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1. ADRIATIC SLOVENICA AND THE ADRIATIC SLOVENICA GROUP (AS AND THE AS GROUP)

The Company Adriatic Slovenica d. d. (AS) and the companies forming the AS Group were part of the KD Group
until 13 February 2019. Following the completion of the sale process and the transfer of shares, on 13 February
2019, Generali CEE Holding, B.V. became the sole shareholder, while Adriatic Slovenica and the companies in
the AS Group became part of the Generali Group.

Pursuant to the Merger by Absorption Agreement and the permissions issued by the competent regulators,
Adriatic Slovenica d. d. merged with Generali zavarovalnica d. d. on 3 January 2020. In accordance with the laws,
the latter, as the transferee company, became the universal successor of the company Adriatic Slovenica and
acquired all its rights and obligations, while Adriatic Slovenica was deleted from the Court Register.

Accordingly, this Annual Report and the Consolidated Annual Report have been prepared and adopted by the
transferee company Generali zavarovalnica d. d., however it refers exclusively to Adriatic Slovenica's operations
in 2019.

1.1 HIGHLIGHTS OF THE COMPANY IN 2019

Gross written premium (in EUR million) 309.7 3004
Gross claims paid (in EUR million) 219.5 221.0
Market share 12.5% 12.8%
Combined ratio (other insurance) 96.5% 94.3%
Combined ratio (health insurance) 98.6% 98.8%
Profit before tax (in EUR million) 79 10.3
Net profit (in EUR million) 6.9 89
Return on equity 7.1% 9.2%
Return on investment 10.1% -0.2%
Financial investments, cash and cash equivalents (in EUR million) 7205 652.0
Gross liabilities from insurance contracts (in EUR million) 607.9 5484
Number of employees 1,001 1,057
Carrying amount of capital (in EUR million) 98.8 95.2
Carrying amount of share (in EUR million) 9.58 9.24
Creditrating (31.12.2019) A negatv (Fitch Raings) ~ BBB+stable (Fitch Ratings)

Gross written premium for the 2017-2019 period (in EUR million):
3038 3004 309.7

m Health Care
mlife

m Non-life

2017 2018 2019
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1.2 HIGHLIGHTS OF THE AS GROUP IN 2019

Gross written premium (in EUR million) — insurance activity 309.7 3004
Gross claims paid (in EUR million) — insurance activity 219.5 2210
Market share (in Slovenia) - insurance activity 12.5% 12.8%
Operating profit (in EUR million) 12.5 15.2
Profit before tax (in EUR million) 8.4 1141
Net profit (in EUR million) 7.0 92
Return on equity 7.2% 9.5%
L 0 vuaw swwean
Assets (in EUR million) 810.0 7325
Carrying amount of capital (in EUR million) 100.0 96.2
Financial liabilities (in EUR million) 15 05
Subordinated issued bonds (in EUR million) 49.7 496
Creditrating A negativ (Fitch Ratings) BBB+stable (Fitch Ratings)
Assets under management (in EUR million) - asset management 539.2 4781
Market share (in Slovenia) - asset management 17.9% 19.4%

Our core business areas:

Generali zavarovalnica d. d. Ljubljana Generali Investments d. 0. 0. Ljubljana

Generali Investments d. 0. 0. Zagreb
Generali Investments a. d. Skopje

ASSET MANAGEMENT

SUPPORT ACTIVITIES

Prospera d. 0. 0. Koper Generali Investments GP 1 d. 0. o.
VIZ zavarovalno zastopnistvo d 0. o. Generali Investments GP2d. 0. o.
Zdravie AS d. 0. 0. Koper Generali Investments CPd. 0. 0. k. d.
Agentd. 0. 0. |zola

In insurance business, the Company provides comprehensive insurance protection through non-life, life,
pension and health insurances in Slovenia. The Company provides its services in Croatia to a smaller extent
through its branch.

Asset management or investment funds management in Slovenia is performed by the subsidiary Generali
Investments d. 0. 0., Ljubljana (KD Skladi d. o. o. until the renaming of the company in late August 2019) whose
main activity is management of investment funds and other portfolios. The Company is the oldest and one of the
leading Slovene management companies, which as at 31 December 2019 managed Generali Krovni sklad with its
16 sub-funds and two special investment funds - Generali Growth Equity Fund, a private equity fund, and
Generali Adriatic Value Fund, a special investment fund, the first regulated real estate alternative investment fund
(AIF) in Slovenia. Another two management companies operate outside Slovenia, together managing 14
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investment funds, of which 10 mutual funds in Croatia and 4 mutual funds in Macedonia. Furthermore, Generali
Investments manages investments of guarantee funds of Pokojninsko varCevanje AS and life insurance
investments.

Support is provided by the following small companies of the AS Group operating in Slovenia: VIZ d. o. o.,
Prospera, druzba za izterjavo d. 0. 0., Zdravje AS d. 0. 0. and Agent d. 0. 0. Two subsidiaries currently operate
outside Slovenia. The subsidiaries of the company Generali Investments abroad are Generali Investments d. o. o.
Zagreb and Generali Investments a. d. Skopje, while in Slovenia the subsidiaries are pa Generali Investments CP
d. 0. 0. k. d., Generali Investments GP 1 d. 0. 0 . and Generali Investments GP 2 d. 0. o.

1.3 MAJOR BUSINESS EVENTS OF THE AS COMPANY AND THE AS GROUP IN 2019 AND
EARLY 2020

- On 31 January 2019, the Generali Adriatic Value Fund, a special investment fund, the first regulated real estate
alternative investment fund (AIF) in Slovenia, completed the purchase of the fourth property, the Austria Trend
Hotel, from CA Immobilien Anlagen AG.

- On 13 February 2019, KD Group, finanéna druzba d.d., Ljubljana, Dunajska cesta 63 (hereinafter referred to as
"KD Group") disposed of 100% of the shares of the subsidiary Adriatic Slovenica and transferred all shares of
Adriatic Slovenica to the new holder, the company Generali CEE Holding, B.V. The sales procedure under the
Agreement regarding the sale of 100% of the shares of the Company Adriatic Slovenica dated 23 May 2018 was
concluded with the same company. With this, KD Skladi (now Generali Investments) became part of the Generali
Group. On the same day, Adriatic Slovenica received the Letters of Resignation of the members of the
Supervisory Board - representatives of the previous shareholder, namely the Chairman of the Supervisory Board
AljoSa Tomaz, Deputy Chairman of the Supervisory Board Aleksandar Sekavénik and Member of the Supervisory
Board Tomaz Butina.

- On 18 February 2018, the 56! General Meeting of Shareholders was held. The Supervisory Board of Adriatic
Slovenica, consisting of Gregor Pilgram, Luciano Cirina, Miroslav Basta and Miroslav Singer, was appointed for a
term of five years.

- On 18 February 2019, the international rating agency Fitch increased the Adriatic Slovenica's financial strength
rating from "BBB-" to "BBB +" and changed the assessment of the future outlook of the Company from “under
criteria observation” to "stable". The improvement of the rating was the consequence of the publication by
Assicurizazioni Generali S.p.A (IFS: A-/Negative) that, following the obtainment of all regulatory approvals,
concluded the acquisition of the insurance company Adriatic Slovenica d. d., which was previously owned by KD
group d.d.

- On 13 May 2019, Generali Investments (at that time KD Skladi) was selected as the asset manager of the
SEGIP Programme, which supports innovative and fast-growing SMEs and mid-cap companies that were
established in Slovenia or are creating jobs in Slovenia.

- On 28 May 2019, Adriatic Slovenica entered into the Merger by Absorption Agreement with Generali
zavarovalnica d. d. Ljubljana. The validity of the contract was subject to the consent of the General Meeting of
Shareholders of both companies involved in the merger. The consent was given at the 58" General Meeting of
Shareholders of Adriatic Slovenica d. d. on 30 May 2019.

- On 31 July 2019, Jure Kvaternik, Member of the Management Board of Adriatic Slovenica, resigned as a
member of the Management Board of the Company. Pursuant to this, from 1 August 2019 onwards the
Management Board consisted of Gabriel Skof as President of the Management Board and Matija Senk as
Member of the Management Board.

- On 27 August 2019, the Supervisory Board of Adriatic Slovenica accepted the resignation of the President of the
Management Board, Gabriel Skof. At the same time, the Supervisory Board appointed Gregor Pilgram as the new
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President, subject to his obtaining the permission of the Insurance Supervision Agency to serve as a Member of
the Management Board.

- On 1 September 2019, Luciano Cirina was appointed Chairman of the Supervisory Board and Miroslav Singer
was appointed Deputy Chairman of the Supervisory Board.

- On 30 September,2019, Gregor Pilgram received permission from the Insurance Supervision Agency to serve
as member of the management board in an insurance company. From that date onwards, Gregor Pilgram
assumed the position of President of the Management Board of Adriatic Slovenica.

- On 4 December 2019, all necessary permissions (including the permission of the Insurance Supervision
Agency) were issued for the merger by absorption of Adriatic Slovenica by Generali osiguranje d.d. (the
Transferee Company).

- On 13 December 2019, Fitch Ratings upgraded Adriatic Slovenica's Insurer Financial Strength (IFS) Rating to
'A' from 'BBB+'. The upgrading of the rating follows the revision of the Adriatic Slovenica’s strategic status to
'Core' from 'Important' to its parent Assicurazioni Generali S.p.A. (Generali; IFS: A/Negative). The Outlook on
Adriatic's IFS Rating is Negative, reflecting that on Generali.

- In December 2019, the Generali Growth SIS d. 0. 0. k. d. was established. This is a special investment fund
managed by Generali Investments. The Fund invests primarily in ambitious small and medium-sized companies,
offering support in growth financing, capacity expansion, sales network building, new product development as
well as acquisition of competitors and management of succession matters.

- On 27 December 2019, Generali Growth SIS d. 0. 0. k. d., a private equity fund, completed its first investment
by acquiring a 75% interest in the Croatian company Eko Papir d.o.o.

- On 3 January 2020, Adriatic Slovenica d. d. merged with Generali zavarovalnica d. d. Generali zavarovalnica,
as the transferee company, and in accordance with the laws, became the universal successor of the company
Adriatic Slovenica and acquired all its rights and obligations. On the same date Adriatic Slovenica ceased to exist
and was deleted from the Court Register.

- On 7 January 2020, as a result of the merger between Adriatic Slovenica and Generali zavarovalnica d.d., the
Fitch Ratings withdrew Adriatic Slovenica's Insurer Financial Strength "A". Prior to the withdrawal, the Outlook on
Adriatic Slovenica's IFS Rating was Negative.

- On 31 January 2020, a meeting by correspondence of the Supervisory Board was held. In the meeting consent
was given to the Management Board to adopt a new version of IDD Policy Ver. 2.0, and to appoint Simon Repek
holder of the actuarial key function for life insurance and Breda Zvanut Skok for non-life insurance and the ability
and suitability of candidates for members of the Supervisory Board Luciano Cirina, Carlo Schiavetto and Miroslav
Singer were assessed.

- On 11 February 2020, the 55 General Meeting of Shareholders was held d. d.. In this Meeting, Luciano Cirina,
Carlo Schiavetto and Miroslav Singer were appointed members of the Supervisory Board as of 11 February 2020,
while Stefano Culos was dismissed as Member of the Supervisory Board on the same day.

- On 3 March 2020, after obtaining the license from the Insurance Supervision Agency to act as Member of the
Management Board, Katarina Guzej became Member of the Management Board of Generali zavarovalnica.

- On 12 March 2020, Slovenia declared an epidemic under Article 7 of the Communicable Diseases Act due to

an increase in the number of cases of Coronavirus infection and Covid-19 disease in the country. At the same

time, in accordance with the recommendations issued by the National Institute of Public Health (NIJZ) and the

Government of the Republic of Slovenia, the Insurance Company adopted the recommended safeguard

measures to ensure a safe working environment, safety of the employees, the policyholders and other clients.

The basis for the declaration of the epidemic was the expert opinion of the National Institute of Public Health
7
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(NIJZ). By declaring the epidemic, Slovenia followed the declaration of a pandemic by the World Health
Organization, declared the day before. The negative effects of the epidemic on the business of the Insurance
Company cannot yet be assessed.

1.4  STRATEGIC OBJECTIVES ACHIEVED BY AS GROUP

The sale of Adriatic Slovenica to Generali CEE Holding was finally concluded in February 2019. Therefore, the
accelerated integration of the Company into the Generali Group was being carried out last year, while at the
same time all preparatory procedures for the merger of the Company with the existing insurance company
Generali d.d. Ljubljana were carried.

Notwithstanding the completion of the entire sales process, in the course of its operations in 2019 the Company
pursued the key strategic objectives set within the Adriatic Slovenica 2017-2022 Strategic Plan:

Sustainable and profitable operation with a strong cost base and a new balance of products.

Development and sales of new assistance services while improving the profitability of existing products.
Improvement of the performance of exclusive sales channels and introduction of a hybrid distribution model.
Improvement of the growth of existing online and other sales channels (WIZ / Croatia / Generali
Investments).

Poop =

Within the framework of the successful implementation of the set strategic guidelines, worth highlighting are the
excellent sales results achieved through traditional sales channels as well as the modern digital sales channels,
both in Slovenia and Croatia. In 2019, a 3.1% growth in business was achieved.

The highest growths were recorded in motor insurance, mainly land motor vehicle insurance (7%), general
liability insurance (12%), assistance insurance (11%), other damage to property insurance (7%) and fire
insurance (4%). Owing to the successful sale of new supplementary health insurance and its price increase, as
well as the good sale and transformation of above-standard health insurance, a 5% business growth was also
achieved in the health sector.

In terms of sales channels, the highest growth rates were achieved by the Wiz sales channel and by Croatia
Branch, two sales channels that achieve their results through successful digital sales.

Last year, the Wiz digital sales channel grew by 40% - sales of all key product groups Wiz Avto (Wiz Car), Wiz
Zdravje (Wiz Health), Wiz Tujina (Wiz Abroad) were on the rise. The Croatia Branch Office also recorded a high
27% growth last year. The latter posted close to EUR 6 million in premiums, of which 52% in non-life insurance
and 48% in life insurance segments. In doing so, the Branch realized the majority of motor vehicle insurance
sales through the digital sales channel.

The Company thus managed to consolidate its position on the Slovene and Croatian insurance markets, reaching
as the fourth largest insurance group a 12.5% market share on the Slovenian insurance market. Along with
Generali d. d., Ljubljana, the Generali Group holds the third place in Slovenia, with a 16.7% market share.

Furthermore, within the framework of the strategic plans achieved, worth highlighting is the improved profitability
of operations in the most important insurance classes. The Company has significantly improved the profitability of
motor vehicle and health insurance by introducing a series of short and long term measures. Under motor vehicle
insurance, measures have been taken to improve the selection of risks in the underwriting of cargo vehicle
insurance, exceptional discounts were abolished, the policies of the customers with the worst technical result
were not extended and new tariffs for motor vehicle insurance for regular sales and sales via the Wiz digital
channel were introduced. In the area of health insurance, the Company carried out a series of activities for the
transformation and extension of insurance Specialists into Specialists with assistance and increased the premium
in the segment of complementary health insurance.
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Accordingly, the Company achieved a combined ratio of 96.5% in the field of non-life insurance, while in the field
of health insurance, it achieved a combined ratio of 98.6% by adequately managing the costs and despite a rise
in health care costs.

With EUR 6.9 million of net profit, the Company achieved the return on equity (ROE) of 7.1 %. Profitability of
operations and appropriate risk management lead to further strengthening of the capital adequacy of the
Company and maintaining adequate capital surplus over the capital requirement.

Before the end of the year i.e. in mid-December, the international rating agency Fitch Ratings upgraded Adriatic
Slovenica's Insurer Financial Strength (IFS) Rating to 'A" from 'BBB+'. The upgrading of the rating followed the
revision of the Adriatic Slovenica’s strategic status to '‘Core' from 'Important' to its parent Assicurazioni Generali
S.p.A. (Generali; IFS: A/Negative). The Outlook on Adriatic's IFS Rating was Negative, reflecting that on
Assicurazioni Generali S.p.A.

2. GOVERNANCE STATEMENT

The corporate governance statement of (the acquired company) Adriatic Slovenica d.d., which forms an integral
part of the Management Report as per the fifth paragraph of Article 70 of the Companies Act (ZGD-1), as a result
of the merger by absorption is issued by the transferee company Generali zavarovalnica d.d. The corporate
governance statement refers to the period from 1 January 2019 to 31 December 2019.

Governance System

The corporate governance system is regulated by the rules, which in a transparent and understandable manner

determine:

e the organisational structure with precisely defined, transparent and consistent internal relationships regarding
the responsibilities;

e an effective system of information transmission, proportionate in nature, scale and complexity of the
Company's operations, with effective key management functions that are integrated into the organisational
structure and decision-making processes of the Company;

e the structure of written rules, processes and risk management procedures, which comprise measures to
ensure regular and continuous operations;

e the governance and management bodies of the Company and all employees are familiar and comply with the
laws, professional rules and internal regulatory framework, taking into account their competences, powers
and responsibilities, and the field of work.

Statement on the use of corporate governance codes

In 2019, Adriatic Slovenica d.d. (AS) committed again to apply the KD Group Governance Code (available on the
Company website www.as-skupina.si/-/kodeks-upravljanja-skupine-kd/), as it is not required to apply the
published corporate governance codes. The Company has only one shareholder and its securities are not traded
on the official market. In its operations, the Company also abides by the Insurance Code (available on the
website of the Slovenian Insurance Association at www.zav-zdruzenje.si).

Description of the main features of the internal controls and risk management system in the Company
related to the financial reporting procedure

Internal controls are guidelines and procedures established by the Company and implemented at all levels in
order to manage the risks related to financial reporting. The purpose of internal controls is to ensure efficiency
and effectiveness of operations, reliability of financial reporting and compliance with the applicable laws and other
external and internal regulations.
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The Company is subject not only to the Companies Act but also to the special provisions of the Insurance Act,
which regulates the obligation of insurance companies to establish and maintain adequate internal controls and
risk management system. The implementing regulations related thereto are issued by the Insurance Supervision
Agency and the Company complies with them.

Accounting controls are closely linked to IT controls, which restrict and control access to the network, data and
applications as well as ensure completeness and accuracy of data capturing and processing.

For the purpose of financial reporting on a consolidated basis, the procedures and internal controls are defined in
the internal accounting rules and the rules on providing consolidated financial statements of the Adriatic
Slovenica Group.

The Group members submit their financial information for the preparation of consolidated financial statements in
the form of reporting packages, prepared as required by the International Financial Reporting Standards (IFRS)
and the guidelines of the parent company and within the time limits set in accordance with the financial calendar
of the Company. The reporting packages include in-built cross controls that ensure data consistency. The
packages are checked by external auditors. As an additional control of the accuracy of the reporting packages,
the subsidiaries provide their original accounts. The introduction of unified information systems in subsidiaries
and of the applications that support consolidation, planning and reporting increased the effectiveness of financial
information exchange between the subsidiaries and the parent company and thus the information control. The
appropriateness of established and operating internal IT controls is checked by IT specialists as part of the
regular annual audit of financial statements.

In addition to the aforementioned system, AS set up a system of internal controls also in other important business
processes. Internal controls include procedures and actions that ensure compliance with the law and internal
rules. All major business processes in the Company are described, including with definitions of control points and
individual controllers. The basic controls include checking the received documentation or systemic or manual
control of the data processed. The Company follows the rules and regulations on the appropriate handling of
confidential data and internal information, the admissibility of investments and the prohibition of insider trading. It
regularly monitors the actions of employees when conducting transactions with financial instruments for their own
account. Other persons to whom the Company has delegated the provision of particular services have to perform
their tasks and duties in compliance with the laws, implementing regulations, the service contract, internal rules
and working procedures that are in force in the Company.

Key Functions

The Company established an effective corporate governance system with four key internal control functions: the
risk management function, the actuarial function, the compliance function and the internal audit function. They are
set up as separate organisational units (teams), which are directly subordinated to the Management Board. The
tasks, responsibilities, processes and reporting obligations of every key function are regulated in detail in the
respective internal documents.

The actuarial function

It is organised in two permanent teams: Actuarial Activities for Non-life Insurance and Actuarial Activities for Life
Insurance.

The key duties of the actuarial function include:

e coordination of the calculation of insurance technical provisions for the purposes of calculating capital
requirements;

e information of the managing and supervisory bodies on the reliability and adequacy of methods, models and
assumptions, which were used in the calculation of insurance technical provisions, and on the adequacy of
calculated insurance technical provisions;

e control of the calculation of insurance technical provisions when approximations are applied in the
calculation;

10
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e verification of the appropriateness of the overall underwriting risk policy; provision of an opinion whether the
amount of the premium of individual products is sufficient to cover all the obligations arising from these
insurance contracts;

e verification of the adequacy of reinsurance or transfer of risk to a special purpose vehicle;

e participation in the introduction and implementation of the risk management system, particularly in the
development, application and monitoring of the appropriateness of capital requirement calculation models
and in conducting own risk and solvency assessment.

The actuarial function has access to all information of the Company that is needed to perform the duties of the
actuarial function (records, data, documents, reports, correspondence with the Insurance Supervision Agency).

The risk management function

This function is placed within the risk management system or the second pillar (line of defence) of an effective
risk management system. The primary task of the risk management function is to report on the risks defined as
material to both the Management Board and the Supervisory Board. On its own initiative or at the request of the
Management Board or the Supervisory Board, the risk management function also reports on other specific areas
of risk.

The main risk management objectives are:

e comprehensive coordination and supervision of activities related to risk management in the Company;

e measurement and assessment of the comprehensive risk profile of the Company, including early
identification of potential future risks;

e reporting to the Management Board on the risks defined as material.

Moreover, the risk management function coordinates all internal and external reporting procedures related to
risks.

Risk management is discussed in greater detail in Section 8.1. hereof.
The compliance function

The compliance function is placed within the internal controls system (internal control) at the second pillar (line of
defence) of an effective risk management system.

From the organisational point of view, the compliance function holder is a member of the permanent Compliance
Team that is also managed by the holder. The function holder has an appropriate independence and has access
to the applicable information and the members of the broader management team. The compliance function holder
is a member of the Risk Management Committee, which is a consultative body with regard to the risk
management system. The Compliance Team cooperates mainly with the permanent Legal Support and Risk
Management teams, and where appropriate also with members of other process teams, whereby it has to be
ensured that every task is performed by a person who did not participate in planning or carrying out of an activity
that is subject of a task, and it has to be ensured that the conflict of interest is avoided so that it cannot affect the
performance of the tasks in the context of compliance monitoring.

The tasks and responsibilities of the compliance function are:

e monitoring and regular assessment of the appropriateness and effectiveness of regular procedures and
measures introduced to remedy any deficiencies in the Company's compliance with the applicable
regulations and other commitments;

e provision of advice and assistance in ensuring compliance of the Company’s operations with the obligations
set by the applicable regulations and with any other commitments;

e assessment of potential impacts of changes in the legal environment on the operations of the Company in
terms of compliance with the applicable regulations and other commitments;

11
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e definition and assessment of risks relating to the compliance of the operations of the Company with the
applicable regulations and other commitments;

e informing the Management Board and the Supervisory Board on compliance of the operations of the
Company with the applicable regulations and other commitments as well as on the assessed compliance risk
of the operations of the Company.

Internal Audit

The internal audit is organised as an independent Internal Audit Team, which is directly subordinated to the

Management Board. It is separated from other organisational units of the Company, both functionally and

organisationally. Based on the risk assessment, the Internal Audit Team performs permanent and comprehensive

supervision of the operations of the Company in order to verify and assess whether the risk management

processes, internal controls and governance of the Company are adequate and operate in the manner ensuring

the achievement of the following important objectives:

e cffective and efficient operations of the Company, including the achievement of business and financial
performance goals, and protection of assets against loss;

e reliable, timely and transparent internal and external financial and non-financial reporting;

e compliance with the law, other applicable regulations and internal rules.

The Internal Audit Team helps the Company to achieve the set objectives by promoting well-thought-out and
organised assessment methods and by improving the effectiveness of risk management and control processes.
Furthermore, it contributes to added value by providing independent and impartial assurances and advisory
services. The Internal Audit Team reports on its work to the Management Board, the Audit Committee and the
Supervisory Board.

The work of the Internal Audit Team is described in detail in Section 8.2. of the Management Report contained in
the Annual Report.

External Audit

The audit of the financial statements is performed by the audit firm Emnst & Young d. o. 0., Ljubljana. In line with
the applicable local laws, the audit of the financial statements of the Zagreb Branch is performed by Antares
revizija d. 0. 0. The company adheres to the provisions of the Insurance Act on the regular change of the external
auditor.

Disclosure of information in line with the sixth paragraph of Article 70 of the Companies Act

The information is presented in detail in Section 6.1 of the Management Report contained in the Annual Report.
The Management Bodies of Adriatic Slovenica

The governance system

The Company has a two-tier management system. It is run by the Management Board, whose work is supervised
by the Supervisory Board.

The Company pursues a diversity policy in management and supervisory bodies. In the composition of the
Management and Supervisory Boards, the following aspects of the diversity policy are taken into account: age,
education and professional experience, whereas gender is not taken into consideration.
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General Meeting of Shareholders
Competences

The General Meeting of Shareholders decides on:

e adoption of the Annual Report if the Supervisory Board did not approve the Annual Report or if both the
Management Board and the Supervisory Board left the decision on the adoption of the Annual Report to the
General Meeting of Shareholders;

e distribution of accumulated profit based on the proposal of the Management Board and the report submitted

by the Supervisory Board;

appointment and recall of the Supervisory Board members;

granting of a discharge to the Management and Supervisory Boards;

amendments to the Articles of Association;

measures to increase or reduce the capital;

winding down the Company and change of status;

appointment of an audit at the proposal of the Supervisory Board;

other matters stipulated by law and the Articles of Association.

Convening of the GMS

The General Meeting of Shareholders, the body through which shareholders of the Company exercise their rights
in respect of matters concerning the Company, is convened at least once a year, by the end of August at the
latest. The General Meeting of Shareholders may also be convened in other circumstances set out by law or by
the Articles of Association and when this is in the interest of the Company. As a general rule, the Company’s
Management Board convenes the General Meeting of Shareholders. The law stipulates when it can be convened
by the Supervisory Board or the shareholders of the Company.

Entitlement to attend the General Meeting of Shareholders

All shareholders who are entered into the Central Securities Depository of securities issued in dematerialised
form no later than by the end of the fourth day before the date of the General Meeting of Shareholders have the
right to attend the General Meeting and exercise their voting right if they apply to be present no later than by the
end of the fourth day prior to the date of the General Meeting of Shareholders. Conditions for participation or
exercising of voting rights are specified in the convening of the General Meeting.

Resolutions
The General Meeting of Shareholders adopts resolutions by the majority of the votes cast (simple majority) unless
the Articles of Association or the law lay down a higher majority or other requirements.

Voting right

The shareholders’ voting right is exercised proportionally with their own stake in the Company’s share capital.
Each no-par value share corresponds to one vote. The voting right can also be exercised by proxy holders based
on the written mandate and also through a financial organisation or shareholders’ association.

The General Meetings of Shareholders (GMS) held in 2019

In 2019, the General Meetings of Shareholders was convened on three occasions.

e The 56! General Meeting of Shareholders was held on 13 February 2019. New members of the Supervisory
Board were appointed in this the General Meeting;

e The 57" General Meeting of Shareholders was held on 24 April 2019. The General Meeting of Shareholders
took note of the adopted Annual Report of Adriatic Slovenica and the AS Group for 2018, including the
auditor’s opinion, the Supervisory Board’s Report on the Annual Report and the Annual Internal Audit Report
for 2018, including the opinion of the Supervisory Board;
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e The 58" General Meeting of Shareholders was held on 30 May 2019. The General Meeting of Shareholders
adopted the resolution granting approval to the Merger by Absorption Agreement and the submission of
statements under Article 599, Paragraph 6 of the Companies Act.

Supervisory Board

Operation of the Supervisory Board

The Supervisory Board oversees the management of the Company's business operations. In performing its work,
the Supervisory Board follows the applicable regulations.

As part of its more important duties, the Supervisory Board:

gives approval to the business strategy of the Company;

approves the financial plan of the Company;

gives consent to the Management Board with respect to written rules of the governance system;

gives consent to the Management Board with respect to IAD’s annual work plan;

assess the adequacy of processes and the effectiveness of internal audit;

drafts the opinion on the annual internal audit report for the General Meeting of Shareholders;

discusses the findings of the ISA (Insurance Supervision Agency) and other regulatory bodies supervising

the Company;

verifies annual and interim reports of the Company;

e verifies the Annual Report submitted by the Management Board, takes a position on the Audit Report and
prepares a report for the General Meeting of Shareholders, stating any observations and confirms it;

e reviews the draft proposal for the distribution of accumulated profits and submits its findings to the General
Meeting of Shareholders in form of a written report.

In accordance with the law, the Supervisory Board holds at least one session per quarter, usually after the end of
each quarter.

Supervisory Board in 2019

In accordance with the Articles of Association and the applicable law, the Supervisory Board is composed of six
members, of which four shareholder representatives are appointed by the General Meeting of Shareholders,
whereas two SB members — employee representatives are elected by the Work Council of the Company, which
then informs the General Meeting of Shareholders of its decision. Members of the Supervisory Board are
appointed for a maximum five-year term with the possibility of reappointment. The Supervisory Board concluded
the year in the following composition - Luciano Cirina, Chairman, Miroslav Singer, Vice Chairman, Miroslav Basta,
Member, Borut Sustar$ic, Member - Employee Representative, Matjaz Pavlin, Member - Employee
Representative. Gregor Pilgram, who was also a member of the Supervisory Board, during the period of his
temporary appointment to the Management Board, could not perform his function in the Supervisory Board.

AljoSa Tomaz Chairman 20. 3. 2018 Resigned on 13. 2. 2019
Tomaz Butina Member 7.9.2017 Resigned on 13. 2. 2019
Aleksander Sekavénik Vice-Chairman 20.3.2018 Resigned on 13. 2. 2019
Borut Sustarsic Member - employee 28.9.2015 28.9. 2023"
representative
Matjaz Paviin Member _ - employee 7.4.2016 7.4.2021
representative
Gregor Pilgram Member 18.2.2019 18.2.2024
Chairman 20. 3. 2019 31.8.2019
Luciano Cirina Member 18.2.2019 18.2.2024
Chairman 1.9.2019
Miroslav Singer Member 18.2.2019 18.2.2024
Vice-Chairman 1.9.2019
Miroslav Basta Member 18.2.2019 18.2.2024

*New 4-year appointment starting on 28 September 2019.
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Remunerations, reimbursements and other benefits

Data on earnings of the Supervisory Board members are disclosed in more detail in Section 11.4. of the Financial
Report. Remunerations are in line with the resolution passed by the 43 General Meeting of Shareholders held
on 3 September 2012.

Shareholdings of Supervisory Board members
The Supervisory Board members do not own any shares of the Company.

Supervisory Board Committes

In line with the law and good practice, the Supervisory Board may appoint one or several committees in charge of
a particular area, which prepare draft resolutions of the Supervisory Board, ensure their implementation and
perform other duties, thus supporting the Supervisory Board’s work. In 2019, two Supervisory Board Committees
were active first, to be followed by only the Audit Committee.

Audit Committee

The operation of the Audit Committee

The Audit Committee of the Supervisory Board was established in 2007, even before this became obligatory for
insurance undertakings. The duties and competences of the Audit Committee are set out in the Companies Act,
the Charter of the Audit Committee, the Rules of Procedure of the Audit Committee, the Rules of Procedure of the
Supervisory Board and other autonomous sources of law (e.g. recommendations for audit committees).

The Audit Committee has the following competences and performs the following important duties:

monitors the effectiveness of internal controls in the Company, internal audit and risk management systems;
monitors the financial reporting processes;

monitors the statutory audits of separate and consolidated financial statements;

reviews and monitors the independence of the auditor for the Company's Annual Report, particularly when
providing additional non-audit services;

proposes to the Supervisory Board a candidate to be appointed as an auditor of the Company’s Annual
Report;

monitors the integrity of financial information provided by the Company;

assesses the Annual Report and prepares proposals for the Supervisory Board;

participates in determining the main areas of auditing;

participates in the preparation of the agreement between the auditor and the Company;

cooperates with the auditor in auditing the Company's Annual Report, particularly by exchanging information
on major issues relating to the audit.

Audit Committee in 2019:

The Audit Committee ended the year composed of Beata PetruSova, Chairman of the Committee and Vera
Dolinar, Member. The following composition changes were made during the year:

Matjaz Pavlin Chairman - SB Member Resigned on 15. 7. 2019

Tomaz Butina Vice-Chairman — SB Member Resigned on 13. 2. 2019

Vera Dolinar Member - Independent Expert From 12. 12. 2016, indefinite duration

Beata Petrusova Member From 8. 4. 2019, indefinite duration
Chairman From 30. 9. 2019
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Payments, reimbursements and other benefits

Data on earnings of the Audit Committee members are disclosed in Section 11.4 of the Financial Report.
Remuneration of the Audit Committee members is in line with the resolution passed by the 450 General Meeting
of Shareholders held on 27 May 2013.

Committee for the regular monitoring of the implementation of the Strategy and achievement of the target
business model

The Supervisory Board appointed the Committee for the regular monitoring of the implementation of the Strategy
and achievement of the target business model in 2018. The Committee ceased its operations immediately after
the change of sole shareholder, with the resignation of all members.

Payments, reimbursements and other benefits

Data on earnings of the Committee members are disclosed in Section 11.4 of the Financial Report included in the
Annual Report. Remuneration of the members is in line with the resolution passed by the 43 General Meeting of
Shareholders held on 3 September 2012.

Management Board

Operation of the Management Board

The Management Board manages, presents and represents the Company in legal transactions. The Management
Board acted within the framework of the meetings of the Management Board. In addition to formal meetings of the
Management Board, it exercised the powers and responsibilities in the daily operations as well as the powers and
responsibilities with regard to the General Meeting of Shareholders, as defined by the Companies Act and the
Insurance Act. . The Management Board performed the activities in relation to the Supervisory Board in
accordance with the Company’s Articles of Association and the Rules of Procedure of the Supervisory Board. The
Management Board has at least two members; the specific number of board members is set by the Supervisory
Board according to Company’s business needs. In legal transactions, the Company must always be represented
jointly by at least two members.

Competences and major tasks of the Management Board:

manages and organises the operations of the Company;

presents and represents the Company;

is responsible for the legality of the operations of the Company;

adopts the development strategy of the Company and submits it to the Supervisory Board for approval;
adopts the business and financial plan of the Company subject to the approval of the Supervisory Board;
adopts internal documents of the Company;

reports to the Supervisory Board on the operations of the Company and the Group;

drafts an annual report and submits it, including the auditor's report and proposal on distribution of
accumulated profits, to the Supervisory Board for approval;

e convenes the General Meeting of Shareholders;

e implements the resolutions passed by the General Meeting of Shareholders and the Supervisory Board.

Management Board in 2019

There were major changes in the composition of the Management Board in 2019. The Management Board
concluded the year with two members: Gregor Pilgram, President of the Management Board and Matija Senk,
Member of the Management Board. During the year, the following composition changes were made:
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Gabrijel Skof President 1.10. 2017 Resigned on 1. 10. 2019
Matija Senk* Member 30. 1. 2014 31.1.2024
Jure Kvaternik Member 16.4. 2018 Resigned on 31.7. 2019
Gregor Pilgram™* President 1.10. 2019 1 year

* New 5-year appointment starting on 31 January 2019.
**Temporary appointment among the Members of the SB.

Presentation of the Members of the Management Board as at 31 December 2019

Gregor Pilgram, President of the Management Board, born in 1973, graduated from Vienna Economic
University. He commenced his successful career in 1999 as an expert in the controlling department of Generali
zavarovalnica in Ljubljana, in 2004 he became Member of the Management Board and in 2008 President of the
Management Board of Generali zavarovalnica. He upgraded his extensive experience in the field of insurance
through various management positions within the regional structures of the Generali Group. In 2013, he was
appointed CEO of Generali CEE Holding. During his work in Slovenia, Gregor Pilgram has been a member of
numerous associations, including the Executive Board of the Manager's Association of Slovenia. In 2010, he was
awarded the Young Manager of the Year award by the Manager's Association of Slovenia for shaping the
Slovene insurance market and for the achievements of Generali zavarovalnica in Slovenia.

Matija Senk, Member of the Management Board, born in 1962, graduated in mathematics and became a
certied actuary obtained in cooperation with the Faculty of Economics and the Faculty of Actuaries from Great
Britain. He has gained a more than 20-year long experience in the insurance industry (since 1996) where he held
many managerial posts in supervisory boards at home and abroad. He held managerial posts in the companies of
the Group KD Group, from being the President of the Management Board of Slovenica, to being a member of the
Management Board of Adriatic Slovenica a long-serving President of the Management Board of KD Zivljenje and
CEO of KD Group. He is a member of numerous associations, as well as author and co-author of books and a
rich array of articles on insurance business. In 2014 he became Member of the Management Board of Adriatic
Slovenica and has been Member of the Management Board of the Company ever since.

Remunerations, reimbursements and other benefits

The data on remuneration of the Management Board members are discussed in greater detail in Section 11.4 of
the Financial Report included in the Annual Report.

Equity shares
No equity shares were held by the Members of the Management Board.

Ljubljana, 20 March 2020

Katarina Guzej Mitja Feri Vanja Hrovat
Member of the Member of the President of the

Management Board Management Board Management Board
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3. SUPERVISORY BOARD REPORT

Supervision of the operation of Adriatic Slovenica d.d. and the Adriatic Slovenica Group

The purpose of the report of the Supervisory Board is to provide the General Meeting of Shareholders with an
expert evaluation of the materials for the session when the shareholders will examine the Annual Report and
decide on the distribution of accumulated profit. The Supervisory Board is responsible for reviewing the Annual
Report of Adriatic Slovenica d. d. and the Consolidated Annual Report of Adriatic Slovenica. In its report, the
Supervisory Board is required to specify the manner and scope of its supervision of the Company’s operation in
the course of the business year and provide its opinion of the auditor's report and other statutory reports.

Following the merger of Adriatic Slovenica d. d., the Supervisory Board of Adriatic Slovenica (hereinafter
referred to explicitly as SB AS) ceased to function, the report is submitted by the Audit Committee of the
Supervisory Board of the acquiring company Generali zavarovalnica d.d. (hereinafter 'the Supervisory
Board). The same applies to the Audit Committee of the Supervisory Boards, as shown in the separate report on
the work of the Audit Committee.

The SB AS started the year 2019 composed of: AljoSa Tomaz as Chairman, Aleksander Sekavénik as Vice-
Chairman, Tomaz Butina as Member, Matjaz Pavlin as Member and Employee Representative and Borut
Sustarsi¢ as Member and Employee Representative. Immediately following the entry of the shareholder Generali
CEE Holding B.V. (13 February 2019) into the ownership of Adriatic Slovenica d. d., the composition of the
Supervisory Board partly changed as members AljoSa Tomaz, Aleksander Sekavénik and Tomaz Butina resigned
and new members of the SB AS were appointed in the General meeting of Shareholders, namely Gregor Pilgram,
Luciano Cirina, Miroslav Basta and Miroslav Singer. The SB AS then appointed Gregor Pilgram as Chairman of
the Supervisory Board and Luciano Cirina as Vice Chairman on 20 March 2019. On 31 August 2019, Gregor
Pilgram resigned as Chairman because of his temporary appointment to the Company's Management Board and
Luciano Cirina took over the chairmanship of the Supervisory Board from 1 September 2019, and Miroslav Singer
became Vice Chairman. The SB AS ended 2019 in the following composition Luciano Cirina as Chairman,
Miroslav Singer as Vice Chairman, Miroslav BaSta as Member, Gregor Pilgram as Member (provisionally
appointed President of the Management Board), Matjaz Pavlin as Member and Employee Representative and
Borut Sustarsic as Member and Employee Representative.

The SB AS Board performed its activities in accordance with the agreed model of supervision over the operation
of the Management Board. In 2019, the Supervisory Board held 11 sessions, 9 of which by correspondence. In
the course of the sessions, the Supervisory Board discussed the quarterly performance and risk reports of the
Company. The Supervisory Board approved the Annual Report and the Consolidated Annual Report of Adriatic
Slovenica d.d. for 2018 as well as reviewed the report on the relationship with the controlling company in 2018.
The Supervisory Board also examined the reports prepared by the actuarial function with regard to non-life and
life insurances for 2018 and approved the Supervisory Board functions activity report and compliance report for
2018. Furthermore, the Supervisory Board approved the Solvency and Financial Condition Report (SFCR) for
2018 and the Own Risk and Solvency Assessment (ORSA) of the insurance company Adriatic Slovenica,
conducted a regular annual review of the management policies of the insurance company, examined the report
on the activities of Internal Audit in the first half of 2019 and the annual report of the monitoring of compliance key
function for 2019. Further to the proposal of the Management Bard, the Supervisory Board approved the
convening of the session of the General Meeting of Shareholders in which the General Meeting of Shareholders
decided on the distribution of accumulated profit and granted discharge to the Supervisory Board and the
Management Board for the business year 2019.

In addition to its regular tasks, the SB AS also performed human resources tasks, producing competency and
suitability assessments for the newly appointed members of the Supervisory Board and the Management Board.
It appointed Matija Senk as a new Member of the Management Board and accepted the resignation of the
Member of the Management Board Jure Kvaternik and later the resignation of the President of the Management
Board, Gabriel Skof, provisionally appointing Gregor Pilgram, among its members, as the President of the
Management Board. The SB AS also took note of the resignation of Audit Committee of the Supervisory Board
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member Matjaz Pavlin and appointed Beata PetruSova Member of the Audit Committee. The SB AS approved the
appointment of NataSa Sremac as the holder of the compliance key function.

The SB AS regularly monitored the merger process with Generali d.d. throughout the year and, inter alia, it
approved the Merger by Absorption Agreement and adopted the Report on the Review of the Merger in specially
convened meetings.

Following the merger of Adriatic Slovenica d. d. with Generali d. d., the duties of the Supervisory Board
related to the control over the acquired company Adriatic Slovenica d. d. had to be continued by the
Supervisory Board of Generali. Until the date of this report, the Supervisory Board considered the performance
report of Adriatic Slovenica in the last quarter of 2019, and the Internal Audit report for the second half of the year
as well as the internal audit annual report for 2019.

Review and approval of the Annual Report

At its session held on 26 March 2020, the Supervisory Board examined the Annual Report and Consolidated
Annual Report of Adriatic Slovenica for 2019 along with the corresponding reports of the certified auditor Ernst &
Young d.0.0., the proposal of the Management Board on the distribution of accumulated profit and the proposal
for granting a discharge.

The reports of the certified auditor indicate that the financial statements of Adriatic Slovenica d.d. are a fair
presentation of the Company’s and Group’s financial positions as at 31 December 2019 as well as of financial
results and cash flows in the business year 2019 and in accordance with IFRS.

The Supervisory Board took note of the report of the Audit Committee giving a positive opinion on the Annual
Report and the Consolidate Annual Report. The Supervisory Board had previously taken note of the report on the
activities of Internal Audit in the second half of 2019 and the annual report for 2019. The Supervisory Board
issued a positive opinion on the annual report on the activities of Internal Audit in 2019. On the basis of
familiarization with the work of the SB AS and the presented internal audit reports, the Supervisory Board of
Generali may therefore assess that no such breaches in the management of risks have been identified which
could endanger the safety of the company's operations.

Furthermore, the Supervisory Board took note of the report by the Management Board on the relationship of the
Company with the controlling company in 2019 and the auditor’s opinion on this report, issued on the basis of
Article 546 of the Companies Act. The auditor’s opinion states that none of the collected data suggested that the
factual information provided in the Report on the relationship with the controlling company was inaccurate, or that
the value of the Company’'s performance with respect to the legal transactions listed in the report was
disproportionately high or that there were any circumstances warranting a materially different assessment of
disadvantages than that provided by the Management Board. The Supervisory Board finds that the content of the
Annual Report and the Consolidated Annual Report present a true and fair view of the operation of Adriatic
Slovenica d.d.

On the basis of the review of the Annual Report and the examination of the auditor's reports for 2019, the
Supervisory Board:

- approves the Annual Report of Adriatic Slovenica d.d. for 2019,

- approves the Consolidated Annual Report of the Adriatic Slovenica Group for 2019,

- gives a positive opinion on the reports of the auditor Ernst & Young d. 0. 0.,

- proposes to the General Meeting of Shareholders to grant a discharge to the Management Board and
Supervisory Board and to allocate the accumulated profit in accordance with the proposal of the
Management Board.

It is proposed that the distribution of accumulated profit be conducted following the established model
according to which Generali d. d. does not pay dividends, while the merged company Adriatic Slovenica

needs to allocate a part of the accumulated profit equal to 90% of the net profit (of the company Adriatic
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Slovenica d.d.). This amounts to EUR 6,237,545.09 and, after rounding off the payment per share to two
decimal places, the amount of EUR 6,218,800.69 would be allocated for dividends. The Management
Board thus proposes to the Supervisory Board to submit the following proposal regarding the
distribution of accumulated profit for resolution of the General Meeting of Shareholders:

The accumulated profit of Generali d.d., as established on 31 December 2019, amounts to EUR
3,538,070.

The accumulated profit of the company Adriatic Slovenica d.d., acquired on 3 January 2020, as
established on 31 December 2019, amounts to EUR 36,973,931.18.

The sum of the accumulated profits of the two companies amounts to EUR 40,512,001.18 and this
accumulated profit shall be distributed as follows:

- A part of the accumulated profits amounting to EUR 6,218,800.69 shall be used for dividend payments in the
gross amount of EUR 2,63 per share. The Company will pay dividends on 24 April 2020 to Shareholders
registered with KDD (Central Securities Clearing Corporation) on 20 April 2020.

- The rest of the accumulated profits in the amount of EUR 34,293,200.49 shall remain unallocated and its
distribution will be decided upon in the coming years.

Ljubljana, 26 March 2020

Gregor Pilgram
Chairman of the Supervisory Board
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4. REPORT OF THE AUDIT COMMITTEE OF THE SUPERVISORY BOARD

Report of the Audit Committee of the Supervisory Board on its activities in 2019 and on the review of
materials for the approval of the Annual Report for 2019.

Formal aspect:

The purpose of the report of the Audit Committee is to provide the Supervisory Board with an expert assessment
of the materials which are the basis for the examination by the Supervisory Board of the Annual Report of Adriatic
Slovenica d.d. and the Adriatic Slovenica Group along with the auditor's reports, the Management Board's
proposal on the distribution of accumulated profit, the report on the relationship with the controlling company and
the annual report on the activities of Internal Audit in 2019.

The Audit Committee provides the Supervisory Board with expertise required for the implementation of
supervision over the management of the Company.

Given that, following the acquisition of Adriatic Slovenica d. d., the Audit Committee of the Supervisory
Board of Adriatic Slovenica (hereinafter referred to explicitly as AC AS) ceased to function, the report is
submitted by the Audit Committee of the Supervisory Board of the acquiring company Generali
zavarovalnica d. d. (hereinafter 'the Audit Committee’).

The AC AS started the year 2019 in the following composition: Matjaz Pavlin as the Chairman, Tomaz Butina as
the Vice-Chairman and Vera Dolinar as independent member. After the termination of office of Tomaz Butina
following his withdrawal from the Supervisory Board, the Supervisory Board appointed a new member Beata
PetruSova (20 March 2019), who became chairwoman of the Audit Committee after the resignation of Matjaz
Pavlin (30 September 2019).

The AC AS held four regular sessions, two of which by correspondence. In these sessions the AC AS focused on
the following topics

1. risk management and efficiency of internal controls;

2. Internal Audit reports (individual reports, reports on the implementation of recommendations, half-yearly
reports, annual report) and the annual and long-term work plan of the Internal Audit;

actuarial function reports;

reports and annual work plan of the compliance function;

financial reporting;

audit of financial statements;

annual report, report on the relationship with the controlling company, Solvency and Financial Condition
Report, Own Risk and Solvency Assessment;

auditor selection and independence and provision of non-audit services by the selected auditor;

monitoring of the progress of inspections, follow-up on decisions issued by regulators to the Company.

No ok w

©

After the merger, the work of AC AS related to the progress of auditing and adoption of the Annual Report and the
Consolidated Annual Report of Adriatica Slovenica d. d. has been continued by the Audit Committee of the
Generali Supervisory Board.

Substantive aspect:
Risk management and efficiency of the internal control system

In the reporting period, the AC AS monitored the efficiency of risk management in the Company by closely

following the Company’s performance and examining risk reports. The AC AS examined the work plan of the key
function Compliance for 2019 and gave its consent to it.
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Operating efficiency of Internal Audit

In 2019, the AC AS regularly monitored the functioning of Internal Audit, the adequacy of procedures, the
operating efficiency and performance as well as the compliance of operations with the International Standards for
the Professional Practice of Internal Auditing. The Internal Audit carried out its activities on the basis of the
Annual Work Programme, which was fully implemented. The AC AS examined quarterly reports on the
implementation of recommendations of the Supervisory Board and established that the auditees were successful
in implementing the recommendations thus redressing the deficiencies and irregularities. In addition to auditing
and monitoring the implementation of the recommendations, Internal Audit also provided advisory services and
monitored the Company's operations on an ongoing basis, including risk exposure. The AC AS also discussed
the Report on the activities of Internal Audit for the first half of 2019 that is submitted to the Supervisory Board.

The Internal Audit Report for the second year-half, which is submitted to the Supervisory Board, and the Internal
Audit Annual Report for 2019, which is submitted to the Supervisory Board and the General Meeting of
Shareholders, were prepared after the conclusion of the merger and were discussed by the Audit Committee of
Generali d.d.

Based on the insight into the work of AC AS and the aforementioned review of internal audit reports, the Audit
Committee is of the opinion that the Internal Audit in Adriatic Slovenica d.d. in 2018 was performed successfully
and efficiently, using the appropriate auditing procedures.

Financial statements and external audit

In accordance with its competences, the AC AS was involved in determining the frame of reference for the
relationship with the auditor Ernst & Young d.0.0. The AC AS was informed about the progress of the audit and
the Audit Committee of Generali d.d. was informed about all the findings and the Auditor's Report after the
completion of the audit.

Based on the auditor’s opinion, the audit was conducted without any difficulties. With regard to the Annual Report

of Adriatic Slovenica d.d. and the Consolidated Report of Adriatic Slovenica Group for business year 2019 and

the corresponding audit reports by Ernst & Young d.o.0., the Audit Committee concludes:

- that the Annual Report was prepared within the statutory time limit and contains all the mandatory elements;

- that the disclosures in the financial statements are complete;

- that the financial statements are prepared in compliance with the generally accepted auditing standards and
adequately reflect the applied accounting policies;

- that the insurance company adequately formed its statutory reserves and reserves for own shares;

- that Emnst & Young d.o.o. issued an unqualified opinion on the financial statements of the company and the

group.
Conclusions:

In the light of the above, the Audit Committee proposes to the Supervisory Board:

1. to issue a positive opinion on the report on the activities of the Internal Audit in Adriatic Slovenica
d.d. for the second half of 2019 and the annual report on the activities of Internal Audit in Adriatic
Slovenica d. d. in 2019;

2. to issue a positive opinion on the auditor's reports and to approve the Annual Report and the
Consolidated Annual Report of Adriatic Slovenica d. d. for the business year 2019 in their proposed
form.

Ljubljana, 23 March 2020

Carlo Schiavetto
Chairman of the Audit Committee
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5. NON-FINANCIAL STATEMENT

Adriatic Slovenica and Adriatic Slovenica Group Business Model

The strategy of the AS Group is based on the insurance industry and complemented by high-quality asset
management services and investment products. In insurance business, the Company AS provides
comprehensive insurance protection through non-life, life, pension and health insurance in Slovenia and to a
certain extent in Croatia through its branch. Asset management or investment funds management is performed
by the subsidiary Generali Investments in Slovenia and abroad by its subsidiaries Generali Investments Zagreb
and Generali Investments Skopje. The AS Insurance Company implemented the development strategy, which is
included within the framework of the Adriatic Slovenica 2017-2022 Strategic Plan also in 2019.

Sustainable and profitable operation with a strong cost base: we are developing a flexible organisation that
enables us to quickly and effectively adapt to the changing market conditions and legislative environment. We
offer quality, modemn and at the same time affordable insurance products and services. In that regard, it is
important that we operate at optimum cost, while maintaining the technological freshness and the highest quality
of services.

Our customers are our partners: we are building long-term partnerships with customers who appreciate a
good-quality offer and professional and efficient services. We settle claims fast and effectively communicate new
features, which guarantee even greater safety and savings to our customers. We work proactively to respond to
the wishes of policyholders and the needs of modern times. We follow technological trends and intertwine new
developments innovatively into our services and offers, adapted to companies or individuals alike.

Comprehensive range of insurance products and solutions: our significant competitive advantage is the
‘one-stop’ comprehensive insurance protection. We take care of safety of an individual and of all their property
under one safe roof. Personal safety is ensured with the widest range of health, life and pension insurance
products tailored to the needs of every person. In addition, we offer quality assistance services and support that
round the circle of safety for our policyholders. Our range is being constantly supplemented with financial
solutions that enable profitable savings while ensuring safe autumn years. We identify risks and offer insurance
solutions for the widest array of business risks and natural disasters. In cooperation with the company
management, we guarantee superior protection for all key business areas and employees, thereby significantly
increasing the company performance and cost effectiveness.

We promote the integration culture: we are developing an organisation that is connected outside and inside by
our five values. We are creating a working environment that motivates employees and promotes team spirit and
cooperation. We radiate energy outward, so that it can be felt by our customers. We connect modern products
and expert advice into the full circle of safety - with the customer at the heart of all our efforts. We also connect
with the wider environment and, with the support of various social projects and individuals, we enable the
development and enrichment of the environment in which we live and create.

Company staff policies

The Company staff policies support the business objectives and the strategy of the Company and the Group,
since only qualified, committed, responsible and, not least, satisfied employees can meet ambitious goals. The
company regularly measures the organizational climate and employee satisfaction, assesses their competencies
and performance, and promotes education and training of all employees, with an emphasis on the development
of behavioural and sales competencies.

The Company's managerial staff are subject to specific requirements regarding their professional competence
and personal suitability due to the managing or supervising responsibilities. The knowledge, skills and experience
required from everyone holding a position in the management and supervisory bodies of the company ensure that
these persons make competent decisions in managing the company on the basis of a good understanding and
knowledge of the Company's operations, risks and corporate governance structure as well as knowledge of the
legislation. The requirements for competency and suitability are determined separately for the members of the
Supervisory Board and the Audit Committee of the Supervisory Board, the members of the Management Board
and the holders of key functions in the company. The Company remuneration policy encourages reliable and
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efficient risk management without encouraging risk taking which would exceed the limits of risk tolerance. It is
based on the foundations of the Company business strategy, vision and objectives, the Company risk
management strategy, the Company performance and the company long-term interests. The activities, results
and main indicators of the Company staff policy are presented in more detail in Section 10.1. of the Company
Annual Report.

Environmental and social policies of the Company and anti-corruption action

Since its establishment, Adriatic Slovenica has been supporting a plethora of projects, initiatives and campaigns
of national importance as well as regional and local events contributing to a better quality of life. Through
donations and sponsorships, we have been promoting projects related to healthcare, sport, culture, preservation
of natural and cultural heritage, education and safety, especially relating to health preservation and a healthy
lifestyle. A responsible attitude towards the environment has been a long-standing practice of the insurance
company and its employees. The main activities and indicators of the company's operations in the field of
sustainable development are discussed in more detail in Section 10.2. of the Company Annual Report. The
Adriatic Slovenica outsourcing policy defines the principles that constitute a guideline in concluding contracts for
the outsourcing of functions or activities and defines the method and procedure for the selection of independent
providers. The policy determines the requirements for the selection of service providers, the obligation to
conclude a written agreement, the continuous verification of the service providers and other activities that the
Company must implement to achieve the purpose defined by the policy.

The employees of Adriatic Slovenica are obliged to respect the Code of Conduct of Adriatic Slovenica d.d.
According to the Code, the employees act in accordance with the laws and the applicable internal rules and
guidelines, in a responsible and fair manner, avoiding any conflict between private and business interests.
Protection of confidential data, honesty towards customers and operation consistent with the applicable data
protection legislation and adequate internal regulatory framework constitute important bases of trust of our clients.
Confidential data, price sensitive information and company records, irrespective of whether they relate to natural
or legal persons and regardless of whether they relate to the operations of a particular company or the AS Group
or its employees, must be protected at an appropriate level which does not allow access to persons who do not
need such data to perform their tasks. Corruption is not tolerated neither in the Company nor in the entire AS
Group. Because situations may arise that do not constitute corruption by law, but which may raise doubts about
the fair conduct of employees, customers or business partners, the Code of Conduct lists rules of conduct that will
prevent such doubts. Charitable donations and sponsorships must remain within the legal system and the
adopted common policy; we do not provide political donations and donations to political parties (in accordance
with the Political Parties Act).

The Company and the AS Group are fully committed to the international fight against money laundering and
terrorist financing and carry out all necessary procedures for identifying clients and informing the competent
institutions in accordance with applicable laws and internal regulations. Employees, regardless of their workplace,
must not participate in nor tolerate illegal activities. This applies in particular to any infringement of antitrust
regulations and tax evasion, including, but not limited to, engaging in tax fraud. Adriatic Slovenica has developed
a system for dealing with notices of wrongdoing from the point of view of legality and respect for the company's
internal normative regulation (the whistle-blowing system). The purpose of the system of receiving and dealing
with notices of wrongdoing is to enable employees to directly inform the Compliance Team about the wrongdoing
that has not been recognized and adequately managed within the framework of regular processes and internal
regulatory framework of the Company, as well as to ensure proper treatment of notifications and protection of
notifiers.

Ljubljana, 20 March 2020

Katarina Guzej, Mitja Feri, Vanja Hrovat,
Member Member President

of the Management Board of the Management Board of the Management Board
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6. GENERAL INFORMATION ABOUT ADRIATIC SLOVENICA AND THE AS GROUP

6.1 ASas AT 31.12.2019

Abbreviated company name ADRIATIC SLOVENICA d. d.

Address Ljubljanska cesta 3a, 6503 Koper, Slovenia
Phone ++386 566 43 100

Company registration number 5063361

VAT identification number S163658011

Share capital EUR 42,999,529.80

Equity attributable to the controlling company 100 %

Date of entry into the Companies Register: 20 November 1990

Management Board: Gregor Pilgram, President; Matija Senk, Member
Credit rating Fitch Ratings: A (31. 12. 2019)

Share capital and shareholders of Adriatic Slovenica as at 31 December 2019:

Shareholder structure No. of shares Portion
Generali CEE Holding B. V. 10,304,407 100.00 %
Total 10,304,407 100.00 %

Generali CEE Holding B. V. is the 100% Shareholder.
As at 31 December 2019, the share capital of the Company amounted to EUR 42,999,529.80.

Shares

Along the general information on shares, below is also the information required to be disclosed in line with the
sixth paragraph of Article 70 of the Companies Act (ZGD-1).

All shares of Adriatic Slovenica are ordinary, no-par value, registered and dematerialised, and all of the same
class. The shares give their holders the following rights:

e the right to participate in the management of the Company (each share entitles its holder to one vote at
the General Meeting of Shareholders);

e the right to a proportional part of the Company's profit (dividend);

e the right to a proportionate part of the assets remaining after liquidation or bankruptcy.

Restrictions on the transfer of shares: All shares of Adriatic Slovenica are freely transferable.

Holders of qualifying holdings under the Takeovers Act (ZPre-1): GENERALI CEE Holding B.V is the sole
shareholder and holder of the qualifying holding.

Holders of securities with special controlling rights: Adriatic Slovenica did not issue any securities with
special controlling rights.

Employee share schemes: Adriatic Slovenica does not have a regulated employee share scheme.

Restrictions on voting rights are not defined.

Agreements between shareholders which may result in restrictions on the transfer of securities or voting
rights: No agreements are possible as there is only one shareholder.

Company regulations on the appointment and replacement of the Management Board Members: In line
with the Articles of Association of Adriatic Slovenica, the President and the Members of the Management Board
are appointed by the Supervisory Board for a five-year term of office with the possibility of illimited re-
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appointment. The natural persons with an unlimited legal capacity that fulfil the conditions laid down in the
Companies Act, the Insurance Act and the Fit and Proper Policy for managerial personnel may be appointed to
the Management Board. The Supervisory Board may recall the Management Board or its members for reasons
stipulated by law.

Company regulations on the appointment and replacement of the Supervisory Board Members: In
accordance with the Articles of Association of Adriatic Slovenica, the Supervisory Board consists of six Members.
Four of them are shareholder representatives elected by the General Meeting of Shareholders and two are
employee representatives elected by the Company’s Works Council or directly by the Company’s employees, of
which the Works Council informs the General Meeting of Shareholders.

Members of the Supervisory Board, shareholder representatives, are elected by the General Meeting of
Shareholders by a majority vote of the present shareholders. The term of office of the Supervisory Board
members is 5 years, with the possibility of re-election. Natural persons with an unlimited legal capacity that fulfil
the conditions laid down in the Companies Act, the Insurance Act and the Fit and Proper Policy for managerial
personnel may serve as Supervisory Board members. In accordance with the law, the General Meeting may
recall the Supervisory Board Members, shareholder representatives, early with a resolution by a majority that
corresponds to at least three-quarters of the represented share capital.

The Adriatic Slovenica rules on amendments to the Articles of Association: The Articles of Associations
contain no specific rules for their amendment. They can be changed based on the law in a General Meeting of
Shareholders’ resolution by a majority that corresponds to at least three-quarters of the represented share capital.

Powers of the Management Board, particularly with regard to own shares: The powers of the Management
Board are set by the law. The Company’s General Meeting of Shareholders did not grant the Management Board
any powers related to own shares.

Important agreements taking effect, being amended or terminated based on the change in the control of
the Company as a result of a public takeover bid: Adriatic Slovenica covers its exposure with reinsurance for
its own account (retrocession).

Agreements between the Company and the members of its management or supervisory body on
compensation in case of their resignation, dismissal without cause or the termination of their
employment due to a statutory takeover bid (under the law governing takeovers): In the case of resignation,
Management Board members are not eligible to a severance pay. If, however, they are recalled or if their
employment agreement is terminated by the Supervisory Board without cause, in the case of business reasons,
or in the event of inability to perform, the Management Board members are entitled to a severance pay.
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6.2 ORGANISATION AND ORGANISATIONAL STRUCTURE OF AS

Organisational scheme of Adriatic Slovenica and the AS Group with subsidiaries (31. 12. 2019):
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The Insurance Company AS (the parent company of the AS Group) provides its clients with services in a
diversified marketing network in Slovenia, which was developed regionally as early as in 1993. The parent
company is at the same time the meeting point of the Group's business development. The Company is process-
organized and processes are executed by permanent and flexible process teams. The business processes in the
Company are divided by content into corporate affairs, sales and development, operational performance and risks
and finances. These take place at the headquarters and within three regions and in the Zagreb Branch, which
adapts the processes to the parent company. The basic sales process is carried out in separate geographical
areas in the Western, Central and Eastern regions (with units in Koper, Nova Gorica and Postojna; Ljubljana,
Novo mesto and Kranj; Maribor, Celje and Murska Sobota). Since the beginning of 2019, all product and service
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development has been part of a single R&D Team, the Customer Care Centre was extended to the Customer
Centre. The BI (data) team, formerly part of the IT framework, was transformed into the corporate Business
Intelligence Team, which ensures the interpretation, quality and interdisciplinary nature of data for a more
effective decision-making at all levels of the Company.

Sales Network

AS has a modern and wide spread sales network throughout Slovenia as well as in Croatia. The quality of the
sales network is reflected primarily in the consultative selling method, which provides customers with adequate
and comprehensive insurance protection. The sales area in Slovenia is organized according to target customers
groups, covering both sales to natural persons, small and medium-sized enterprises, sales to large legal entities
and clients seeking their insurance coverage digitally.

Sales to large legal entities, corporations and customers requiring a broader business cooperation at the level of
the company, and to public procurement clients or clients dedicated to specific activities, are carried out in several
ways. Such operations are conducted either directly through key account managers or indirectly through
insurance brokers and via the public procurement portal. As these are more complex insurance operations, sales
are based on the individual dealing with risk and the adjustment of the insurance programme to the client's
business environment. We offer each client individual treatment and a general key account manager and the
client his own manager available for monitoring and assistance during the insurance period.

The SME segment, representing the largest share of legal entities in Slovenia, is provided with comprehensive
insurance coverage, including pension and health insurance for company employees. Sales activities with
consultancy are dealt with in this segment by our own agents, agency sales network, employed key account
managers and broking companies.

In addition to the traditional sales channels described above, AS also has a highly developed sales model
through modern digital sales channels. Digital channels are being intensively developed via the WIZ sales
website, which is constantly under intensive optimization and updating. Sales on the WIZ website are on the rise,
although many clients still use it for browsing and obtaining information on insurance, while clients usually take
out complex insurance over one of the traditional sales channels. Larger traditional sales channels are the
agency sales network, own agents and employees, supplemented by complementary sales channels and broking
companies.

The largest sales channel is the agency sales network (as much as 38 % of the overall sales) divided into
exclusive agencies (offering our clients only our insurance products) which they make up the vast majority of
agency sales and non-exclusive agencies (offering also insurance products of other insurance companies). The
second largest is a set of sales channels consisting of employees who sell and manage major systems insurance
and mass insurance (Supplementary Health Insurance - DZZ), accounting for 26% of all premiums collected. This
is followed by the third major own agent sales channel, representing 23% of the premium collected.

In order to effectively support the sales network in underwriting insurance, we further upgraded the centralized
sales network support through the Sales Support Centre in 2019. The upgrade of the Sales Support Centre was
primarily aimed at further training and increasing the range of services it provides to the sales network and at
adjusting the operations of the Centre in view of the increased volume of analytical assistance in directing sales.

Our sales network provides services in three regions, at 53 points of sale: in nine business units located in all
regional centers throughout Slovenia: in Koper, Postojna, Nova Gorica, Ljubljana, Kranj, Novo mesto, Celje,
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Maribor and Murska Sobota; in five branch offices: Domzale, Idrija, Krsko, Slovenj Gradec and Ribnica; and in 33
representative offices and 6 offices of specialized agents. Customers can make use of 122 underwriting points
available with the contract agencies of the Insurance Company. The Company also cooperates with other
contractual partners, such as motor vehicle inspection companies, freight forwarders and travel agencies.

Breakdown of the gross written premium by main sales channels in 2019 (in %):

Other 3%

Brokers 7% Employees 26%
Direct sales 3%

Agencies 38% Tied Agents 23%

In 2019, the Zagreb Branch sales network comprised three channels, namely its own agent network and its own
Call Centre, independent agencies and digital agencies. In total, about thirty marketeers marketed life insurance.
The sales offices are in Zagreb, Varazdin and Split. AS Osiguranje had contracts with approximately 50 agencies
in 2019. The Zagreb Branch maintained the existing work processes and adapted them to the processes of the
parent company. In 2019, the Branch further intensified its digital and traditional motor vehicle and life insurance
sales. They pay particular attention to increasing the efficiency of their own agents in the marketing of life
insurance, and are also planning to expand the contractual sales network.

Generali Investments began to develop alternative funds, aimed primarily at institutional investors and better-off
individuals in 2017. In 2019, the first alternative real estate fund, the Generali Adriatic Value Fund, a special
investment fund, was joined by the private equity fund Generali Growth SIS d. 0. 0. k. d. The Company estimates
that the area of alternative funds is interesting for its development and plans to create new funds in the future,
funds which will invest their assets in alternative investment classes. With the intention to optimize its business,
Generali Investments constantly develops new digital solutions that contribute to the efficiency of operations and
to the improvement of the user and investor experiences. At the end of 2019, Generali Investments launched a
completely redesigned free mobile application for investors, which provides an overview of Generali Investments'
up-to-date information and gives investors an updated view of the portfolio and the transfer between its products.

A brief history of Adriatic Slovenica

Adriatic Slovenica d.d. was founded in 1990 when Adriatic Zavarovalna druzba d. d. Koper was established from
the regional unit of the insurance community Triglav in Koper. In the next three years, it put in place an extensive
sales network across Slovenia and Istria with branches in Koper, Pula, Ljubljana, Celje, Kranj, Postojna, Nova

Gorica, Novo mesto, Maribor and Murska Sobota. The Company continued to expand through mergers and
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takeovers: in 2005, Slovenica d.d. merged with Adriatic and was renamed Adriatic Slovenica ZavarovalniSka
druzba d.d. In 2013, Adriatic Slovenica, as part of a spin-off operation, took over the employees and the entire
portfolio of its sister insurance company KD Zivljenje. In 2015, the cross-border merger of Adriatic Slovenica with
KD Zivotno Osiguranje took place. In 2018, a minor subsidiary KD IT d.0.0. was acquired by merger. Adriatic
Slovenica and its subsidiaries became part of the Generali Group on 13 February 2019. On 3 January 2020,
Adriatic Slovenica merged with Generali zavarovalnica d. d, which, as the transferee company, became the
universal successor of the company Adriatic Slovenica and acquired all its rights and obligations. Adriatic
Slovenica was deleted from the Court Register on the same day.

6.3 THE AS GROUP

In addition to the parent company Adriatic Slovenica, Zavarovalna druzba d.d., the Group consists of the direct
subsidiaries Generali Investments d. 0. o. (until renaming in late August 2019 KD Skladi d.0.0.), Prospera d.0.0.,
VIZ d.0.0., Zdravje AS d.0.0. and Agent d.0.0., all wholly owned by Adriatic Slovenica.

The subsidiary Generali Investments d. 0. 0. holds a 94.6% stake in the indirect subsidiary Generali Investments
a. d. Skopje (until renaming KD Fondovi a.d. Skopje) and a 96.7% stake in the indirect subsidiary Generali
Investments d. 0. 0. Zagreb (until renaming KD Locusta Fondovi d.0.0. Zagreb). The subsidiary holds a 100%
stake in the companies Generali Investments GP 1 d. o. 0. and Generali Investments GP 2 d. 0. 0. and a 54.79%
stake in the company Generali Investments CP d. o. 0. k. d.

The parent company holds a 48.51% percent stake in Nama trgovsko podjetje d. d., Slovenia, a 33.09% stake in
MEDIFIT d. 0. 0., a 25% stake in the company IDORU d. o. 0., thus considering them associates.

Generali Investments

Address Dunajska cesta 63, 1000 Ljubljana, Slovenia
Company registration number 5834457
VAT identification number SI 56687036
Activity: - activity of custody funds and other funds and similar financial entities
- financial fund management
Share capital EUR 1,767,668
Equity attributable to the controlling company: 100 %
Date of entry into the Companies Register: 11 March 1994 under No. Srg 1392/94
Management: Luka Podlogar, President of the Management Board; Casper Frans

Rondeltap, Member of the Management Board

Generali Investments is the oldest and one of the leading asset management companies in Slovenia. It was
incorporated on 24 February 1994 as Kmecka druzba d.d. During its life, its name was changed numerous times
(in 2001 it was first renamed KD Investments, then KD Investments, druzba za upravijanje, d.d. and KD
Investments, druzba za upravljanje, d.0.0.). In 2008, it was named KD Skladi, druzba za upravljanje, d.0.0., with
the short name KD Skladi d.o.0. and in late August its name changed again to Generali Investments. The
principal activity of Generali Investments is investment fund management. The company offers investors
(particularly those from South-East Europe) the widest possible range of investment options worldwide, and at the
same time provides a comprehensive investment offer in this region. As at the 2019 year-end, the Company
managed Generali Krovni sklad (Umbrella Fund) with 16 sub-funds which invest in different types of securities
(shares, bonds, deposits) on various global capital markets and in different branches, as well as two special
investment funds Generali Adriatic Value Fund, a special investment fund, the first regulated Real Estate
Alternative Investment Fund (AIF) in Slovenia, and Generali Growth SIS d. 0. 0. k. d, a private equity fund.

The Company managed the following sub-funds of Generali Krovni sklad: Generali Galileo, meSani fleksibilni
sklad (Generali Galileo, Mixed Flexible Fund), Generali Rastko, evropski delniski sklad (Generali Rastko, Europe
Equity Fund), Generali Bond, obvezniski - EUR (Generali Bond — EUR), Generali MM, sklad denarnega trga —
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EUR (Generali MM, Money Market — EUR), Generali Prvi izbor, sklad delniskih skladov (Generali First Selection,
Fund of Equity Funds), Generali Balkan, delniski (Generali Balkan, Equity), Generali Novi trgi, delniski (Generali
New Markets, Equity), Generali Surovine in energija, delniSki (Generali Raw Materials and Energy, Equity),
Generali Tehnologija, delniSki (Generali Technology, Equity), Generali Vitalnost, delniski (Generali Vitality,
Equity), Generali Indija — Kitajska, delniski (Generali India — China, Equity), Generali Latinska Amerika, delniski
(Generali Latin America, Equity), Generali Vzhodna Evropa, delniski (Generali Eastern Europe, Equity), Generali
Dividendni, delniski (Generali Dividend, Equity), Generali Amerika, delniski (Generali America, Equity) and
Generali Corporate Bonds, obvezniski sklad (bond fund).

In over two decades of operation, Generali Investments has received numerous awards for the successful asset
management. In 2019, asset manager Luka Flere, Investment Sector Manager, received the highest award given
by the magazine Moje Finance (My Finance Magazine) in the field of management in Slovenia and became the
Best Asset Manager in 2019. In the nine years of awarding, the Best Asset Manager of The Year award went to
the company Generali Investments for the sixth time. In January 2019, the US-based internationally recognized
and independent agency for the evaluation of fund management performance, Morningstar, which also monitors
the performance in asset management of the company Generali Investments (at the time KD Funds), ranked the
company among the 9% of the world's top management companies.

In Slovenia the company Generali Investments, druzba za upravljanje d. 0. 0. has the following subsidiaries:
Generali Investments CP d. o. o. k.d., Dunajska 63 Ljubljana, GP 1, , druzba za investicije d. 0. 0. Dunajska 63
Ljubljana and Generali Investments GP 2, , druzba za investicije d. 0. 0. Dunajska 63 Ljubljana. Outside Slovenia,
two fund management subsidiaries manage together 14 investment funds, of which 10 mutual funds in Croatia
and 4 in Macedonia. As at 31 December 2019, Generali Investments, d. 0. 0. was the controlling company of the
management company Generali Investments d. 0. 0., Savska cesta 106, Zagreb, in which it has a 96.7% stake,
and of the management company Generali Investments a. d. Skopje, Bul. Partizanski odredi 14A, Skopje,
Macedonia, in which it has a 94.6% stake.

Number of (UCITS) funds 16
Assets under management of (UCTIS) funds EUR 539 million
Number of alternative funds 2
Assets under management of alternative funds * EUR 78 million
No. of employees in asset management 11
Total no. of employees 54
Assets under management (including management) EUR 967 million
Number of (UCITS) funds 8
Assets under management of (UCTIS) funds EUR 34 million
Number of alternative funds 2
Assets under management of alternative funds EUR 1 million
No. of employees in asset management 3
Total no. of employees 8
Total assets under management EUR 35 million
No. of funds 4
No. of employees in asset management 3
Total no. of employees 6
Assets under management EUR 23 million
Prospera

The Prospera company has operated since 2011 specialising in debt recovery, in particular bad debt recovery
and recovery under judicial recovery procedures. As a part of the AS Group, it is included in the consolidated
financial statements of the controlling company. In addition to optimizing debt recovery, it adjusts recovery
procedures to help implement the parent company's strategy.
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Address Ljubljanska cesta 3, 6000 Koper, Slovenia
Phone ++386 5 66 43 333

E-mail info@prospera-kp.si

Company registration number: 6074618000

VAT identification number: S134037616

Other financial service activities, except insurance and  Other financial service activities, except insurance and pension funding,
pension funding, n.e.c. n.e.c.

Share capital: EUR 100,000

Equity attributable to the controlling company: 100 %

Date of entry into the Companies Register: 16 December 2011

Management: Bojana Merse, Managing Director
Viz

AS provides its clients with various modern insurance products also online, through its WIZ brand, which is the
abbreviation for the following important factors of online sales - Varno, Var¢no, Izjemno, Zaupanja vredno (Safe,
Economical, Exceptional, Trustworthy). Clients who want to address their insurance needs remotely may make
use of the website www.wiz.si and a state-of-the-art Customer Support Centre accessible through various
communication channels.

Address Ljubljanska cesta 3a, 6000 Koper, Slovenja

Free toll phone: 080 1124

E- mail: info.wiz.si@generali.com

Web page: WWW.Wiz.Si

Company registration number: 6161456000

VAT identification number: S187410206

Activity: Activities of insurance agents and brokers

Share capital: EUR 77,247

Equity attributable to the controlling company: 100 %

Date of entry into the Companies Register: 14 May 2012

Management: Gasper Braci¢ , Managing Director
Zdravje AS

The company Zdravie AS has been providing specilist outpatient healthcare since 2017 in the fields of
orthopedics, physiotherapy, surgery and X-ray diagnostics. The activity is carried out at three locations in
Ljubljana: specialist examinations are carried out at Bohori¢eva 5 at the premises of MD Medicina Sanatorium,
physiotherapy is performed at Chengdujska 25 at the premises of the Institute for Occupational Health and
Safety, and X-ray diagnostics at Vojkova 48. Only self-paying services are provided by the Zdravje AS clinic as
the outpatient clinic is not part of the public health network. In addition to the health insurers of the Company, the
clients of Zdravje AS are also the policyholders of other commercial insurers and self-payers.

Address: Bohori¢eva ulica 5, 1000 Ljubljana, Slovenia
Phone: ++386 030 704 429

E- mail: info@zdravje-as.si

Company registration number: 6332846000

VAT identification number: S1 22745866

Activity: Specialist outpatient health care service
Share capital: EUR 352,490

Equity attributable to the controlling company: 100 %

Date of entry into the Companies Register: 7 March 2013

Management: Katerina Rihter, Managing Director
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AGENT

The Company Agent d. 0. 0. has be an AS's long-standing business partner (since 1991) providing insurance
agency services ever since its establishment. It is one of the key sales channels for non-life insurance offered by
AS in the area of the Slovenian Littoral, with branch offices in Izola, Koper and Lucija. In 2016, Agent's special
agent network was created following the arrival of the agents from the company FT&Partnerji who operate
throughout Slovenia.

Address: Cankarjev drevored 4, 6310 Izola — Isola,
Company registration number: 5467438000

VAT identification number: S120359187

Activity: Cankarjev drevored 4, 6310 Izola — Isola,
Share capital: 5467438000

Equity attributable to the controlling company: S120359187

Date of entry into the Companies Register: Insurance agency

Management: Borut Sirca, Managing Director

7. PERFORMANCE IN 2019

7.1 OVERVIEW OF DEVELOPMENTS IN THE ECONOMY AND THE INSURANCE MARKET

Slovenia's macroeconomic environment in 2019
The effects of the international environment significantly slowed down economic growth in 2019. Exports to our

main trading partners declined year-on-year, with exports of some of the major intermediate products related to
the automotive industry suffering the largest decline. Real GDP growth slowed down to 1.7% in the last quarter of
last year, while the annual 2019 GDP growth stood at 2.4%. Household consumption contributed most to growth
in the last quarter, supported by a relatively high employment growth, wage growth and social transfers. However,
at the end of the year, with increased uncertainty about future economic conditions, the consumer confidence
indicator decreased and household savings increased. Growth in construction investment, which was high at the
beginning of the year and virtually stalled during the year, rebounded at the end of the year. In other activities,
movements were more subdued. Manufacturing activity has been stagnant since the first quarter of last year,
which is partly due to a slowdown in exports to major trading partners. In the euro area, year-on-year economic
growth in the last quarter of 2019 was the lowest in the last six years, amounting to only 1%.

The situation on the labour market improved further towards the end of 2019, but less intensively than at the end
of 2018. The number of labour force increased by 2.5% year-on-year in the first eleven months, most notably in
construction, transport, storage and catering. However, it should be emphasized that employment growth is
based primarily on the employment of foreigners, since the contribution of foreigners to total growth is over 70%.
The number of the unemployed continues to decline, with 75,292 unemployed registered at the end of 2019,
down 4.1% from end-2018. Wage growth strengthened last year, mainly due to the increase in the general
government sector, and to a lesser extent also due to a rise in the minimum wage. Growth in social transfers was
also higher, where the adopted tax relief of the holiday pay had a beneficial impact. With increased funding,
households stepped up their purchases of some consumer durables, such as cars and household appliances.

Year-on-year price growth was 0.4 percentage points higher than in the previous year and stood at 1.8%. Prices
of essential goods (especially food) and semi-durable goods increased, while prices of durable goods decreased
further. Growth in energy prices finally slowed down in 2019 to 1.2%, reaching only one third of the 2018 growth.
Service price growth slowed down at the end of the year, but was still more than twice as high as commodity
price growth. In particular, prices for services related to housing, health insurance and catering were rising fast.
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Despite the solid growth in the domestic market, the rise in the prices of industrial products of Slovenian
producers remained low, owing to the months-long decline in prices on foreign markets. Core inflation picked up
slightly in 2019 but was still below 2%.

The surplus of the consolidated balance of public financing in 2019 was lower than in the previous year. The
lower revenue growth was due to year-on-year lower non-tax and EU revenues, also with a lower tax revenue
growth. The lower surplus was also affected by increased expenditure, in particular expenditure related to the
agreed wage increases and further employment growth in the public sector, as well as measures in the field of
social transfers.

Credit activity in the Slovenian banking system was supported in 2019 primarily by the growth of deposits by
domestic non-banking sectors. Year-on-year growth in loans to domestic non-banking sectors increased last year
owing to a slightly stronger growth in corporate and NFI loans, but remained moderate. Household loans
continued to contribute the most to overall growth.

The Slovene insurance market in 2019
22 (re)insurance, pension and other companies having their registered seat operated in the Slovenian insurance

market. Of the insurance companies, eight are composite, five life and five non-life insurance companies.

According to data collected by the Slovenian Insurance Association, gross written premium showed a growth in
demand for insurance products in 2019. A premium of EUR 2.5 billion was accumulated in total, which represents
an increase of 7.5% compared to 2018. Written premium from non-life insurance totalled EUR 1,763 million (70
%), while written premium from life insurance amounted to EUR 754 million (30 %). Growth was recorded in all
insurance segments. Other insurance grew by 4.3%, health insurance by 11.7%, and life insurance by 5.5%.

The growth of the insurance business was driven by growth in the economic environment, better labour market
conditions, wage growth and social transfers, which were reflected in a larger volume of purchases and savings in
various forms of insurance.

Within non-life insurance, the highest growth was recorded by general liability insurance, assistance insurance,
insurance, suretyship insurance and motor vehicle insurance. The growth in health insurance was also partly
driven by the rise in the prices of complementary health insurance, which was introduced by all providers on the
market. In the area of life and pension insurance, pension and (traditional) life insurance grew the most.

The Slovene insurance market was again last year marked by a high concentration rate. The five largest

insurance companies held a 76% share of the insurance market. Adriatic Slovenica ranked fourth among the
insurance companies on the market by holding a 12.5% market share.
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The structure of the Slovene insurance market in 2019:

Other insurance companies 10%

NLB Vita 3%

Modra 6%

Triglav zdravstvena 7%

Triglav 26%

Generali 4%

Vzajemna 13% Sava 17%

Adriatic Slovenica 12%

The Croatian macroeconomic environment in 2019
The Croatian economy recorded a steady economic growth in 2019, which is projected to be 2.9%, or 0.2

percentage points more than last year. In the last quarter of 2019, roughly the same dynamics of growth in both
private and government consumption was recorded; the growth of services exports grew significantly, while
investments and commodity exports slowed. Considering the different proportions of various categories, the
growth of personal consumption had the biggest impact on GDP growth, while exports of services and goods and
government consumption had a smaller impact. The growth of personal consumption was driven by positive
trends in the labour market, the movement of net wages and the credit activity of commercial banks. The
dynamics of investment growth can be linked to the use of EU funds, while the export of services was influenced
by the effects of the good tourist season. Commodity exports grew mainly due to increased exports of
pharmaceuticals and motor vehicles and their parts.

Given the rise in aggregate demand and a noticeable slowdown in the growth of imports of goods and services,
domestic production increased, with the largest increase in gross value added being recorded in the wholesale
and retail trade, transport, catering and construction sectors. For the second consecutive year, the manufacturing
industry recorded an actual decline in gross value added of 1.6%.

The consumer price index is estimated to be 0.8% in 2019, mainly due to significantly lower energy prices, lower
prices of unprocessed food (the impact of reduced VAT on fresh food) and industrial products excluding food and
energy. Prices of services increased compared to the previous year, as did the prices of processed foods, which
had the greatest impact on inflation.

The Croatian insurance market in 2019
The Croatian insurance market achieved a growth of 7.0%. In total, insurance companies collected premiums of

EUR 1,422 million, which is EUR 93 million more than in the previous year. Growth was mainly driven by non-life
insurance, representing 70.9% or EUR 1,009 million of written premiums, which shows an increase of its extent
by 11.3%. Life insurance segment totalled premiums of EUR 414 million, with emphasis on traditional life
insurance products.
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The non-life insurance structure did not change over the last period. In 2019, motor vehicle insurance again
prevailed with 21.8%, comprehensive motor vehicle insurance premium accounted for 11.9% of total written
premium, while the rest of the premium was evenly divided between other insurance subclasses.

There were 20 insurance companies in the market. The market can be described as concentrated as 5 major
insurance companies (Croatia osiguranje, Allianz, Euroherc, Vienna Insurance Group, Generali) held a market
share of 65% at the end of the year.

7.2 CAPITAL MARKETS AND THE INDUSTRY OF MUTUAL FUNDS DOV

At the 2019 year-end, the Slovene market featured five Slovene management companies, which had - according
to the data of the Securities Market Agency - assets amounting to EUR 3.020 billion from 455,787 investors.
Compared to 2018 year-end, the assets managed within mutual funds grew by EUR 551 million or 22.2% at the
2019 year-end, i.e. by EUR 187 million.

With regard to the value of net assets managed within mutual funds, at the 2019 end-year most assets were
managed by NLB Skladi, i.e. EUR 1.023 billion, which represents a market share of 34%. It is followed by Triglav
Skladi with EUR 1.019 billion and a market share of 33.9% and Generali Investments ranking third with EUR
539.2 million from 51,096 investors and a market share of 17.9%.

Compared to the end of 2018, at the year-end 2019 the assets managed within the Generali Krovni sklad
(Umbrella Fund) were up by 12.8% or EUR 61.1 million. The increase in assets is a consequence of a growth in
capital markets of 15.2% or EUR 72.5 million, however this was partly decreased by a negative net flow of -2.4%
or a net outflow of EUR 11.4 million. In 2019, payments into the Generali Umbrella Fund totalled EUR 42.12
million while pay-outs amounted to EUR 53.55 million.

Market shares of individual management companies as at 31 December 2019, measured by value of net
assets managed by mutual funds:

Triglav Skladi 34%

Primorski Skladi 2%

Sava Infond 13%

NLB Skladi 34%

Generali Investments 18%

Capital markets in 2019

Global stock markets grew well over 20% in 2019, as measured by the MSCI Index. After a correction made in

the last quarter of 2018, the year began with a recovery and by the summer the markets had made up for lost
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ground. Growth continued in the second half of the year, when the world's major stock indices reached their
historical peaks. Developed markets went up more than markets of developing countries. Expectations for
economic growth declined during the year and macroeconomic indicators showed a worse picture than in
previous years. As a countermeasure, the central banks showed that they had not yet exhausted their options
and resumed a softer monetary policy. The required yields to maturity on debt securities decreased, and in some
cases to record low interest rates. In the last part of the year there was progress in negotiating a US-China trade
agreement. Uncertainty about Britain's exit from the European Union also became less risky.

Developed markets
US stock prices gained more than 30%, as measured by the MSCI Index expressed in Euro. According to the

latest figures, the US economy was growing at a slower pace in 2019 than in the previous year. The
unemployment rate dropped to a low 3.5% during the year. This was the lowest unemployment rate since 1969,
i.e. the lowest in the last half century. According to the University of Michigan, consumer confidence was at high
levels, as it had been in the year before. On the other hand, the outlook for US companies worsened. The
uncertainty surrounding the trade wars and import tariffs announced by the US and China reduced the outlook
mostly in the manufacturing industry. The time had come when the US Central Bank was forced to act. The US
Federal Reserve (FED), which had raised its key interest rate four times in the previous year, lowered it three
times last year, each time by 25 basis points. At the end of the year the interest rate amounted to 1.75%. No
changes in central bank interest rates are expected in 2020. At the close of last year, market expectations
indicated two interest rate hikes. Thus the FED brought a surprise to the market and its consequences spread to
the financial markets. The required yield to maturity on the 10-year US government bond, which ranged above 3
percent for most of last year, was falling and fell below 1.5% at the end of the summer. The US stock indices S&P
500 and Dow Jones climbed to their historic peaks. A partial agreement on tariffs between the US and China was
reached in December, further boosting the market. In the future, China is expected to increase its imports of US
goods, thereby reducing its trade surplus with the US. Similar to the US, economic growth cooled on the old
continent. In the largest European economy, Germany, the annual growth was less than 1%. The export-oriented
German economy felt the trade war in the form of a decline in demand for German goods. Unlike in the US,
consumer confidence in the euro area was low. The consumer was the major force of European recovery in the
previous years. Inflation also declined, hovering around 1% at an annual level towards the end of the year. At its
September meeting, the ECB lowered its deposit rate charged to the banks for deposits to a negative 0.5%. This
was a decrease of 10 basis points. They also reintroduced bond buyback on the secondary market. They will
continue making purchases of 20 billion a month as long as needed. The additional liquidity in the market was
reflected in lower required yields on government and corporate bonds. The yield to maturity on the 10-year
German government bond dropped further into negative territory in 2019, reaching a historical low of negative
0.7%. In British election, PM Johnson and his Conservative party succeeded in getting the largest majority after
1987, when Thatcher succeeded in doing this. This has cleared the way for Britain's separation from the EU, as
Johnson now has the necessary support to carry out his plan. The value of the British pound jumped significantly
in the last quarter.

Emerging markets
Stock markets in the main economies of developing countries went up (just like the markets in the developed

world). However, they did not manage to rise above the highest rates achieved in 2018. The MSCI BRIK stock
index rose by more than 20%, measured in euros. The highest growth was recorded by Russian shares, which
soared by more than 40%. The lowest growth in BRIC countries was recorded by investments in India, where
exchange rate growth was only slightly above 8% as measured by the MSCI index. The uncertainty over the trade
wars and the cooling of global economic growth had a crucial role. Most of the currencies of developing countries
lost value against the US dollar in 2019, which is also the reason for lower returns on investment in these
countries. According to recent data, economic growth in China was 6%. Although this is still a higher rate of
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economic growth than in the developed world, it was the lowest economic expansion since 1992, when Deng
Xiaoping introduced its economic reforms. The Chinese Central Bank responded by reducing the required
reserves that the banking sector is obliged to hold, which released additional liquidity into the economy. India, the
fastest growing large developing economy only last year, suffered a decline in economic growth, which was 4.5%,
according to the latest data. Unemployment also increased during the year. The Brazilian economy, just like the
year before, showed a very low economic growth. The far-right government of President Bolsonar failed to
implement the pension reform. The government was also under international pressure due to poor control over
the safeguard of the Amazon tropical forest, where the number of deliberately set fires increased dramatically.
Among the BRIC countries, the highest growth was recorded by investments in Russia. Russia, whose main
exports are crude oil and its derivatives, profited from the rise in prices of this most important energy source. A
barrel of crude oil went up by about $ 10 a year.

Slovenia and the Balkans
The prices of the most important companies increased on the Slovenian stock market. The Slovenian Stock

Exchange Index SBITOP thus reached its highest value since 2010, gaining about 15% in 2019. The cooling of
the global economic growth was also reflected in Slovenia. The economy thus grew at a slower pace than in the
previous year. Consumer confidence and company outlooks declined, especially in the second part of the year.
The largest market in the region, Romania, recorded the highest growth of more than 30%. The rates were close
to the historical peaks achieved in 2007. In the neighbouring Bulgaria, the SOFIX Index continued its downward
trend from the previous year, ending the year about 4% lower. Croatia's CROBEX climbed to its highest level in
the last 2 years.

7.3  ANALYSIS OF OPERATIONS OF AS
7.3.1  Gross written premiums from insurance, co-insurance and reinsurance contracts
In the reporting period, the written premium totalled EUR 309.7 million, which represents an increase of 3.1%
compared to the previous year, whereby the non-life insurance premium increased by 4 percentage points and
the health insurance premium by 4.9 percentage points. Premium from the non-life insurance segment accounted
for the bulk of total written premium, followed by premium from the health and life insurance.

The structure of written premium by insurance class in 2019:

Health insurance 34%

Life insurance 19% Non-life insurance 47%
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Gross written premiums from insurance, co-insurance and reinsurance contracts by insurance class:

Index  Structure

in EUR thousand 1-12 2019 1-12 2018 201912018 2019

Accidentinsurance 16.936 17.658 95,9 55
Land motor vehicle insurance 38.732 36.232 106,9 12,5
Fire and natural disaster insurance 18.136 17.471 103,8 59
Other damage to property insurance 14.030 13.102 107,1 45
Motor third party liability insurance 40.137 39.455 101,7 13,0
General liability insurance 10.319 9.214 112,0 3,3
Other insurance 9.157 8.637 106,0 3,0
Total non-life (other) insurance 147.448 141.768 104,0 47,6
Mixed and term life insurance 23.339 22.403 104,2 7,5
Unitlinked life insurance 34.359 36.582 93,9 11,1
Pension insurance 0 0 0,0 0,0
Total life and pension insurance 57.698 58.984 97,8 18,6
Health insurance 104.568 99.694 104,9 33,8
TOTAL 309.713 300.446 103,1 100,0

The structure of written premium in non-life (other) insurance in 2019:

General liability insurance 7%

Other insurance 6%

Other damage

Motor third party
to property insurance 10%

liability insurance 27%

Accident insurance 11%

Fire and natural
disaster insurance 12%

Land motor
vehicle insurance 26%

The written premium amounted to EUR 147.4 million and went up in motor vehicle and other non-life insurance
classes, while the premium in accident insurance went down compared to last year..

In motor-vehicle insurance (motor third party liability insurance and land motor vehicle insurance), despite a more
stringent policy of granting extraordinary discounts and clearing of the unprofitable portfolio, we managed to
achieve a 4.2% growth. The growth of the motor-vehicle insurance premium was significantly influenced by the
growth of the premium in the Croatian market, as the Zagreb Branch concluded more than 23,000 motor vehicle
policies in 2019.

In 2019, there was also an increase in fire and natural disaster insurance (3.8% growth), which is related to the
acquisition of new policyholders, an increase in the premium of existing insurance, as well as a growth of the
DOM AS product. The growth of the DOM AS product also contributed significantly to the growth of other damage
to property insurance (7.1% growth), reflecting the successful sale of above-standard packages with additional
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cover (legal protection and housing assistance) and an excellent trend in increasing insurance contract renewal.
Other damage to property insurance also showed high growth in machinery breakdown, construction and
multirisk insurance.

The highest 12% growth in premiums was recorded last year in general liability insurance. Both new insurance
contracts and premiums for existing insurance were on the rise.

In the group of other insurance, assistance insurance was the most important in scope and growth. Motor-vehicle
and medical travel insurance recorded an 11% growth.

Last year, however, the Company failed to maintain the volume of accident insurance premiums. The premium
fell by 4.1 percentage points; the decline was recorded on the occupational accident insurance sub-category.

The structure of written premium in life insurance in 2019:

Mixed and term
life insurance 40%

Unit-linked
life insurance 60%

The life insurance premium decreased by 2.2% in 2019 compared to 2018. The unit-linked life insurance,
especially single premium unit-linked insurance, decreased by 6.1 percentage points. However, the protection
(risk) life insurance and additional benefit insurance covers increased. The Company no longer sales mixed life
insurance schemes. Consequently, a 4.2% growth was recorded in traditional life insurance.
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The structure of written premium in health insurance in 2019:

Supplementary health insurance 4%

Complementary
health insurance 96%

Compared to 2018, health insurance premium was higher by 4.9 percentage points% and amounted EUR 104.6
million. Complementary health insurance premium totalled EUR 100.3 million, which is a rise by 4.6 percentage
points. Furthermore, in 2019, the Company, just like the other two providers, carried out two price increases of
the complementary health insurance premium due to the rising cost of health care services. In addition, the
increase in premiums was influenced by the increased number of new contracts and the resumption of the
number of complementary health insurance policyholders.

The growth of supplementary health insurance has continued from year to year. Last year, an increase of more
than 11% was achieved, with premiums (including the SHI) totalling EUR 4.3 million. Within this group of health
insurance, the bestselling product is Specialists with assistance. In the past year, the Company renewed the
product, which was reflected in the growth of new sales and improvement of the profitability of the product.
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The number of policyholders and insurance contracts by insurance class in 2019:

Accident insurance 3.556.140 451.124 451124
Health insurance 328.402 326.358 326.358
Land motor vehicle insurance 152.843 152.843 152.843
Aircraftinsurance 9 9 9
Marine loss insurance 1.418 1.418 1.418
Transportation (goods in transif) insurance 2.591 2.591 2.591
Fire and natural disaster insurance 86.046 86.046 86.046
Other damage to property insurance 118.921 118.921 118.921
Motor vehicle liability insurance (MTPL) 299.214 299.214 299.214
Aircraftliability insurance 18 18 18
Ship/boat liability insurance 5.105 5.105 5.105
General liability insurance 14.296 14.296 14.296
Suretyship insurance 447 447 447
Miscelaneous financial loss insurance 4.098 4.098 4.098
Legal expenses insurance 6.946 6.946 6.946
Insurance of assistance 184.476 184.476 184.476
Life insurance 75.083 74.472 74.472
Unit-linked life insurance 72.028 69.878 69.878
Pension funds asset management in accordance with ZPIZ 2/ saving 9.69%4 9.869 9.869
Pension Anuities 93 93 93

Note: As of 1 January 2009, the number of insurance policies sold is aligned with the statistical insurance standard. The relevant indicator
is the number of signed insurance contracts at the level of line of business as reported in the past using the ST forms. A long-term policy is
taken into account for each year of its duration.

7.3.2  Gross claims paid

Gross claims paid went down by 0.7 percentage point in 2019 and totalled EUR 219.5 million throughout the year.
The largest share is due to the claims in the non-life and health insurance segments.

Gross claims paid of Adriatic Slovenica by insurance class:

Accidentinsurance 8.115 7.996 101,5 3,7
Land motor vehicle insurance 25.881 27.000 95,9 11,8
Fire and natural disaster insurance 10.148 8.329 121,8 46
Other damage to property insurance 7.591 7.940 95,6 3,5
Motor third party liability insurance 27.001 27.464 98,3 12,3
General liability insurance 3.214 2.985 107,7 15
Other insurance 5.364 5.630 95,3 2,4
Total non-life (other) insurance 87.314 87.344 100,0 39,8
Mixed and term life insurance 12.577 13.546 92,8 5,7
Unit-linked life insurance 31.130 32.818 94,9 14,2
Pension insurance 429 634 67,6 0,2
Total life and pension insurance 44135 46.998 93,9 20,1
Health insurance 88.089 86.642 101,7 40,1
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Non-life (other) insurance

Gross claims paid in the non-life insurance segment remained at the same level as last year and totalled EUR
87.3 million. A bigger gross claims paid rise was recorded by fire and natural disaster insurance, mainly due to a
one large fire claim, some summer storms and floods in November. there was a significant rise in claims in the
area of general liability insurance (by 7.7 percentage points) with a parallel substantial increase in premium (12
percentage points). A considerable drop of claims paid and settled was recorded in the last year in motor vehicle
insurance and other damage to property insurance and other non-life insurance classes.

Life and pension insurance

Claims paid in 2019 totalled EUR 44.1 million, which represents a decline of 6.1% compared to last year. The
number and volume of maturities went down in 2019, both in investment and in traditional classes of insurance. A
lower surrender rate, in particular in traditional classes of life insurance, continued.

Health insurance

In 2019, claims paid from health insurance, excluding the equalisation scheme expenses, were higher than in the
previous year, totaling EUR 88.1 million. As a result of rising prices for health services, total claims for
complementary health insurance increased (2.1%). On the other hand, claims for supplementary health insurance
decreased by 13.6 percentage points. With regard to these insurance classes, the Company manages the loss
events together with the Zdravje AS Centre, with which it has established reference prices and standards of
procedures for other contractors. The Company has continued to limit the growth of claims paid also by taking
measures to prevent and manage frauds and scams.

43



Adriatic Slovenica d. d.
Skupina &= GENERALI

and the Adriatic Slovenica Grou

7.3.3  Analysis of operations of Adriatic Slovenica - Financial result and position

Financial result
The Company Adriatic Slovenica ended 2019 with a net profit of EUR 6.9 million and net return on equity of 7.1%

Income statement:

Net premium revenue 137.811 55497 104321  297.630  132.221 56.835 100.141 289.197 102,9
Gross writen premium 147.448 57.698 104.568 309.713 141.768 58.984 99.694 300446  103,1
Ceded writen premium 8432 -2.178 0 -10.609 -8.124 -2.131 0 -10255 1035
Change in unearned premium -1.205 -23 -241 -1.474 -1423 -19 448 -994 1483

Commissions receivable 91 933 0 842 1.084 77 0 1862 452

Other revenue 3129 3.076 223 6.427 4616 438 402 5456 1178
Other operafing revenue 2.021 196 218 2435 2932 232 401 3.566 68,3
Rental revenue from investment property 1.106 79 0 1.185 1.680 17 1 1852 64,0
Other financial revenue 1 2.801 6 2.807 3 34 0 37 75371
Other fee and commision income 0 0 0 0 0 0 0 0 -

Investment revenue 3488 49.817 285 53.590 4964 7.896 454 13315 4025
Revenue from shares in associates 191 1.402 14 1.607 156 1403 2 1581 1016
Investment revenue 3.29 48415 271 51.983 4.808 6.493 433 11734 4430

Net claims incurred -86.118 -44.168 91.736  -222.022 -82.363 -46.385 -88.857 -217.605 102,0
Gross claims paid -86.016 -44.135 -90.302 -220.453 -84.880 -46.998  -88.519  -220.397  100,0
Reinsurers' and co-insurers' share 4.446 346 0 4793 4412 682 0 5.004 941
Changes in claims provisions -4.548 -379 -1.434 -6.362 -1.896 -68 -339 -2.302 2763

Change in insurance technical provisions for unit-linkec 0 -38.720 0 -38.720 0 29.073 0 29.073 -133,2

Change in other insurance technical provisions and liab -306 -3.921 0 -4.228 -70 -2.716 5 2791 1515
Change in other insurance technical provisions 6 -3.921 0 -3.916 -16 -2.716 -5 2736 1431
Change in liabiliies from investment confracts 0 0 0 0 0 0 0 0 -
Expenses for bonuses and discounts -312 0 0 -312 -54 0 0 -54 5733

Operating expenses 45502  -16.285 -10.767  -72.554 -41.625 -17.016  -10.009 -68.650 105,7
Costs of services -26.410 -9.552 -5.488 -41.449 -24.145 -9.764 <4736 -38.645  107,3

of which: Acquisition costs -18.801 -5.408 -1.895 -26.104 -16.883 -5.388 -1.379 23650 1104
Labour costs -16.067 -5.819 -4.692 -26.578 -14.834 -6.389 -4.687 25911 1026
Costs of material and energy -585 -170 -120 -874 -516 -183 -119 -819 1068
Depreciaton and amortsaton 2441 744 -468 -3.653 -2.130 -679 -467 =325 1115

Other expenses from insurance operations -1.919 -280 -250 -2.448 -1.926 -418 259 -2604 940

Other expenses -1.992 -1.128 -336 -3.456 -4.686 -2.562 221 7469 463
Revaluation operating expenses -338 -269 -135 142 -137 -230 2 =370 200,7
Investment property expenses -719 -24 0 -743 -1.688 -7 2 -1.761 42,2
Other operating expenses -673 -150 -200 -1.023 -2.577 -154 -216 -2.948 347
Other financial expenses -263 -685 -1 -948 -284 -2.107 -1 -2.391 39,7

Investments expenses -1.455 -1.599 0 -3.054 2178 -23.285 0 -25463 12,0
Expenses for shares in associates 0 0 0 0 0 0 0 0 -
Investments expenses -1.455 -1.599 0 -3.054 2178 -23.285 0 -25.463 12,0

Financial expenses for interest -1.888 2181 0 -4.069 -1.855 2178 0  -4033 1009

Income tax -440 59 -352 -733 -829 145 -269 952 770
Deferred fax -2371 -63 26 274 -480 34 -34 -480 57,2

Net premium revenue

In the reported period, total gross written premium amounted to EUR 309.7 million or 3.1% more than in the
comparable period a year before. In non-life insurance, growth was observed for all insurance classes, with the
exception of liability for ship insurance, transportation (goods in transit) insurance and accident insurance.

In life insurance, the commercially attractive insurance classes were the protection (risk) insurance, additional
benefit insurance and unit linked insurance with regular premium payments. In the health insurance group,
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complementary health insurance and supplementary health insurance grew on the basis of an increase in the
portfolio.

The Company collected EUR 297.6 million in net premium in 2019, which is 2.9% more than in the previous year.
The ceded reinsurance premium was 3.5% higher and amounted to EUR 10.6 million, while the change in the
unearned premiums in 2019 had a negative effect equal to EUR 1.5 million on the total net operating revenue.
The predominant segment in the net premium revenue structure was non-life insurance accounting for a 46.3%
share. In 2019, it reached EUR 137.8 million, which is 4.2% more than in 2018. Non-life insurance is followed by
the health insurance segment with a rise to EUR 104.3 million of net revenue or by 4.2% and life insurance
revenue with EUR 55.5 million and a 18.6% share in the revenue structure.

The structure of net premium revenue by business segment in 2019 and 2018 (in EUR million):

mHealth care
m Non-life

m Life

2018 2019

Net claims incurred

In 2019, net claims incurred, taking into consideration the changes in claims provisions, reached EUR 222.0
million, which represents a 2.0% rise compared to the previous year. The net claims incurred are higher by EUR
4.4 million, which is attributable to the formation of additional claims provisions for both reported (RBNS) and non-
reported damages (IBNR). Claims provisions increased by EUR 6.4 million in 2019, while their recognised
provisioning (increase) amounted to EUR 2.3 million in 2018.

The growth in net claims incurred in non-life insurance stems from a one large fire claim, summer storms and
autumn floods. The loss ratio is more favourable, in particular in the case of land motor vehicle insurance, general
liability insurance, assistance insurance and ship insurance.

In the life insurance segment, the year was marked by the consequences of a lower volume of maturities. The
higher net claims incurred in the area of health insurance in 2019, compared to 2018, are mainly the result of the
medical inflation, i.e. higher prices for healthcare services.

The ratio between net claims incurred and net premium revenue improved last year by 0.9% or 0.6 percentage
points, down from 75.2% to 74.6%.

In the structure of net claims incurred, health insurance is the prevailing segment with a 41.3% share, which
increased by 3.2% in 2019 compared to 2018 and totalled EUR 91.7 million.
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In the second place, net claims incurred in the non-life segment faced an upturn of 4.6% and amounted to EUR
86.1 million. Net claims incurred in life insurance stood at EUR 44.2 million with a 19.9% share of total net claims
incurred.

The structure of net claims incurred by business segments in the 2019 and 2018 period (in EUR million):

m Health care
mNon-life

46.4 : mLife

2018 2019

Operating expenses

Operating expenses (excluding claim settlement costs, which are recorded under gross claims incurred)
amounted to EUR 72.6 million and increased by 5.7% i.e. by EUR 3.9 million in 2019. The increase resulted from
the 7.3% change in service costs, which include a significant share of acquisition costs (EUR 26.1 million, which
is higher by EUR 2.5 million). Labour costs rose by 2.6 %. Material costs and depreciation/amortization costs
remained at the level of last year's comparable period.

The structure of operating expenses in 2019 and 2018 (in %):

Material costs 1%

Material costs 1%

2019
2018

Labour costs 37%

Acquisition costs 36%

Labour costs 38%

Acquisition costs 34%

Depreciation/amortisation costs 5% Other costs of services 21%

Depreciation/amortisation costs 5% Other costs of services 22%
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Changes in other insurance technical provisions (excluding claims provisions)

In 2019, the volume of mathematical/insurance technical provisions for unit-linked insurance increased by EUR
38.7 million due to the growth in the unit value of policyholders’ assets (on the revenue side under this heading,
the revenue of unit-linked life insurance assets increased leading to a neutral impact on the net profit in life
insurance).

Other insurance technical provisions were provisioned in the amount of EUR 4.2 million, mainly in the life
insurance segment (EUR 3.7 million), in line with the development of the classic life insurance portfolio.

Investment revenue and expenses

The Company achieved a net financial result from investing activities in the amount of EUR 50.5 million, which is
more than in 2018 by EUR 62.7 million.

This was contributed by both investment revenue which increased by EUR 40.3 million and investment expenses
which decreased by EUR 22.4 million. Financial revenue and expenses also include net financial
revenue/expenses from unit-linked insurance. Due to high growth in stock markets in 2019, the net profit from
such investments amounted to EUR 42.8 million, in contrast to 2019, when a loss of EUR -20.5 million was
recorded.

Excluding the impact of revenue/expenses from unit-linked investments of policyholders, which, together with the
change in mathematical provisions, are neutral for financial statements, the net investment revenue in life
insurance was higher by only 0.2 million than in 2018. Net investment revenue from investment in the life
insurance segment (excluding the effect of unit-linked insurance) amounted to EUR 5.4 million last year.

Net revenue from non-life insurance, totalling EUR 2.0 million in 2019, was lower than in 2018 by EUR 0.7 million.
Net revenue from investment in the health insurance segment was EUR 0.3 million and went down by EUR 0.2
million relative to the comparable period.

Other (insurance) revenue and (insurance) expenses and financial expenses for interest

In 2019, the net result of other revenue and expenses (including other insurance revenue and expenses) totalled
EUR 1.4 million and was EUR 4.1 million higher than in the previous comparable period. This favourable result
was mainly due to lower investment property expenses, lower other operating and financial expenses. The
financial expenses of the issued bonds were at the level of last year's values.

Net profit or loss

Detailed financial statements show that the Company operated positively in all insurance segments. The net
operating result in the amount of EUR 6.9 million consists of positive results in life insurance (EUR 1.0 million),
non-life insurance (EUR 4.5 million), and health insurance amounting to EUR 1.4 million. The decrease in the net
operating result in 2019 compared to the previous periods was influenced primarily by the lower underwriting
result of non-life insurance due to a worsened combined ratio.

Financial result ratios for the 2019 and 2018:

Net expense rafo 33,1% 10,3% 30,7% 10,0%
Netloss result 62,5% 87,9% 62,3% 88,7%
Expense ratio 34,0% 10,7% 32,0% 10,1%
Combined ratio 96,5% 98,6% 94,3% 98,8%

47



Profit/lloss before taxation by segments for 2019 and 2018*:

2019
Nondife  Life  heatn
care
Operating profit or loss from underwriting activities 4.886 1.509 1.450
Operating profit or loss from investing actvities 270 -467 290
Profit before tax 5.156 1.042 1.740

2018
Total  Non-life Life H:::;h Total
7845 7539 1204 1193  10.026
93 643 -834 453 262
7938 8482 460 1646 10288

* The underwriting result of life insurance includes the transfer of return on unit-linked insurance and guaranteed return. The profit or loss
from investing activities combines a presentation of all financial revenues and expenses: investment revenue and expenses, investment
property revenue and expenses, financial revenue and expenses from interest, other financial revenue/expenses.

The structure of profit before tax for 2019 and 2018:

2018 2019
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Revenue and expenses for the year by insurance class of the parent company:

Accidentinsurance 17.400 (14.694)
Health insurance 104.455 (102.360)
Land motor vehicle insurance 39.063 (38.776)
Aircraftinsurance 9 (16)
Marine insurance 511 (366)
Cargo insurance 1.355 (1.745)
Fire and natural disaster insurance 23.962 (25.233)
Other damage to property insurance 13.764 (14.746)
Motor third party liability insurance 42.980 (39.606)
Aircraft liability insurance 12 (10)
Marine liability insurance 506 (302)
General liability insurance 10.614 (7.862)
Creditinsurance 158 (158)
Suretyship insurance 170 (186)
Miscellaneous financial loss insurance 861 (1.071)
Legal expenses insurance 106 (64)
Assistance insurance 5.215 (5.538)
Life insurance 35.551 (32.508)
Unit-linked life insurance 76.670 (78.877)
Capital redemption insurance 930 (1.586)

Financial position

As at 31 December 2019, total assets of the Company stood at EUR 807 million, representing a 10.6% increase
compared to the previous year. The increase resulted from a growth in value of unit-linked insurance assets and
financial investments. The bulk of assets at 2019 year-end was accounted for by life insurance assets (64.9%),
33.8% by non-life insurance assets and the rest was intended for the implementation of health insurance
activities.

The structure of assets:

Intangible assets 6.169 0,8% 6.503 0,9% 94,9
Property, plantand equipment 28.371 3,5% 28.132 3,9% 100,9
Deferred tax assets 2423 0,3% 3.49 0,5% 69,3
Investment property 11.692 1,4% 26.065 3,6% 449
Financial assets and financial investments in subsidiaries and associated companies 46.168 57% 46.826 6,4% 98,6
Financial investments 312.720 38,7% 274133 37,6% 1141
- loans and deposits 9.091 1,1% 43.134 5,9% 21,1
- held to maturity 11.809 1,5% 29.629 41% 39,9
- available for sale 286.323 35,5% 191.976 26,3% 1491
- recognised at fair value through profitand loss 5.497 0,7% 9.39%4 1,3% 58,5
Unit-linked insurance assets 311.499 38,6% 274128 37,6% 113,6
Reinsurers’ and co-insurers’ share of insurance technical provisions 17.048 2,1% 14.904 2,0% 1144
Assets from financial contracts 18.686 2,3% 11.913 1,6% 156,9
Receivables 26.909 3,3% 19.590 2,7% 1374
- receivables from direct insurance operations 23.002 2,8% 15.583 2,1% 1476
- receivables from reinsurance and co-insurance operations 1.647 0,2% 1.170 0,2% 140,8
- currenttax receivables 140 0,0% 0 0,0% -
- other receivables 2120 0,3% 2.838 0,4% 747
Other assets 5.772 0,7% 5.305 0,7% 108,8
Cash and cash equivalents 19.720 2,4% 18.933 2,6% 104,2

Investments accounted for EUR 720 million or 89.3% of total assets (31 December 2018: EUR 652 million).
Compared to the previous year, the volume of investments increased by 10.5%.
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As at the 2019 year-end, EUR 311 million was accounted for by unit-linked insurance assets, EUR 312.7 million
by other financial investments, EUR 46.2 million by financial investments insubsidiaries and associated
companies, EUR 11.7 million by investment property, EUR 18.7 million by assets from financial contracts
(pension insurance) and EUR 19.7 million by cash and cash equivalents.

Due to increase of unit value of unit-linked insurance assets, the unit-linked insurance assets increased by 13.6
% compared to the previous year. The volume of financial investments increased by 14.1 % (by EUR 38.6
million), while the volume of investment property decreased by EUR 14.4 million. The volume of assets from
financial contracts increased by EUR 6.8 million.

Most of the Company investments (excluding unit-linked insurance assets) are investments in debt securities
(65.6 %) and equity securities (25.2 %), which in most cases are related to the government (65.2 %) and the
financial sectors (21.5 %).

The structure of financial assets by type as at 31 December 2019 (excluding unit-linked insurance
assets):

Debt securities 66% Country 65%

Finance 21%

Equity securities 25%

Industry 5%
Telecommunications 4%
Energy 1%
Care 1%
Other 3%

Loans 1%

Deposits, certificates of deposit 5%
Real property 3%

As at 31 December 2019, receivables amounted to EUR 26.9 million, accounting for 3.3% of total assets, and,
compared to the previous reporting period, minimally raised their share. Receivables from direct insurance
operations showed the greatest increase of EUR 7.4 million.

As at 31 December 2019, the value of property, plant and equipment and long-term intangible assets totalled
EUR 34.5 million. The former accounted for 3.5% and long-term intangible assets for 0.8% of total assets. The
amount of insurance-technical provisions ceded to reinsurance/coinsurance increased by EUR 14.9 million to
EUR 17 million.
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The structure of liabilities:
in EUR thousand 2019 in % 2018 in % Index 19/118
LIABILITIES 807.176 100,0% 729.927 100,0% 110,6
CAPITAL 98.757 12,2% 95.176 13,0% 103,8
Capital and reserves attributable to majority shareholders of the Company 98.757 12,2% 95.176 13,0% 103,8
Called-up capital 43.000 5,3% 43.000 5,9% 100,0
Share premium 4.212 0,5% 4.212 0,6% 100,0
Reserves from profit 9.224 1,1% 9.224 1,3% 100,0
Fair value revaluation reserve 5.348 0,7% 229 0,0% 2334,2
Net profit brought forward 30.043 37% 29.656 4,1% 101,3
Net profit or loss for the period 6.931 0,9% 8.856 1,2% 78,3
Subordinated issued bonds 49.677 6,2% 49.582 6,8% 100,2
Insurance technical provisions 297.221 36,8% 276.383 37,9% 107,5
Unearned premium 51.461 6,4% 50.006 6,9% 102,9
Insurance technical provisions for life insurance 114.757 14,2% 110.294 15,1% 104,0
Claims provisions 124.095 15,4% 115,570 15,8% 1074
Other insurance technical provisions 6.907 0,9% 514 0,1% 1344,0
Insurance technical provisions for unit-linked life insurance 310.690 38,5% 271.970 37,3% 114,2
Other provisions 5.617 0,7% 4.805 0,7% 116,9
Deferred tax liabilities 402 0,0% 0 0,0% -
Investment contract liabilities 18.686 2,3% 11.913 1,6% 156,9
Financial liabilities 1.257 0,2% 483 0,1% 260,2
Operating liabilities 11.090 1,4% 7.103 1,0% 156,1
Other liabilities 13.778 1,7% 12.511 1,7% 110,1

As at the end of the 2019 reporting period, total equity amounted to EUR 98.8 million, or 3.8% more than the
previous year. The proportion of equity in total assets went down by 0.8 percentage points and stood at 12.2% as
at 31 December 2019. The share capital, consisting of 10,304,407 ordinary registered no-par value shares,
remained unchanged in 2019 and totalled EUR 43 million at the year-end.

The structure of liabilities of the Company as at 31 December 31. 12. 2019:

Other liabilities
mInvestment contract

liabilities
mnsurance technical

proyisions for unit-linked
life insurance

m Insurance technical
provisions

m Subordinated liabilities
mEquity

2018 2019

On the liabilities side, the insurance-technical provisions totalled EUR 607.9 million as at 2019 year-end when
compared to the year before, increasing their volume in parallel to the maintenance of their total share in total
assets of 75.3%. Within the insurance-technical provisions, the insurance technical provisions for unit-linked
insurance increased by 14.2% to EUR 310.7 million, whereas other insurance technical provisions rose to EUR
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297.2 million showing an increase of EUR 20.8 million. Based on the issuance of the subordinate debt in the first
half of 2016, the financial liabilities of the Company stood at EUR 49.7 million.

As at 31 December 2019, operating liabilities stood at EUR 11.1 million (increase of EUR 4 million). At the same
time, liabilities from financial contracts were recognized in the amount of EUR 18.7 million (creation in 2016 in
connection to pension insurance premium). Based on accrued expenses, other liabilities increased by EUR 1.3
million to EUR 13.8 million.

7.4  ANALYSIS OF THE AS GROUP OPERATIONS

Consolidated financial statements of the AS Group comprise financial statements of the parent company Adriatic
Slovenica d.d. and the subsidiaries: Prospera d.0.0., VIZ d.0.0, Generali Investments d.o.0., Zdravje AS d.o.o.
and Agent d.o.0.. The majority of the value of economic categories of the Group includes the assets, liabilities,
revenue and expenses of the parent company Adriatic Slovenica.

Financial result

The Adriatic Slovenica Group operated well in 2019, ending the reporting year with a positive outcome. In 2019,
the net profit amounted to EUR 7.2 million and return on equity was 7.2%.

Income statement:

Net premium revenue 137.811 55497 104.321 0 0 132221  56.835 100.141 0 0] 289.197 8
Gross writien premium 147.448 57.698  104.568 0 0] 309.713 141.768 58.984 99.69%4 0 0] 300.446| 103,1
Ceded written premium -8.432 -2.178 0 0 0 10.609] -8.124 -2.131 0 0 0] -10.255] 1035
Change in unearned premium -1.205 -23 -247 0 0f -1.474] -1.423 -19 448 0 0f -994| 148,3

Commissions receivable -91 933 0 0 0 842 1.084 777 0 0 0 1.862| 45,2

Other revenue 3.746 3.076 580 10.604 -786( 17.220] 5411 438 781 10.872 -715| 16.786] 102,6
Other operating revenue 2.650 196 574 192 -199 3413 3.743 232 780 101 -193) 4.664 732
Rental revenue from investment property 1.095 79 0 0 -142 1.032 1.664 17 1 0 -146 1.691 61,0
Other financial revenue 1 2.801 6 0 0) 2.807 3 34 0 0 0 37| 7.5371
Other fee and commision income 0 0 0 10.412 -445 9.968| 0 0 0 10.771 -377 10.394] -

Investment revenue 4186  48.426 340 1 -347| 52.616) 5.799 6.495 449 9 -802| 11.951| 4403
Revenue from shares in associates 173 " 69 0 0f 253] 40 3 16 0 0f 58| 4347
Investmentrevenue 4.013 48.415 21 1 -3471  52.363 5.759 6.493 433 9 -802|  11.893| 4403

Net claims incurred -86.118  -44.168 -91.736 0 0]-222.022] -82.363 -46.385 -88.857 0 0] -217.605| 102,0
Gross claims paid -86.016  -44.135  -90.302 0 0| -220.453] -84.880  -46.998  -88.519 0 0 -220.397) 100,
Reinsurers' and co-insurers' share 4.446 346 0 0 0f 4.793 4.412 682 0 0 0f 5.094 94,1
Changes in claims provisions -4.548 -379 -1.434 0 0f -6.362] -1.896 -68 -339 0 0f -2.302| 2763

Change in insurance technical provisions for un 0 -38.720 0 0 0| -38.720 0 29.073 0 0 0| 29.073| -133,2

Change in other insurance technical provisions : =306 -3.921 0 0 0| -4.228 70 -2.716 5 0 0| -2791| 1515
Change in other insurance technical provisions 6 -3.921 0 0 0 -3.916 -16 -2.716 -5 0 0 -2.736) 1431
Change in liabiliies from investment contracts 0 0 0 0 0 0 0 0 0 0 0 0 -
Expenses for bonuses and discounts =312 0 0 0 0) -312 -54 0 0 0 0 -54 5733

Operating expenses -46.115 -16.285 -11.204 -8.662 1118 -81.147 -42183 -17.017 -10.498 -8.475 1.516| -76.656] 1059
Costs of services -25.935 -9.552 -5.706 -4.548 973|  -44.767, -23.757 -9.765 -5.026 -4.608 1516] -41.639| 1075

of which: Acquisition costs -16.579 -5.408 -1.895 0 0 -23.882 -15.606 -5.385 -1.379 0 2 -22.369 106,8
Labour costs -17.091 -5.819 -4.823 -3.596 0| -31.329 -15.731 -6.389 -4.812 -3.651 0| -30.582] 1024
Costs of material and energy -598 -170 -136 -136 0] -1.040 -528 -183 -148 -65 0 -924] 1126
Depreciation and amortisaton -2.491 -744 -539 -382 145 -4.011 -2.168 -679 -513 -152 0 -3.511 114,2

Other exp fromi perati -1.919 -280 -250 0 0] -2.448 -1.926 -418 -259 0 0] -2.604] 940

Other expenses -2.605 -1.128 -336 -43 0] -4.112 -5.669  -2.562 =221 -55 0] -8.508 483
Revaluation operating expenses -905 -269 -135 -6 0 -1.314 -1.034 -230 -2 -3 0 -1.269|  103,6
Investment property expenses -574 -24 0 0 0 -598 -1.571 <71 -2 0 0 -1.643 364
Other operating expenses -864 -150 -200 -31 0 -1.244 -2.781 -154 -216 -48 0 -3.199 389
Other financial expenses -263 -685 -1 -7 0f -955 -284 -2.107 -1 -4 0f -2.396| 398

Investments expenses -1463  -1.599 -108 0 0| -3.170 -2178 -23.288 -1 0 0| -25.537| 124
Expenses for shares in associates -8 0 -108 0 0f -116] 0 -3 -71 0 0f =75 155,7
Investments expenses -1.455 -1.599 0 0 0 -3.054 -2.178  -23.285 0 0 0] -25.463 12,0

Financial expenses for interest -1.889 -2181 -3 -33 15| -4.091 -1.855 -2.178 -1 -16 1] -4.048( 101,0

Income tax - - -894 145 -269 -450 0
Deferred tax - E E -452 34 -55 9 0

Minority interest 0 0 0 41 0
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Net premium revenue

In the reporting period, the gross written premium of the Group was 3.1% higher than the year before, amounting
to a total of EUR 309.7 million. In non-life insurance, growth was observed for all insurance classes, with the
exception of accident insurance. Accident insurance premium decreased by 4.1%, the decrease was recorded in
the sub-class of occupational accident insurance. The highest 12% growth in premiums was recorded last year in
the general liability insurance class. New insurance contracts were on the rise as well as premiums on existing
insurance.

In the life insurance segment, a decline in unit-linked insurance, especially single premium unit-linked insurance
was recorded. On the other hand, the protection (risk) insurance and additional benefit life insurance coverage
increased.

In the health insurance segment, complementary health insurance experienced an increase of 4.6%, while
supplementary health insurance classes saw an increase of 11.6%.

By taking into account the premiums ceded to reinsurers and changes in unearned premiums, the Company
collected EUR 297.6 million in net premium, which is 2.9% more than in the previous year. The ceded
reinsurance premium was 3.5% higher and amounted to EUR 10.6 million.

The predominant segment in the net premium revenue structure was non-life insurance. In 2019, it reached EUR
137.8 million, accounting for a 46.3% share, which is EUR 5.6 million (4.2%) more than in 2018. The life
insurance segments experienced a decrease of net premium revenue of 2.4%, while the health insurance
segment recorded an increase of 4.2%. The health insurance segment thus totalled EUR 104.3 million of net
revenue, or a 35.1% share of total net premium revenue, while the life insurance segment totalled EUR 55.5
million and an 18.6% share of total net premium revenue.

The structure of net premium revenue by business segment in 2018 and 2019 (in EUR million):

mHealth care
m Non-life

m Life

2018 2019
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Net claims incurred

In 2019, net claims incurred, taking into consideration the changes in claims provisions, reached EUR 222.0
million, which represents a 2% growth compared to the previous year. This was significantly connected to
additional establishment of claims provisions for reported (RBNS) and non-reported (IBNR) damage . These
claims provisions increased in 2019 by EUR 6.4 million, while in 2018 their establishment (increase) of EUR 2.3
million was recognized.

In non-life insurance, a more favourable net relevant loss ratio was achieved, mainly related to accident
insurance, land motor vehicle insurance, general liability insurance and marine insurance.

Life insurance was marked by the consequences of a lower volume of maturities. Compared to last year,
increased net claims incurred in 2019 were mainly due to increased prices of health services.

In the structure of net claims incurred, health insurance is the prevailing segment with a 41.3% share, which
increased due to the increased process of health services by 3.2% in 2019 compared to 2018 and totalled EUR
91.7 million. In the second place, net claims incurred in the non-life segment faced an upturn by 4.6% and
amounted to EUR 86.1 million. Net claims incurred in life insurance stood at EUR 44.2 million with a 19.9% share
of total net claims incurred.

The ratio between net claims incurred and net premium revenue improved by 0.9% or 0.6 percentage point, down
from 75.2% to 74.6%.

The structure of net claims incurred by business segments in 2018 and 2019 (in EUR million):

mHealth care
m Non-life

m Life

2018 2019

Operating expenses

Operating expenses (excluding claim settlement costs, which are recorded under gross claims incurred)
amounted to EUR 81.1 million and increased by 5.9% i.e. by EUR 4.5 million in 2019. The largest increase in
expenses is recorded in the cost of services, which rose by 7.5% to EUR 44.8 million and consist of a significant
share of acquisition costs, which grew by 6.8% to EUR 23.9 million. Compared to the previous year, labour costs
increased by 2.4% to EUR 30.6 million and, costs of material and goods increased by 12.6%, while depreciation
and amortisation costs rose by 14.7% to EUR 4 million.
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The structure of operating expenses in 2018 and 2019 (in %):

Material costs 1%

Material costs 1%

2019
2018

Labour costs 39% Acquisition costs 29%

Labour costs 40% Acquisition costs 29%

Depreciation/amortisation costs 5% Other costs of services 25%

Depreciation/amortisation costs 5% Other costs of services 26%_

Changes in insurance technical provisions

In 2019, the volume of mathematical/insurance technical provisions for unit-linked insurance increased by EUR
38.7 million due to increased unit value of policyholders’ assets (on the expenses side under this heading, the
expenses for unit-linked life insurance investments increased leading to a neutral impact on the net profit in life
insurance). Under other insurance technical provisions, provisions worth EUR 4.2 million were set up, mainly in
the life insurance segment (EUR 3.7 million), in line with the development of the traditional life insurance portfolio

Investment revenue and expenses

The Company achieved a net financial result from investing activities in the amount of EUR 49.4 million, which is
more than in 2018 by EUR 63 million. This was mainly contributed by investment revenue, which was higher by
EUR 40.7 million and investment expenses, which were lower by EUR 22.4 million. Financial revenue and
expenses also include net financial revenue/expenses from unit-linked insurance. In 2019, the net financial result
of these investments amounted to EUR 42.8 million due to high growth in stock markets, unlike in 2018 when a
loss of EUR -20.5 was suffered.

After excluding the impact of investment revenue/expenses from unit-linked insurance, which, together with the
changes in mathematical provisions, have a neutral impact on financial statements, investment revenue in the life
insurance segment rose by only EUR 0.2 million compared to 2018. The net investment revenue from investment
in the life insurance segment (excluding unit-linked insurance) thus amounted to EUR 4 million in the past year.

The net income from non-life insurance, which amounted to EUR 2.7 million in 2019 and were lower by EUR 0.9
million than in 2018. Net investment revenue from health insurance amounted to EUR 0.2 million or EUR 0.1
million less against to the comparable period.

Other revenue and expenses and financial expenses for interest

In 2019, the net result of other revenue (including fee and commission revenue or insurance revenues) and

expenses (including financial expenses for interest) totalled EUR 7.4 million and was EUR 3.9 million higher than

in the previous comparable period. This result is based on lower expenses which in 2019 amounted to EUR 10.7

million (lower expenses from investment property, lower other operating expenses and other financial expenses).

Financial expenses for bonds issued remained at the same level as in the past period. Other revenue was down
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EUR 0.6 million compared to the previous year and amounted to EUR 18.1 million (lower reinsurance fees for
non-life insurance). The impact of Generali Investments brings an additional EUR 10.6 million in commission
revenue at Group level.

Net profit or loss

Detailed financial statements of the Company show that net operating result in the amount of EUR 7.2 million
consists of positive results in the non-life insurance (EUR 4.5 million), health insurance (EUR 1.3 million) and
asset management (EUR 1.5 million) segments, while the life insurance segment showed a negative net result of
EUR 0.4 million. The decrease of the net profit in 2019, when compared to the previous years, was mostly
affected by the lower underwriting result of non-life insurance as a result of the deterioration of the combined
ratio.

The structure of profit before tax for 2018 and 2019:

m Operating profit or loss
from non-insurance activities

m Operating profit or loss
from underwriting acitivites

m Operating profit or loss
from investing activities

2018 2019

Financial position

As at 31 December 2019, total assets of the AS Group stood at EUR 810 million, representing a 10.6% increase
compared to the previous year. The increase resulted from growth of the value of unit-linked insurance assets,
which grew by 13.6% to EUR 311.5 million and the increase in financial investments, which increased by 14% to
EUR 316.8 million.

The bulk of assets at the 2019 year-end was accounted for by life insurance assets (64.2%), by non-life insurance
assets (33.8%) and the rest was intended for the implementation of health insurance activities and asset
management.
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The structure of assets:
Intangible assets 32.096 4,0% 32.253 4,4% 99,5
Property, plantand equipment 31.647 3,9% 30.854 4.2% 102,6
Deferred tax assets 3.172 0,4% 4.251 0,6% 74,6
Investment property 9.039 1,1% 23.757 3,.2% 38,0
Financial assets and financial investments in subsidiaries and associated companies 12.363 1,5% 12.062 1,6% 102,5
Financial investments 316.826 39,1% 278.033 38,0% 114,0
- loans and deposits 9.041 1,1% 42.998 5,9% 21,0
- held to maturity 11.809 1,5% 29.629 4,0% 39,9
- available for sale 290.137 35,8% 195.805 26,7% 148,2
- recognised at fair value through profitand loss 5.840 0,7% 9.601 1,3% 60,8
Unit-linked insurance assets 311.499 38,5% 274128 37,4% 113,6
Reinsurers’ and co-insurers’ share of insurance technical provisions 17.048 2,1% 14.904 2,0% 114,4
Assets from financial contracts 18.686 2,3% 11.913 1,6% 156,9
Receivables 29.983 3,7% 22.887 3,1% 131,0
- receivables from directinsurance operations 23.953 3,0% 16.668 2,3% 143,7
- receivables from reinsurance and co-insurance operations 1.647 0,2% 1.170 0,2% 140,8
- current tax receivables 319 0,0% 34 0,0% 928,8
- other receivables 4.064 0,5% 5.015 0,7% 81,0
Other assets 6.193 0,8% 5.756 0,8% 107,6
Cash and cash equivalents 21473 2,7% 21.7112 3,0% 98,9

As at 31 December 2019, on the assets side, investments were recognised as the most important category. They
accounted for EUR 668.4 million or 82.5% of total assets (31 December 2018: EUR 599.9 million). Compared to
the previous period under examination, the volume of investments increased by 11.4%. As at the end of 2019,
EUR 311.5 million was accounted for by unit-linked insurance assets, EUR 316.8 million by other financial
investments, EUR 12.4 million by financial investments in subsidiaries and associated companies, EUR 9 million
by investment property, EUR 18.9 million by financial contracts and EUR 21.5 million by cash and cash
equivalents.

Due to an increase in unit value of unit-linked insurance assets, the unit-linked insurance assets increased by
13.6% compared to the previous year, and accounted for a 38.5% share of total assets as at 31 December 2019
(31 December 2018: a 37.4% share). The volume of financial investments increased by 14.0 % (by EUR 38.8
million), while the volume of investment property decreased by EUR 14.7 million. Assets from financial contracts
increased by EUR 6.8 million.

As at 31 December 2019, receivables amounted to EUR 30 million, accounting for 3.7% of total assets, and,
owing to the increase by 31% (compared to the previous reporting period), they increased their share. A growth in
the value of all groups of receivables (the larges tone in receivables from direct insurance business) occurred,
with the exception of other receivables, which fell by 19%.

As at 31 December 2019, property, plant and equipment and long-term intangible assets totalled EUR 63.7
million. The former accounted for 3.9% and the latter for 4% of total assets.

The amount of insurance technical provisions ceded to reinsurance/coinsurance increased by EUR 2.1 million to
EUR 17 million.
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The structure of liabilities:

in EUR thousand 31.12.2019 in % 31.12.2018 in % Index
LIABILITIES 810.026 100,0% 732.509 100,0% 110,6
CAPITAL 99.988 12,3% 96.218 13,1% 103,9
Capital and reserves attributable to majority shareholders of the Company 99.938 12,3% 96.112 13,1% 104,0
Called-up capital 43.000 5,3% 43.000 5,9% 100,0
Share premium 4.212 0,5% 4.212 0,6% 100,0
Reserves from profit 9.224 1,1% 9.224 1,3% 100,0
Translation reserves 11 0,0% 13 0,0% 85,6
Fair value revaluation reserve 5.825 0,7% 549 0,1% 1061,7
Net profit brought forward 30.668 3,8% 29.970 4,1% 102,3
Net profit or loss for the period 6.999 0,9% 9.145 1,2% 76,5
Minority interest 50 0,0% 106 0,0% 47,0
Subordinated issued bonds 49.677 6,1% 49.582 6,8% 100,2
Insurance technical provisions 297.221 36,7% 276.383 37,7% 107,5
Unearned premium 51.461 6,4% 50.006 6,8% 102,9
Insurance technical provisions for life insurance 114.757 14,2% 110.294 15,1% 104,0
Claims provisions 124.095 15,3% 115.570 15,8% 107,4
Other insurance technical provisions 6.907 0,9% 514 0,1% 1344,0
Insurance technical provisions for unit-linked life insurance 310.690 38,4% 271.970 37,1% 114,2
Other provisions 5.753 0,7% 4,984 0,7% 115,4
Deferred tax liabilities 435 0,1% 0 0,0% -
Investment contract liabilities 18.686 2,3% 11.913 1,6% 156,9
Financial liabilities 1.479 0,2% 525 0,1% 282,0
Operating liabilities 11.125 1,4% 7.157 1,0% 155,4
Other liabilities 14.972 1,8% 13.777 1,9% 108,7

As at 31 December 2019, total equity amounted to EUR 100 million, i.e. 3.9% more than at the 2018 year-end.
The proportion of equity in total assets went up by 0.8 percentage points and stood at 12.3% as at 31 December
2019.

The structure of liabilities as at 31 December 2019 (in EUR million):
810.0

7325 18.7

1S

Other liabilities

® Investment contract
liabilities

m Insurance technical

provisions for unit-linked
life insurance

m Insurance technical
provisions

= Subordinated liabilities

m Equity

31.12.2018 31.12.2019

On the liabilities side, the insurance technical provisions totalled EUR 607.9 million at the 2019 year-end when

compared to the year before, increasing their volume by 10,9% in parallel to increasing their total share in total

assets by 0.1 percentage point. The insurance technical provisions for unit-linked insurance rose by 14.3% to
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EUR 310.7 million, whereas other insurance technical provisions rose by 7.5% and increased their volume to
EUR 297.2 million.

The financial liabilities of the Group resulting from the issuance of the subordinate debt in the first half of 2016
stood at EUR 49.7 million.

As at 31 December 2019, operating liabilities stood at EUR 11.1 million. At the same time, liabilities from financial
contracts were recognized in the amount of EUR 18.7 million (set up in 2016 in connection to pension insurance
premium), which represents a 56.9% increase compared to 2018 year-end. Based on other short-term liabilities
from insurance operations, other liabilities increased by EUR 1.2 million to EUR 15 million.

8. RISK MANAGEMENT AND INTERNAL AUDIT

8.1  RISK MANAGEMENT

In April 2019, AS published its 2018 Report on Solvency and Financial Condition of the Company, which, together
with the extended annual set of quantitative reporting templates (QRT) and the regular report to the supervisor,
present the disclosure requirements in accordance with the third pillar of Solvency Il. The Report, reviewed by an
independent external auditor, shows that at the 2018 year-end the Company showed a surplus of eligible own
funds above the required capital. In 2019, the risk profile of the Company did not change significantly, however,
as a result of methodological changes in the calculation of capital adequacy due to harmonization with the
accession of the Generali Group, the capital adequacy ratio of the Company slightly decreased. The 2019 capital
adequacy ratio will be disclosed in the revised 2019 Solvency and Financial Condition, which will be published on
the Company's corporate website.

In the last quarter of 2019, the own risk and solvency assessment for 2019 was carried out based on the adopted
medium-term business strategy, the business plan for 2020 deriving from it, and the projections until 2022. In the
framework of the own risk and solvency assessment, the sustainability of the medium-term business strategy to
meet the capital requirements and to achieve risk appetite, as well as the resilience of the Company to the risks
associated with the implementation of the strategy were tested. According to the results of the own risk and
solvency assessment, the Company demonstrates excess capital adequacy and exceeds risk appetite also in
comparison with the own assessment of capital requirements over the entire business planning period. According
to projections from the own assessment, the capital adequacy of the Company (already merged in 2020) is
expected to continue to grow up until 2022. As per the own assessment of risks and solvency, the negative
shocks and scenarios tested would not jeopardize the company's capital adequacy.

8.1.1  Risk management system

Risk management is understood by the Management Board as the first line of defence or as a way to avoid the
occurrence of a situation, which could endanger the existence of the Company. The capital of the Company
complements risk management in terms of ensuring compliance with the obligations of the Company even during
adverse extraordinary events.

The risk management system of the Company is managed and supervised by the Management Board and
designed not only to identify potential events that may have a negative impact on the operations of the Company,
but also to manage risks based on the risk appetite by giving reasonable assurances on the achievement of
business goals of the Company. The risk management system is proportional to the nature, scope and complexity
of the company's operations.

In line with the Solvency Il requirements, along with the risk management key function, the Company established

the following key management functions: the compliance function, the actuarial function and the internal audit
function.
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In accordance with the three lines of defence system, the risk management process is implemented throughout
the entire Company. The first line of defence, which includes all business processes in the Company or their
owners and the Investment Committee, is responsible for regular operational management of risks arising from
the process or being a result of the process. Risk managers (usually the director of the team in charge of a
particular process) therefore assume risks and are responsible for ongoing identification, assessment,
measurement and reporting (to the Risk Management Team) as well as for the initial management or risks arising
from their processes.

The Risk Management Committee, the Risk Management Team and the risk management key function, including
the actuarial and compliance key functions, form the second line of defence, which is responsible for reviewing
and coordinating the first line of defence, developing policies and strategies, setting risk tolerances and limits, as
well as preparing reports and presenting them to the ALCO Committee, the Management Board and the
Supervisory Board of the Company. The third line of defence, which includes the internal or other assurance
providers, is responsible not only for an independent assessment of the effectiveness of the risk management
process and practices but also for providing timely and objective recommendations and assurances regarding risk
management.

The three lines of defence system:

MANAGEMENT BOARD /ALCO / SUPERVISORY BOARD

First Line of Defence Second Line of Defence Third Line of Defence

Risk Oversight,

Daily risk Development of Independent assurances

management Risk Policies
and Methodologies

In the context of the three lines of defence system, several committees have been established, among which the
Assets and Liabilities Management Committee (ALCO) has the most important role in the risk management
system. In addition to asset and liability management, the Committee approves balance sheet risk management
policies and the risk appetite relating to balance sheet risks as well as provides guidelines for the provision of the
planned key risk indicators (KRIs) in line with the business policy of the Company.

The Risk Management Committee has been established with the aim of ensuring uniform identification and
assessment of the risks to which the Company is exposed. Moreover, the Committee gives professional opinions
and proposals to the Management Board regarding the management of these risks in order to ensure efficient
management of the Company. The Investment Committee has been established with an aim to implement the
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strategic and tactical investment activity in the Company, while the Provisions Committee was set up to monitor
and manage the provisions arising from the assumed liabilities of the Company.

8.1.2 Risk Management Process

Risk management means the identification, measurement or assessment, control and monitoring of risks at all
levels, including reporting on the risks to which the Company is or may be exposed in its operations.

In the context of the policies defining the risk management system, the Company developed specific risk
management action plans, which include internal risk management procedures, risk management measures and
internal procedures for their implementation, internal procedures for monitoring the implementation of risk
management measures.

The risk management process comprises the following key steps:

e risk identification, which involves a comprehensive and timely identification of risks to which the
Company is or may be exposed and an analysis of the causes of their occurrence;

e risk measurement or assessment, which includes the preparation of quantitative and/or qualitative
assessments for measurable and/or unmeasurable risks identified in the risk identification process;

e risk management, which encompasses the process of selection and introduction of risk reduction
measures;

e risk monitoring, which comprises the rules on risk liability, frequency and monitoring;

e risk reporting, which includes regular and extraordinary reports and the frequency of reporting.

8.1.3  Definition of Risk Categories

The risk management system includes at least the following key areas of risks:

capital adequacy;

taking out insurance and establishment of insurance technical provisions;

asset-liability management;

management of underwriting, market, credit, operational, liquidity and concentration risks and any other
risks to which the Company is exposed;

e reinsurance and other techniques for reducing the risks.

Underwriting risk is the risk of loss or of adverse change in the value of insurance liabilities, due to inadequate
pricing and provisioning assumptions taken into account in the calculation of insurance technical provisions.

Market risk is the risk of loss or of adverse changes in the financial situation of an insurance undertaking,
resulting from fluctuations in the level and in the volatility of market prices of assets, liabilities and financial
instruments.

Credit risk is the risk of loss or of adverse changes in the financial situation of an insurance undertaking,
resulting from fluctuations in the credit position of securities issuers, counterparties and potential debtors, to
which an insurance undertaking is exposed in the form of counterparty default risk, credit spread risk and
concentration risk.

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or
from external events.

Liquidity risk is the risk that the Company is unable to realise its investments and other assets in order to settle
its financial obligations when they fall due.
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Concentration risk means exposure to risk with the possibility of loss, which is high enough to be a threat to the
solvency or financial position of the Company.

The material risk of the Company in which, directly or indirectly, all the other mentioned types of risk are reflected,
is the risk of ensuring appropriate capital adequacy or the risk that the capital of the Company is insufficient to
cover all the risks assumed. Capital risk relates to inappropriate capital structure and level in relation to the
volume and manner of operation or to the problems which the Company would face in acquiring fresh capital,
particularly if it needed to increase its capital rapidly or in adverse conditions. An adequate capital base provides
a safety reserve for various risks to which the Company is exposed in its operations. The Company manages this
risk primarily by maintaining an appropriate surplus capital above its solvency needs, calculated in accordance
with the standard formula and own assessment, and by implementing a specific capital risk management policy.
Ensuring sufficient capital in relation to the solvency needs is one of the key elements of the assigned credit
ratings of the Company. Risk management types are discussed in greater detail in Section 7 of the financial part
of the Report.

8.1.4  The integration of the risk management system and the Company’s business strategy

Risk management begins with the Company strategy, as is the case with all the other activities related to the
operations of the Company. After the strategy is created, the supervisory mechanisms are set up, which enable
the strategy to be carried out by optimally implementing the key value factors and effectively managing the risks
arising from these factors by all teams of the Company.

The integration of the Company’s business strategy and the risk management system:

COMPANY
STRATEGY

Performance ! Risk
Management Management

Stq’ategic §  Risk Appetite
Objectives KRI

KPI

LONG-TERM
VALUE
CREATION

The basic concept of the risk management strategy is the risk appetite, including tolerances to most material
risks, which is defined in line with the business strategy and the capital management strategy (risk capacity).

At the Company level, the risk appetite represents the total amount of risk which the Company is prepared to
assume in the pursuit of its mission and vision, business and strategic goals. The risk appetite is limited with the
risk capacity, which the Company is able to assume based on its available economic capital. The risk appetite is
clearly defined and appropriately presented throughout the whole organisation at all levels and is included in the
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business planning process of future operations. The risk appetite is expressed in the form of statements and
metrics.

Risk tolerance represents the maximum risk which the Company is willing to assume with respect to each risk
category in order to achieve its business and strategic objectives by cumulatively operating within the framework
of the defined risk appetite. The operational limits relate to day-to-day business decisions.

8.1.5 Own Risk and Solvency Assessment

As one of the integral parts of its business strategy, the Company specifically plans its capital requirements or the
available capital so as to reflect all material risks to which the Company is exposed. This is performed in the
context of Own Risk and Solvency Assessment (ORSA). The primary ORSA objectives are to ensure sound and
prudent risk management within the Company through a better understanding of comprehensive capital
requirements and capital allocation, as well as through the understanding of the interconnection between risks
and capital management in the planning of future operations of the Company.

Furthermore, the aim of the ORSA is to provide another view of the capital adequacy assessment of the
Company by comparing its own risk profile assessment with the assumptions used to calculate the regulatory
capital requirements so as to verify whether the regulatory SCR calculation method (the standard formula)
correctly takes into account the entire risk profile of the Company. The Company can manage its risks either
through capital requirements and by ensuring regulatory capital or with other risk mitigation techniques, taking
into consideration the business strategy, the risk profile, and the accepted risk limits and tolerances. By
identifying its comprehensive capital requirements, the Company decides whether to assume or transfer certain
risks, sets optimal capital allocation and assesses other performance parameters, which are reflected in the
strategic decisions of the Company.

In contrast, the ORSA has to reflect the business strategy of the Company. When performing the ORSA, it is
therefore necessary to take into consideration the strategic decisions affecting the risk profile of the Company, the
capital requirements and the available capital of the Company. The management and supervisory bodies of the
Company should be aware of and clearly understand the implications of the strategic decisions on the
abovementioned capital aspects of the Company. Furthermore, they should take into account whether such
implications are desired, feasible, namely whether the Company could even afford them, considering the scope
and the quality of its own funds.

8.1.6  IT-related safety risk management

In order to improve the quality, safety and reliability of the IT systems, several internal safety tests were carried
out in 2019 to identify vulnerability which poses a safety risk to the Company and clients. As a rule, tests were
carried out before the transition of upgraded information solutions into production. In addition, the
recommendations arising from a major security overview of the internal network were implemented. The
implementation of these recommendations implies a significant increase in the security level from the point of
view of the vulnerability of the internal network.

8.2 INTERNAL AUDITING

The internal audit is organised as an independent Internal Audit Team, which is directly subordinated to the
Management Board. It is separated from other organisational units of the Company, both functionally and
organisationally. It is headed by a director who directly reports to the Management Board on the performed tasks
and operations, which guarantees the independence of its functioning.

In accordance with the legal requirements and based on the risk assessment, the Internal Audit Team performed
supervision of the operations of the Company in order to verify and assess whether the risk management
processes, internal controls and governance of the Company are adequate and operate in the manner ensuring
the achievement of the following important objectives:
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o effective and efficient operations of the Company, including the achievement of business and financial
performance goals, and protection of assets against loss;

e reliable, timely and transparent internal and external financial and non-financial reporting;

e compliance with the law, other applicable regulations and internal rules.

Internal auditing was carried out in accordance with the requirements of the Insurance Act (ZZavar-1) and other
applicable regulations, the professional internal auditing rules issued by the Slovenian Institute of Auditors and
the internal documents of the Company.

An external assessment of the quality of the internal audit function was carried out three times, in 2008, 2013 and
2017. The opinion of the external evaluators was that internal auditing was carried out, in all material respects, in
accordance with all the International Standards for the Professional Practice of Internal Auditing and in
accordance with The Code of Internal Auditing Principles and the Code of Ethics for Internal Auditors and that the
Internal Audit Team operates efficiently and effectively. They also expressed the opinion that the Internal Audit
Team adds value to the Company and makes a significant contribution to the Company's performance.

The Internal Audit Team carried out internal audit activities on the basis of the annual work plan for 2019, which
was adopted by the Management Board of the Company after receiving the approval of the Supervisory Board.
An important part of auditing was devoted to carrying out audits, monitoring the implementation of
recommendations, continuous auditing, day-to-day supervision, advising the management of the Company,
cooperating with key functions in the Company and to the activities concerning the merger with the insurance
company Generali.

In performing internal audits, the focus was on auditing those areas that represent higher risks for the Company
and consequently a greater potential damage (loss) or major lost opportunities; assessing the risk management
system and the established internal control system; reviewing the preparation of the insurance company for
changes in legislation; approach with the aim to create added value; verification whether operations are
economical and in compliance with internal rules and external regulations; identification of risk arising from
occurrence of fraud and the transfer of good business practices.

After each internal audit, a draft report was initially issued by the Internal Audit Team and submitted to the auditee
for comment. The final report was examined by the Management Board, which set a deadline for the auditee to
take corrective action or to implement the recommendations issued by the Internal Audit Team.

As a result of active monitoring of the corrective measures of the auditees by the Internal Audit Team, a high
share of implemented recommendations was achieved again in 2019.

After being examined by the Management Board, all internal audit reports were also sent to the Audit Committee.
Two half-yearly and an annual report were produced and examined by the competent bodies of the Company.

9. CUSTOMER AT THE CENTRE OF PRODUCTS AND SERVICES OF THE AS GROUP

9.1 IMPORTANT CUSTOMER SERVICES

Policyholders contact the Company in many ways, and every contact is important for us, as we want to satisfy the
wishes of the policyholders and attract the attention of new ones. We developed and supplemented our range of
insurance products and services, and improved our information and consultancy services for our clients in the
field of taking out insurance and settling claims. We provided our clients with special club benefits and continued
with the programme aiming at raising awareness about a healthier lifestyle and the importance of insurance
cover.
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9.1.1  MOJ AS (MY AS)

The Moj AS (My AS) Portal enables the customers to independently view their insurance policies, check and
make payments, report claims and monitor claim settlement progress and monitor their investment in life and
pension insurance on their computers, tablets or mobile phones. At the same time, clients can now receive via
the portal all non-commercial notifications (on the progress of insurance, payment orders, investment value
notices, reminders) sent to the policyholders by the Company. By the end of the year, over 42,000 users have
been registered on the portal. The annual growth in the number of users is over 30%, and e-notification is used
by over 60% of registered users. On average, there are over 400 viewers per day.

9.1.2  WIZ ONLINE BRAND

The offer at the Wiz Online Point of Sale, where users can find simple and modern insurance products (Wiz Avto
— Wiz Car, Wiz Zdravje — WIZ Health, Wiz Kolo — Wiz Bicycle, WIZ Kuza — WIZ Dog, WIZ Tujina — WIZ Abroad,
WIZ Smucar - WIZ Skier ...) was further enriched in 2019 so that now WIZ Avto (Wiz Car) insurance offers the
possibility of taking out additional partial coverage insurance and the first motor vehicle policy WIZ Mladi voznik
(WIZ Young driver). We also launched personalized videos as part of the process of renewing motor vehicle
insurance and offered our clients the opportunity to upgrade their new policies with additional coverage which
they simply choose right in the video. Our clients' needs are changing, therefore we want to make it easier for
them to take out and renew insurance and to easily upgrade their protection. We also redesigned the web site to
give our customers a better view of the offer and give them an even better user experience.

9.1.3 CENTER ZDRAVJE AS (AS HEALTH CENTRE)

The AS Health Centre provides quick and quality assistance to customers using services from the supplementary
insurance schemes Specialisti z asistenco (Specialists with assistance) and transitional care insurance.

We dealt with a total of 10,973 specialist services, mostly in orthopaedics, dermatology and surgery. In addition to
the basic and control examinations, we also authorized the corresponding diagnostic examinations, namely 649
endoscopic examinations, 2098 MR examinations, 645 X-rays examinations, 2055 ultrasound examinations, 285
CT examinations and 310 histopathological examinations. There were also 220 authorizations for surgery and
895 authorizations for physiotherapy. We provided 60 policyholders with insurance services for transitional care
(transportation to control check-ups and assistance at home). In our internal AS Health Centre customer
satisfaction survey, customers rated our services and staff at the Centre with the highest ratings. The average
satisfaction rating was 4.94 out of 5 (NPS 39%).

As many as 99.7798 % of the policyholders are satisfied with the AS Health Centre

The toll free number 080 81 10, intended for the complementary health insurance policyholders, recorded 10,284
calls, which is by 67% more than the year before. The increased number of calls can be attributed to the
increased number of supplementary health insurance contracts and to the increased awareness of policyholders
about the possibility of using health services.

9.1.4 MOJ SERVIS AS (MY AS SERVICE) AND ROADSIDE ASSISTANCE

Repairing the car in the network of Company contracted car service providers simplifies procedures and saves
time for policyholders and those who have suffered loss. They have at their disposal a quick damage appraisal at
the garage, a quality and quick repair and free-of-charge use of a replacement vehicle during car repair (up to 3
days and up to 100 km/day). Clients are rewarded for having chosen the MOJ SERVIS AS (My AS Service) with
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a coupon enabling them to purchase a new or to renew car insurance. Policyholders can select this Service in the
network of authorized and all-brand garages throughout Slovenia. Owing to the good experience of policyholders,
MY SERVICE is becoming more and more popular and exceeds 40% of all motor vehicle damage repairs.
Roadside assistance is provided through the Call Centre to anyone who claims damage (policyholders and those
who have suffered loss) due to a car accident.

9.1.5 CUSTOMER CARE

Regardless of the which way customers contact the Company, we strive to live up to their expectations. Direct
contact with them, monitoring of their satisfaction and sales support are implemented via a series of channels, the
central toll-free number 080 11 10, email address info@as.si, Moj AS Portal, Facebook, chat and personal
contact at the Customer Care Centre.

In 2019, 730,487 communications with clients via all communications channels were recorded. Particular care is
dedicated to individual consulting in the area of life insurance where advice is provided on insurance
management and asset management,. Customers are assisted when purchasing insurance, we carry out
recovery of unpaid premiums and conduct user experience satisfaction surveys.

9.1.6  AS KLUB UGODNOSTI (AS BONUS CLUB)

In 2019, we provided our members and their families with discounts and benefits on over 30 services. Our
members used the most discounts for Dom AS insurance, visits to the Vol&ji Potok Arboretum, cheaper
membership fees for the Alpine Association of Slovenia and cheaper skiing at the Golte ski resort. At the end of
the year, the Club carried out activities in connection with the merger of insurance companies and with the
updated new Generali Bonus Club, with which we wish to continue to make the experience of the Club members
enjoyable.

9.1.7 MIGIMIGI PROGRAMME

Migimigi is @ community and a programme that lives through “omnichannel communication” on social media,
www.migimigi.si website, through Migimigi ambassadors, influencers and at sporting events. It represents a new
look and attitude of the Company with its customers, as it encourages continuous interaction and nurturing of
relationships with policyholders and builds a more lasting relationship and trust. The Programme offers a diverse
set of exciting and easy-to-use challenges, by constantly raising awareness of, informing of, educating about and
encouraging the members of the Migimigi community to implement healthy habits to improve the quality of life
and well-being and to reduce stress. It also highlights the dangers we cannot avoid and offers the best solutions
to effectively protect an individual and his or her family from unforeseen life events. The Migimigi community has
been operating for two seasons. In the meantime, as many as 14 challenges have successfully taken up,
attracting more than 50,000 Slovenes to get active. A number of them, along with more than 40 trainers and
Migimigi ambassadors, attended the September Migimigi Days at the Arboretum. This largest outdoor recreation
attracted a total of 5,000 fans who were moving at two events. More than 26,000 participants joined the 2019
challenges. Most of them strengthened their knowledge of the mountain etiquette and the principles of safe
mountaineering in the AS Safe Mountaineer Challenge, tested their stress load in the Destress Challenge and
refreshed their knowledge of cycling rules in the AS Safe Cyclist Challenge. Attention was also drawn by the
challenge Move it for the Puppies.
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9.2 INSURANCE AND SERVICES DEVELOPMENT
9.21  Non-Life Insurance Products

Due to the sales process and the announced merger of the company, we intensively analysed the products of
both insurance companies and prepared new, common insurance bases, instructions for underwriting and
underwriting IT applications that follow Generali's guidelines for underwriting.

On account of a legal change, we increased the minimum sum insured for the Professional Liability Insurance for
Physicians and Dentists to EUR 130,000 in the second year quarter. During this period, we enabled the taking out
of the product Tujina AS (AS Abroad) also via the application Skleni AS (AS Underwrite) and in this way brought it
even closer to the underwriters and thus to the customers. Among other things, at the beginning of the year, on
the model of the WIZ KuZa (WIZ Dog) product, which is sold exclusively via the Internet, we also prepared the
Kuza AS (AS Dog) product for pet insurance for the sales network.

In spite of intensive work on new products, in the last quarter, together with our colleagues from Generali, we
renewed our insurance bases for professional liability insurance in the field of architectural and engineering
activities. This was due to the new legislation, which stipulated, among other things, the increase of the minimum
sum insured for professional indemnity insurance from EUR 41,730 to at least EUR 50,000 per insurance case
and annually (once a year aggregate), and we further significantly changed the scope of professional liability
coverage.

At the end of the year, we also renewed the underwriting bases for general liability, manufacturer's liability and
other professional liability insurance so as to comply with the rules of the Generali Group. Furthermore, we
radically changed the general terms and conditions for construction and assembly works insurance. The year
ended with intense preparations for the joint appearance of the two insurance companies on the market.

In the field of motor vehicle insurance, activities were carried out in accordance with the plans, while from March
2019 onwards, we focused as much as possible on the programmed merger. The motor vehicle insurance area
was a high priority and most of our efforts, resources and ideas were focused on the designing of a quality motor
vehicle portfolio and future offerings in this area.

9.2.2 Life and Pension Insurance Products

In January 2019, we continued with the marketing campaign featuring affordable payments of the additional one-
off premium to unit-linked life insurance, which had begun in December 2018. We wanted to encourage clients to
pay additional amounts under affordable conditions. At the same time they were rewarded with either a gift
voucher or a money vouchers which can be used to renew or extend existing insurance or to take out new
insurance. The additional payments give customers higher savings and tax-free returns after ten years of
insurance. The campaign was limited in time and lasted until 28 February 2019.

In March 2019, we developed the exclusive Premium Garant unit-linked insurance, a lifelong insurance with one-
time premium payment, designed for clients with higher savings. It is primarily intended for saving while providing
minimal insurance coverage. The insurance may be partly or fully (for the first three years) tied to a guaranteed
return investment and/or investment funds. Over the duration of the life insurance, the part of the investment
having the guaranteed return gradually decreases until the end of the 10t year. The Premium Garant enables
favourable enrichment of assets in the selected investment without payment of entry fees, stability and security of
the assets, tax-free returns after ten years and quick access to the assets.

In the light of merging with Generali Insurance Company, in April and May we paid a lot of attention to market
research and analysis of competitive advantages, and made a comparison of all types of insurance in the
Slovenian market. Based on this research, together with Generali Insurance Company, in the second half of the
year we renewed and streamlined various life insurance for post-merger marketing.

The insurance underwriting application Skleni AS )AS Underwrite) was upgraded in 2019 and it thus also allows
taking out supplementary health insurance, accident insurance for children and school youth and insurance with

67



Adriatic Slovenica d. d.
Skupina &= GENERALI

and the Adriatic Slovenica Grou

foreign assistance Tujina AS (AS Abroad). Additionally, optimization was performed in the area of the import of
data on underwritten offers into the back-office system, which shortened the time required to enter the policy, and
integration with the My AS Portal, which enables the client to access the underwritten insurance documentation at
any time.

In the area of pension savings, we successfully continued the marketing activities. Together with the Customer
Care Centre and the account managers specialised in pension insurance, we provided our policyholders with
timely and professional information support.

The policyholders were regularly informed about the operations of the Company pension funds and the
importance and benefits of saving for a safe old age in the second pension pillar via posts on the Company's
website and social networks. Our business partners could to securely communicate and share confidential
business files through the AS B2B web portal.

In 2019, in accordance with the law, changes were made to the Rules of Management of the group of guarantee
funds Pokojninsko varCevanje AS (AS Pension Savings), Rules of Management of the Guarantee Fund with
guaranteed return under PN-AQO1, to all three Statements on the Investment Policy of Guarantee Funds
Pokojninsko var¢evanje AS (AS Pension Savings) and the Statement on the Investment Policy of Guarantee
Funds with guaranteed return under PN-AO1. The changes relate, in particular, to the investment policy of
guarantee funds, which was supplemented by the possibility of investing in alternative and special investment
funds and of changing the rate of the custodian fee.

9.2.3  Health Insurance Products

In the area of health insurance, Adriatic Slovenica has continued implementing activities which ensure
comprehensive healthcare to policyholders and has strived to preserve the leading position among insurance
companies in the development of innovative health products and health-related assistance services.

Both individuals and companies were provided with the possibility of taking out modern health, accident and life
insurance packages, as in our development we are aware of the importance of continuous monitoring of the
needs and wishes of our policyholders. In 2019, we upgraded the Insurance Specialists with Assistance product
with new innovative covers and successfully offered it to all existing policyholders. The Specialists with assistance
package was adapted for collective underwriting, as this insurance is also important for companies — a timely
diagnosis is crucial for the beginning and the course of treatment and has a significant impact on the quality of
health of the policyholders and their speed of recovery, preventing potential complications and consequences
which can occur and contributing to thei