy of the Sava
Re Group and Sava Re. In addition to the regulatory
solvency capital requirement, there are other criteria
that impact the capital requirements of the Sava Re
Group, the most important in the Group being the
following three criteria:

* credit rating,

* properties of the standard formula (primarily struc-
ture and dependence on current market condi-
tions), and

* resilience of capital adequacy to stress tests and
scenarios.

With a view to establishing a framework for capital
management, the Sava Re Group, as part of its risk
strategy, set down the criteria for the required level
of the solvency ratio. Thus, the required solvency
ratios are calculated in accordance with the standard
formula for each Group company and the Group.

11.3 Material risks of the Sava Re Group

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

* Underwriting risks arising from (re)insurance con-
tracts; these are associated with the risks covered
under (re)insurance contracts and with directly
related activities.

* Market risk related to volatile prices of financial
instruments and market prices of other assets.

* Credit risk arising from non-performance and
changes in the credit rating of securities issuers
related to the investment portfolio of (re)insurers,
and of reinsurers, intermediaries and other business
partners who have outstanding liabilities to the (re)
insurers.

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

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

* Strategic risk associated with achieving the compa-
ny’s strategic plans, and reputational risk, including
any implications.

Individual risks are described in detail in the notes to
the financial statements of the Sava Re Group (sec-

tion 18.7) and the notes to the financial statements
of Sava Re (section 24.5).
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12 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 operations. The internal audit assists the Company in achiev-

ing its goals based on a systematic and methodical assessment of the effectiveness and efficiency of governance,
risk management and the internal control system, and by providing recommendations for their improvement.

Internal auditing in the Company is carried out by an
independent organisational unit, namely the Internal
Audit Service (hereinafter: IAS), which reports to
the management board and is functionally and organ-
isationally separate from other organisational units of
the Company. This ensures the autonomy and inde-
pendence of its operation.

In 2017, the IAS conducted audits and other tasks in
accordance with its annual work plan, which was fully
executed. They conducted 17 audit engagements.

On the basis of all the examinations carried out
and methods applied in individual audited areas, the
IAD considers that the internal controls of Sava Re
are adequate and sufficiently reliable, which is an
improvement on the previous period. The IAS is also
of the opinion that the governance of Sava Re was
appropriate and being improved on an ongoing basis
in order to achieve major business goals, and that risks
are effectively managed with efficiency and economy
of operations in mind. According to the IAS, there
is still room for improvement regarding the opera-
tion of the system. The audit engagements revealed
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