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Management Board report

The Management Board is submitting its Managemeatrd report together with the audited financiatesteents for
the year ended 31 December 2016.

Wiener osiguranje Vienna Insurance Group d.d. (@ampany”) is a joint stock company offering lifadinon-life
insurance products, with headquarters in Zagretivediska 24. The major shareholder of the Companlytha
parent company is Vienna Insurance Group AG Wieviersicherung Gruppe (“VIG” or “ the Group”). The
ultimate parent company is Wiener Stadtische Wdshgiger Versicherungsverein — Vermdgensverwalteng
Vienna Insurance Group.

The Company’s membership to the Group is not oeljahstrated by using the ,family-name* Vienna lase
Group, but also by promoting its values as pathefstrategic corporate governance of the Company.

Vienna Insurance Group

VIG is well established in all lines of businessl &nus offers a comprehensive customer-orientetigtiorof products

and services with more than 50 Group companiesnaoigk than 24,000 employees in 25 countries . Thaur
generated around EUR 9 billion in premiums in 2G0&her strengthening its market leader positioustria and in

Central and Eastern Europe (CEE), where VIG has bperating for more than 25 years.

VIG's successful expansion into the CEE regionGglroots reach back more than 190 years in Aystrieing which
time it developed from its start as a local insimet824 to an international insurance group.

Using its combined strengths to become number IG-has worked its way to the top of the insuranegket in many
countries in previous years. Using a focused gratriitegy and long-term perspective, it create@dlaes base that led
to double-digit market shares in many markets.

The figures for the region show that the decismexpand into the CEE region was correct. In 2@t6und half of
VIG's total premium volume was generated in the Qi&rkets. The Group continues to believe in theemtal
offered by the ongoing economic growth in the ragishich brings with it a rising demand for insuramproducts.

Focusing together on the core business - The desisibove underscore the path followed by VIG arahgthen the
focus on insurance as the clear core businessirsups a progressive and highly risk-consciousramae strategy.
Reliability, trustworthiness and solidity define ielationships with business partners, employeéshareholders.

This fundamental approach is also reflected in stsategy of continuous sustainable growth and &mel
creditworthiness. The international rating agentgn8ard & Poor’'s has confirmed VIG’s developmenthvan A+

rating with stable outlook for many years. VIG dooes to have the best rating of all companieh@ATX, the

leading index of the Vienna Stock Exchange.

Side-by-side with our customers - Customer loyaftg customer proximity are major factors in VIGEsess. Local
employees know the needs of their customers thewkih is why VIG places its trust in these enygles and local
entrepreneurship.

In order to create stability and trust, the Grospsua multi-brand strategy that retains establisinedds and unites
them under the Vienna Insurance Group umbrelles @lso allows a wide variety of distribution chasrte be used.
The Group’s strategic orientation is rounded offilgonservative investment and reinsurance policy.

Erste Group and VIG: strong together - The stratggirtnership between Erste Group and VIG has gramgh
strengthened over the past years.

Stable dividend policy of the Group - VIG has bésted on the Vienna stock exchange since 1994ay,atlis one of
the top companies in the “prime market” segmerd, @ffers an attractive dividend policy with a dieitl payout ratio
of at least 30% of Group profits (after taxes aad-oontrolling interests) for shareholders.

Searching for the best together - All VIG Group pamies strive to attract the most talented andliggat employees.
As a result, identifying and developing individusitills is a central priority in human resources agement.

Promoting diversity is also highly important, as deeating a framework that offers appropriate dmwelent

opportunities for employees. This is becausedtaar to VIG that its success is built on the daiitim of its more than
24,000 employees.

Further information on Vienna Insurance Group @ilable at www.vig.com or in the VIG Group Annuaport.
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Management Board report (continued)

The Company

In 2016, the Company records its best business geme VIG entered the Croatian market in 1999 hwit
extraordinary performances in premium growth, a#l a& profit generating. Through more than 100 sgleints
located across the country, more than 550 saledogegs and strong external sales channels, asawsedtarting
web-sales, the Company's goal is to constantlyigeoglients with complete insurance cover and ti&emelaims
handling faster and more efficient. With stabiligsed on core competences, the Company is a caesosurer.
The Company always strives for reliability and twsrthiness in dealings with customers and busipesters,
employees and shareholders.

The business results for 2016 are indicator ohfrrstrengthening of the position of the Company.ofie of the
top four leading insurers, the Company is awaréfole as promoter of the modern insurance celom the
Croatian insurance market, which goes in line wlith digitization process of sales and portfolio agament the
Company plans to introduce step by step.

With almost 800 motivated and educated employdss, Gompany demonstrates its readiness to provide to
performance also in the next years.

Business performance

In 2016, the Company reported net profit of HRK 22@nillion, which reflects stability in operationd the
Company, strict cost management and conservatixesiment policy. Although implemented the growttatggy,
the Company was following selective underwritindi@oin order to be even more earning orientedardbpss of
possible premium losses. This management prineiplde continued also in the following years.

The Company wrote gross premiums of HRK 591.2 aiillirepresenting an outstanding increase by 8.24% i
comparison to 2015, while the market stagnated @i#t2%, which positioned the Company on fourth @lamong
insurance companies in Croatia, with a total madtere of 6.75%. In life insurances, the Comparalizes
remarkable growth by 9.92% and holds third pladi wiarket share of 10.0%. In non-life insuranclee,Gompany
records growth in gross written premiums by 6.65% further increases its market share on 5.12%n Agsevious
years, the largest share in total premium relatdset insurance (49%) and motor insurance (27%)e ©ther non-
life insurances recorded positive trend while theporate business grew by 17% and the SME busne8%o.

In 2016, net policyholder claims and benefits inedramounted to HRK 343.4 million, which is, comgzhto the
previous year, an increase by HRK 54.1 million ()9%otal acquisition, administrative and other Gtierg
expenses (including technical expenses) amountétRtd 226.0 million, which is a decrease by HRK én8lion,

compared to the previous year.

As of 31 December 2016, the Company’s total asaeteunted to HRK 3.6 billion, increasing by HRK 199.
million or 3% compared to the end of the previoaary

The Company has strong capital base and was inl@mp with all regulatory capital requirementsidgr2016.
Strong capital base provides security to our polidgers.

Due to the still ongoing liberalization of the mothird party liability market in Croatia the Compais making a
lot of effort in careful monitoring and reacting orarket trends, strictly following the profitabylistrategy. In order
to offset the negative impacts of these marketdsen car insurances, the Company puts strongersfoa more
profitable lines of business.

During 2016, the Company started the implementirnggss of the voluntary health insurance and fialinched
the very attractive and competitive supplementaaith insurance product supported by a marketingpeégn.

As a reaction on market developments and legalirements, the Company launched in 2016 the nevif tari
generation in segment of life insurances, calcdlatéh adapted guaranteed interest rate and tlestlatortality
tables.

In order to maintain financial stability and setyribusiness objectives of the Company are focusedurther
increase of profitability of the Company, througlogth of premium income and market share, in cosudm with
new underwriting measures and reduction of oveqadirating costs.
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Management Board report (continued)

Risk management

The management of risks to which the Company i©sag in its ordinary business is conducted on sedudsis.
Risk management allows for identification, analysisantification and control of risks. The mairksgo which the
Company is exposed to are: insurance risks, creskit market risks (price risk, interest rate risind foreign
exchange risk), liquidity risk, operational riskstrategic risks and reputational risks. In eack dategory, the
Company undertakes measures for management analcohtisks in order to limit the risks to accelpla level.
Exposure to these risks is shown in the notesddittancial statements.

The changes to the European insurance supervigstgrs referred to as Solvency |l entered into foatehe
beginning of 2016 and implemented by all membetestaf the EU, present great challenges for thelavho
insurance industry. The Company has been parteofsttoup-wide “Solvency project” during which stardiaed
guidelines, calculation and reporting solutions awVanced risk management processes were devekmbd
implemented with the assistance of experts fron@tmup companies. When the new regime enteredante, the
Company was already well prepared for the qualitadind quantitative requirements of Solvency II.

Croatian insurance market

According to statistical data from the Croatianul@sce Bureau, in 2016 total gross written premiofirthe
insurance companies increased by 0.42% compar&®16. The main factors, which influenced the insuea
business on the Croatian market, were closure ofyncampanies, unemployment and stagnation in cactiin.
Significant impact was also due to the continueplieion regarding prebankruptcy procedures.

In 2016, 24 insurance companies operating on tloat@n insurance market recorded a gross writtemjum of
HRK 8.8 billion. Non-life segment experienced grbwdf 0.91% compared to 2015 while the life segment
decreased by 0.55% in comparison to 2015.

Social responsibility

Corporate Social Responsibility is the continuingmenitment by business to ensure sustainable dewelop
behave ethically and contribute to economic devakmt while improving the quality of life of the wdorce and
of the local community and the society at largendtudes meeting quality requirements in interopérations — in
dealing with employees, as well as externally déaling with shareholders, policyholders, partntrs,regulator
and the community.

The Company therefore considers an obligation twvide support for cultural and social concerns tigto social
projects (Social Active Day) and donations and speoships to community. In 2016, in the contexths Social
Active Day the Company was focused on seniors.ritmber of employees participating in various soa@ivities
is increasing year by year.
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Management Board report (continued)

Corporate Governance

The Company considers responsible Corporate Governance to be a prerequisite for the creation of sustainable
values, growth and creation of values to shareholders, policyholders and other stakeholders.

The Company implements both external and internal regulations, as well as the regulations of its parent company,
Vienna Insurance Group, provided these are not in conflict with the regulations in force in the Republic of Croatia
and it also monitors the alignment of its organizational structure, to be able to modify and adjust promptly if needed.

The shareholders exercise their voting rights in the General Assembly, which is convened by the Management
Board after the Supervisory Board approves the decisions that are to be adopted by the Assembly based on the
Statute and law. The Assembly in particular decides on the appointment of the Supervisory Board members, the
annual financial statements, profit distribution, appointment of the Company’s auditor.

The Management Board is responsible for the management of the Company’s activities and represents the Company
toward third parties. It ensures that the Company operates in line with risk management regulations, that is secures
and maintains an adequate level of capital, manages control functions, the performance of external and internal
audit, draws up financial and other reports in line with accounting regulations and standards and reports to the

Croatian Financial Services Supervisory Agency.

The Management Board, during the course of 2016 and up to the date of the signing of this report, comprised:

Walter Leonhartsberger President
Tamara Rendi¢ Member
Jasminka Horvat Martinovic¢ Member
Bozo Saravanja Member

The Supervisory Board monitors the performance of the Company’s activities, appoints and recalls members of the
Management Board, participates in the development of annual financial reports, submits a written supervisory report
to the General Assembly, represents the Company before the Management Board and grants prior approval to
Management Board decisions when this is prescribed by law or the Statute of the Company.

The Supervisory Board, during the course of 2016 and up to the date of the signing of this report, comprised:

Chairman from 27 April 2016, Member until 26 April 2016
Chairman until 27 April 2016

Roland Gréll

Wolfgang Petschko Deputy Chairman from 27 April 2016, Member until 26 April 2016
Franz Fuchs Deputy Chairman until 27 April 2016

Zoran Dimov Member

Svemir Kovac Member

Johann Franz Josef Bichler Member from 27 April 2016

Philippe Bardas Member from 27 April 2016

Erwin Hammerbacher Member from 27 April 2016

Natalia Cadek Member until 27 April 2016
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Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Management Board report (continued)
Corporate governance (continued)

Efficient cooperation has been established between the Company’s Management Board and the Supervisory Board.
The Management Board reports regularly (through quarterly and annual reports) to the Supervisory Board about the
Company’s operations, performance and financial plan realization.

21 March 2017
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Walter Leonhartsberger r\ Tamara Rendi¢
President of the Management Board Member of the Management Board
et
Youd Yofuac S
Jasminka Horvat Martinovic Bozo Saravanja
Member of the Management Board Member of the Management Board
WIENER 0SIGURANJE
VIENNA INSURANCE GROUP d.d.
ZAGREB 7
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Responsibilities of the Management Board for the preparation and
approval of the annual financial statements and the Management
Board report

Pursuant to the Croatian Accounting Law, the Management Board is responsible for ensuring that financial
statements are prepared for each financial year in accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union, which give a true and fair view of the state of affairs and results of the
Company for that period.

After making enquiries, the Management Board has a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. For this reason, the Management Board
continues to adopt the going concern basis in preparing the financial statements.

In preparing those financial statements, the responsibilities of the Management Board include ensuring that:
e  suitable accounting policies are selected and then applied consistently;

e  judgements and estimates are reasonable and prudent;

o  applicable accounting standards are followed, subject to any material departures disclosed and explained in the
financial statements; and

e the financial statements are prepared on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Management Board is responsible for keeping proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Company and must also ensure that the financial statements
comply with the Croatian Accounting Law. The Management Board is also responsible for safeguarding the assets
of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The Management Board is responsible for preparation and content of the annual financial statements and the
Management Board report in accordance with the article 21 of the Accounting Act.

For and on behalf of Wiener osiguranje Vienna Insurance Group d.d., as at 21 March 2017:

(Jtouﬁw(] /MV\ (P

Walter Leonhartsberger Tamara Rendié
President of the Management Board Member of the Management Board

o
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Jasminka Horvat Martinovi¢ ' Bozo Saravanja

Member of the Management Board Member of the Management Board

WIENER 0SIGURANJE
VIENNA INSURANCE ROUP d.d.

ZAGREB 7
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B Deloitte d.o.0.
ZagrebTower
® Radnicka cesta 80
10 000 Zagreb
Croatia

TAX ID: 11686457780

Tel: +385 (0) 1 2351 900
Fax: +385 (0) 1 2351 999
www.deloitte.com/hr

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Wiener osiguranje Vienna Insurance Group d.d.
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Wiener osiguranje Vienna Insurance Group d.d. (the
Company), which comprise the statement of financial position as at December 31, 2016, the statement
of comprehensive income, statement of changes in equity, statement of cash flows for the year then
ended and notes to the financial statements, including a summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with the Audit Act and International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) and we have fulfilled our ethical responsibilities in accordance with the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Other Information
Management is responsible for the other information. The other information comprises the information

included in the Annual Report, but does not include the financial statements and our auditor’s report.
Our opinion on the financial statements does not cover the other information.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. With
respect to the Management Report, which is included in the Annual Report, we have also performed the
procedures prescribed by the Accounting Act. These procedures include examination of whether the
Management Report includes required disclosures as set out in the Article 21 of the Accounting Act.

The company was registered at Zagreb Commercial Court: MBS 030022053; paid-in initial capital: Kn 44,500.00; Board Members: Branislav Vrtacnik, Eric Daniel
Olcott, Marina TonZetic, Juraj Moravek, DraZen Niméevic and John Jozef H. Ploem; Bank: Zagrebacka banka d.d., Trg bana Josipa Jeladica 10, 10 000 Zagreb, bank
account no. 2360000-1101896313; SWIFT Code: ZABAHR2X IBAN: HR2723600001101896313; Privredna banka Zagreb d.d., Radni¢ka cesta 50, 10 000 Zagreb,
hank account no. 2340009-1110098294; SWIFT Code: PBZGHR2ZX IBAN: HR3823400091110098294, Raiffeisenbank Austria d.d., Petrinjska 59, 10 000 Zagreb,
bank account no. 2484008-1100240905; SWIFT Code: RZBHHR2X IBAN: HR1024840081100240905.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its netwoerk of member firms, each of which is
a legally separate and independent entity. Please see http://www.deloitte.com/hr/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Member of Deloitte Touche Tohmatsu Limited
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INDEPENDENT AUDITOR’S REPORT (continued)
Other Information {(continued)

Based on the procedures performed during our audit, to the extent we are able to assess it, we report
that:
1) Information included in the other information is, in all material respects, consistent with the
attached annual financial statements for the year,
2) Management Report for the year 2016 has been prepared, in all material respects, in accordance
with Article 21 of the Accounting Act.

Based on the knowledge and understanding of the Company and its environment, which we gained during
our audit of the financial statements, we have not identified material misstatements in the other
information. We have nothing to report in this respect.

Responsibilities of Management and those Charged with Governance for the financial
statements

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting
process. Supervisory Board is responsible for overseeing the Company’ financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements. As part of an audit in accordance with ISAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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INDEPENDENT AUDITOR’S REPORT (continued)
Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

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

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

Report on Other Legal and Regulatory Requirements

The Management Board has prepared reporting forms in accordance with the Regulation on the Structure
and Content of Annual Financial Statements of Insurance and Reinsurance companies (NN 37/16 - “the
Regulation”), adopted by the Croatian Financial Services Supervisory Agency. The reporting forms are
provided as a supplement to these financial statements, set out on pages 115 to 138, and comprise the
statement of financial position and the statement of comprehensive income, statement of cash flows,
statement of changes in equity for the year then ended and notes of reconciliation. These reporting forms
are the responsibility of the Company's management and do not form an inseparable part of the financial
statements set out on pages 10 to 114, but rather a requirement specified by the Regulation.

—
Brani acnik, President of Management Board Var!ja Viak, Certified auditor

Deloitte d.o.o.

Radnicka cesta 80, Zagreb



Statement of financial position

as at 31 December

Assets
Property and equipment
Investment property
Intangible assets

Deferred acquisition costs

Other intangible assets
Held-to-maturity investments
Available-for-sale financial assets
Financial assets at fair value through profit @slo
Loans and receivables
Reinsurers’ share of technical provisions
Deferred tax asset
Inventories
Insurance and other receivables
Assets held for sale
Cash and cash equivalents

Total assets

Shareholders’ equity
Share capital

Capital reserves

Legal and statutory reserve
Other reserves

Fair value reserve
Retained earnings

Total equity

Liabilities

Technical provisions

Discretionary profit participation provision
Subordinated loan

Borrowings

Provisions for liabilities and charges
Deferred tax liability

Current income tax liability

Insurance and other payables

Total liabilities

Total liabilities and equity

Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Note 2016 2015
HRK’000 HRK’000

12 75,782 89,936
13 54,809 62,079
14 24,403 21,309
15 11,482 9,508
17 941,378 949,780
17 1,047,506 1,064,126
17 519,271 343,637
17 218,788 219,893
18 501,277 492,445
19 5,966 5,078

70 136
20 164,814 190,220
21 1,009 6,096
22 12,730 5,693

3,579,285 3,459,936

23a) 235,795 235,795
23 50,453 50,453
23 4,188 4,188
23 122,838 122,838

23f) 63,092 44,092

89,563 85,266

565,929 542,632

25 2,350,433 2,232,705
26 42,674 46,343
27 15,116 15,270
28 - 764
29 8,547 8,359
19 13,850 11,023
40c) 2,908 9,351
30 579,828 593,489

3,013,356 2,917,304

3,579,285 3,459,936

The accounting policies and other explanatory notegages 14 to 114 form an integral part of tHasncial

statements.

10



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Statement of comprehensive income

for the year ended 31 December

Note 2016 2015
HRK’000 HRK’000

Gross premiums written 31 591,752 544,984
Written premiums ceded to reinsurers 31 (163,788) (171,655)
Net premiums written 427,964 373,329
Change in the gross provision for unearned premiums 31 (2,901) (7,270)
Reinsurers’ share of change in the provision foranmed premiums 31 (1,782) 1,111
Net earned premiums 423,281 367,170

Fees and commission income 32 49,754 52,255

Financial income 33 153,404 150,133

Other operating income 34 7,797 8,152

Operating income 634,236 577,710

Claims and benefits incurred 35 (460,036) (406,621)
Reinsurers’ share of claims and benefits incurred 35 116,680 117,298
Net policyholder claims and benefits incurred (343,356) (289,323)
Acquisition costs 36 (106,055) (98,465)
Administrative expenses 37 (97,413) (103,340)
Other operating expenses 38 (22,504) (24,624)
Financial expenses 39 (28,388) (27,941)
Profit before income tax 36,520 34,017

Income tax expense 40a) (10,425) (7,452)
Profit for the year 26,095 26,565

Other comprehensive income for the year
Items that may be reclassified subsequently to profit or loss

Change in fair value of available-for-sale finaneasets, net of amounts realised

and net of deferred tax 19,000 (18,919)
Total comprehensive income for the year 45,095 7,646
Earnings per share HRK HRK
Basic and diluted earnings per share 24 70 71

The accounting policies and other explanatory notepages 14 to 114 form an integral part of tHesmncial
statements.

11



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Statement of changes in equity

At 1 January 2015

Total comprehensive income for the year
Profit for the year

Other comprehensive income

Change in fair value of available-for-sale finaheissets, net
of amounts realised and impairment (Note 23 f)

Deferred tax on change in fair value of availaldedale
financial assets, net of amounts realised and inmzait,
including change in income tax rate (Note 23 f)

Total other comprehensive income

Total comprehensive income for the year

Transactions with owners recognised directly in eqjty
Dividends for 2014 (Note 23 e)

At 31 December 2015

At 1 January 2016

Total comprehensive income for the year
Profit for the year

Other comprehensive income

Change in fair value of available-for-sale finaheissets, net
of amounts realised and impairment (Note 23 f)

Deferred tax on change in fair value of availaldedale
financial assets, net of amounts realised and imzait
including change in income tax rate (Note 23 f)

Total other comprehensive income

Total comprehensive income for the year

Transactions with owners recognised directly in eqjty
Dividends for 2015 (Note 23 e)

At 31 December 2016

Legal and
Share Capital  statutory Other Fairvalue Retained
capital reserves reserve reserves reserve  earnings Total
HRK'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK000 HRK'000
235,795 50,453 4,188 122,838 63,011 79,604 555,889
- - - - - 26,565 26,565
. - - - (23,649) - (23,649)
- - - - 4,730 - 4,730
- - - - (18,919) - (18,919)
- - - - (18,919) 26,565 7,646
- - - - - (20,903) (20,903)
235,795 50,453 4,188 122,838 44,092 85,266 542,632
235,795 50,453 4,188 122,838 44,092 85,266 542,632
- - - - - 26,095 26,095
- - - - 21,827 - 21,827
- - - - (2,827) - (2,827)
- - - - 19,000 - 19,000
- - - - 1900 26,095 45,095
- - - - - (21,798) (21,798)
235,795 50,453 4,188 122,838 63,092 89,563 565,929

The accounting policies and other explanatory notepages 14 to 114 form an integral part of tHigsancial statements.
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Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Statement of cash flows
for the year ended 31 December
Note 2016 2015

HRK’000 HRK’000
Cash flows from operating activities

Profit for the year before tax 36,520 34,017
Adjustments for:
Depreciation and impairment losses on propertyeandpment 12,13 11,702 14,144
Amortisation and impairment losses on intangibkets 15 2,848 1,536
Change in deferred acquisition costs 14 (3,094) (5,795)
Depreciation of small inventory 191 378
Impairment losses on financial assets 39 1,369 5,181
Impairment losses on investment in associate 39 - 6
Impairment losses on insurance and other receisable 20,38,39 (979) 2,141
Net fair value gains on financial assets 33 (39,767) (30,640)
Net foreign exchange losses 39 9,304 2,351
Dividend income 33 (1,022) (680)
Interest income 33 (108,648) (114,938)
Interest expense 39 10,572 13,086
Profit on disposal of equipment 34 (528) (700)
Net loss on disposal of investment property 39 493 -
Provisions for liabilities and charges 29 328 1,008
Equipment write off 38 415 633
Changes in operating assets and liabilities
Net decrease in held-to-maturity investments 606 20,665
Net decrease / (increase) in available-for-sakenioial assets 47,447 (3,761)
Net increase in financial assets at fair valueubhoprofit or loss (157,789) (2,706)
Net decrease / (increase) in loans and receivables 3,638 (41,119)
Net decrease / (increase) in investment property 14,096 (471)
Net (increase) / decrease in reinsurance shaselmical provisions (8,832) 14,428
Net decrease / (increase) in receivables and asats 12,129 (8,877)
Net decrease in assets held for sale 4,727 2,189
Net increase in technical provisions 114,061 36,175
Net (decrease) / increase in insurance and othlatifies (4,698) 31,385
Interest received 118,501 117,204
Interest paid (10,664) (12,918)
Dividend received 1,022 680
Income tax paid (17,756) (1,423)
Net cash from operations 36,192 73,179
Cash flow from investing activities
Purchases of property and equipment (2,322) (3,162)
Purchases of other intangible assets (4,819) (2,614)
Proceeds from sale of equipment 551 923
Net cash used in investing activities (6,590) (4,853)
Cash flows from financing activities
Repayment of borrowings (767) (48,545)
Dividends paid (21,798) (20,903)
Net cash used in financing activities (22,565) (69,448)
Net decrease in cash and cash equivalents 7,037 (1,122)
Cash and cash equivalents at 1 January 5,693 6,815
Cash and cash equivalents at 31 December 22 12,730 5,693

The accounting policies and other explanatory notepages 14 to 114 form an integral part of tHesmncial
statements.
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Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Notes to the financial statements

1 Reporting entity

Wiener osiguranje Vienna Insurance Group d.d. {@®mpany”) whose registered address is at Slovenbkka 24,
Zagreb is a joint stock company incorporated andhidibed in Croatia. The former name of the Compavas
Kvarner Vienna Insurance Group d.d. which was ckdrigto Wiener osiguranje Vienna Insurance Grouap as of
31 May 2013.

The Company is a composite insurer offering lifel aron-life insurance products in Croatia, regulagdthe
Croatian Financial Services Supervision Agency (NM#2QA” or “the Agency”).

The Company’s major shareholder (99.47% of votights) is Vienna Insurance Group AG Wiener Versiohg
Gruppe, which is a joint stock company, incorpadatnd domiciled in Austria, Vienna and ultimate qudr
company is Wiener Stadtische Wechselseitiger Vieesimgsverein — Vermdgensverwaltung — Vienna Inmgiga
Group, mutual insurance association, founded amdidied in Vienna, Austria.

As of 1 October 2015, following a decision of thejority shareholder to undertake a reorganizatibrito
operations in Croatia, a daughter company Wiendretieine d.o.o. (“Wiener nekretnine”) was legallnda
operationally merged into the Company, as a refuithich Wiener nekretnine ceased to exist as arsép legal
entity. Prior to the merger, Wiener nekretnine wdisnited liability company domiciled in CroatiaDQ% owned by
the Company. The effects of the merger are seindubtes 2 (e) and 11.

2 Basis of preparation

(a) Statement of compliance

These financial statements have been preparedcoragance with International Financial Reportingnstards as
adopted by the European Union (“IFRS” as adopte& by

The financial statements were authorised for i¥sguthe Management Board on 21 March 2017 for apgroy the
Supervisory Board.

(b) Basis of measurement

These financial statements are prepared on a icstar amortised cost basis except for the follggvassets which
are measured at their fair value: available-foe-$alancial assets and financial assets at fairevétirough profit or
loss.

(c) Functional and presentation currency

The financial statements are presented in the weyref the primary economic environment in whick thompany
operates (“the functional currency”), Croatian kftdRK"), rounded to the nearest thousand.

(d) Use of estimates and judgements

The preparation of financial statements in conftymiith IFRS as adopted by EU requires managenmentake
judgments, estimates and assumptions that affectapiplication of accounting policies and reportetbants of
assets, liabilities, income and expenses. The agtBrand associated assumptions are based oridailséxperience
and various other factors that are believed toebsanable under the circumstances, and informatiaitable at the
date of preparation of the financial statements,résults of which form the basis of making thegjmeénts about
carrying values of assets and liabilities that rmoe readily apparent from other sources. Actuallltesmay differ
from these estimates.
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Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

2 Basis of preparation (continued)

(d) Use of estimates and judgements (continued)

The estimates and underlying assumptions are redem an ongoing basis. Revisions to accountirignasts are
recognised in the period in which the estimateegised and any future periods affected. Informataout
judgments made by management in the applicatiolfrRE as adopted by EU that have significant eftecthe
financial statements and information about estisittat have a significant risk of resulting in atenel adjustment
within the next financial year are included in Ndte

(e) Legal merger with Wiener nekretnine d.o.o.

As of 1 October 2015, based on a decision of mglareholder, Wiener nekretnine was legally mergead the
Company and ceased to exist as a separate legapanational entity.

The assets and liabilities acquired as a resuthefmerger were recognised at the carrying amowgatsgnised
immediately prior to the merger in the financiadtstments of Wiener nekretnine. The merger was atedifor at
the carrying amounts given that the merger involeeinpanies under common control i.e. the combining
companies were ultimately controlled by the samayplaoth before and after the merger, and thatrobig not
transitory. The components of equity of Wiener ethkine were added to the same components within the
Company’s equity. Issued capital of Wiener nekregnivas eliminated on merger against the Company&stment

in Wiener nekretnine. The assets, liabilities angiity assumed on merger are summarised in NoteThé.
comparative figures of the statement of financiabifion reflect the position of the consolidatedtsient of
financial position as at 31 December 2015. The @atpve figures relating to the statement of corhprsive
income, statement of changes in equity, and statera& changes in cash flows reflect the position tlodé
consolidated statement of comprehensive incomesdliolated statement of changes in equity and cdizdetl
statement of changes in cash flows taking into aetthe legal merger with Wiener nekretnine d.o.o..

(H Comparatives

In 2016, the Company changed classification of wextrinterest from “Insurance and other receivables”
respective position within “Held-to-maturity investnts”, ‘Available-for-sale financial assets” ang.oans and
receivables. The effects of these changes on comparative diguf statement of financial position as at 31
December 2015 are stated in a table below. There we effect on total profit or loss or other coefpensive
income for the year ended 31 December 2015.

As originaly Reported as
reported Reclassification comparative
2015 2015 2016
HRK’000 HRK’000 HRK’000
Held-to-maturity investments 930,431 19,349 949,780
Available-for-sale financial assets 1,042,650 21,476 1,064,126
Loans and receivables 204,148 15,745 219,893
Insurance and other receivables 246,790 (56,570) 0,229
2,424,019 - 2,424,019
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Basis of preparation (continued)

(g) New standards and interpretations

Initial application of new amendmentsto the existing standards effective for the current reporting
period

The following amendments to the existing standartsnew interpretation issued by the Internatiédwalounting
Standards Board (IASB) and adopted by the EU deetafe for the current reporting period:

Amendments to IFRS 10 “Consolidated Financial $tetets”, IFRS 12 “Disclosure of Interests in Other
Entities” and IAS 28 “Investments in Associates aluint Ventures” - Investment Entities: Applyingeth
Consolidation Exception - adopted by the EU on 8@t8mber 2016 (effective for annual periods begigmin

or after 1 January 2016),

Amendments to IFRS 11 “Joint Arrangements” — Acamgfor Acquisitions of Interests in Joint Opecats
- adopted by the EU on 24 November 2015 (effedtiveannual periods beginning on or after 1 Jan2éx6),

Amendments to IAS 1 “Presentation of Financial &tants” - Disclosure Initiative - adopted by the Bt
18 December 2015 (effective for annual periodsrr@gg on or after 1 January 2016),

Amendments to IAS 16 “Property, Plant and Equiprhamid IAS 38 “Intangible Assets” - Clarification of
Acceptable Methods of Depreciation and Amortisati@adopted by the EU on 2 December 2015 (effedtive
annual periods beginning on or after 1 January 016

Amendments to IAS 16 “Property, Plant and Equiprhand IAS 41 “Agriculture” - Bearer Plants - adogte
by the EU on 23 November 2015 (effective for anmpeaiods beginning on or after 1 January 2016),

Amendments to IAS 19 “Employee Benefits” - DefinBdnefit Plans: Employee Contributions - adopted by
the EU on 17 December 2014 (effective for annuabpls beginning on or after 1 February 2015),

Amendments to IAS 27 “Separate Financial StatemenEgjuity Method in Separate Financial Statements
adopted by the EU on 18 December 2015 (effectivafmual periods beginning on or after 1 Januafy620

Amendments to various standards “Improvements RSK- (cycle 2010-2012)” resulting from the annual
improvement project of IFRS (IFRS 2, IFRS 3, IFRSFRRS 13, IAS 16, IAS 24 and IAS 38) primarily tvia
view to removing inconsistencies and clarifying diog - adopted by the EU on 17 December 2014
(amendments are to be applied for annual periogmbigg on or after 1 February 2015),

Amendments to various standards “Improvements RSK- (cycle 2012-2014)” resulting from the annual
improvement project of IFRS (IFRS 5, IFRS 7, IAS 48d IAS 34) primarily with a view to removing
inconsistencies and clarifying wording - adoptedthg EU on 15 December 2015 (amendments are to be
applied for annual periods beginning on or aftdafuary 2016).

The adoption of these amendments to the existangdsirds has not led to any material changes i@tmepany’s
financial statements.
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2 Basis of preparation (continued)

(g) New standards and interpretations (continued)

Standards and amendments to the existing standards issued by | ASB and adopted by the EU but not yet effective

At the date of authorisation of these financiatest@nts, the following new standards and amendntestaindards
issued by IASB and adopted by the EU are not yettve:

IFRS 9 “Financial Instruments” - adopted by the Bl 22 November 2016 (effective for annual periods
beginning on or after 1 January 2018),

IFRS 15 “Revenue from Contracts with Customers” amndments to IFRS 15 “Effective date of IFRS 415"
adopted by the EU on 22 September 2016 (effectivarinual periods beginning on or after 1 Janu@is?

New standards and amendments to the existing standards issued by | ASB but not yet adopted by the

EU

At present, IFRS as adopted by the EU do not sagmifly differ from regulations adopted by the hnigtional
Accounting Standards Board (IASB) except for théofeing new standards, amendments to the existiagdards
and new interpretation, which were not endorsedi$arin EU as at 21 March 2017 (the effective dsti@ted below
is for IFRS in full):

IFRS 14 “Regulatory Deferral Accounts” (effectivar fannual periods beginning on or after 1 Janu8f6? -
the European Commission has decided not to laumetendorsement process of this interim standard@and
wait for the final standard,

IFRS 16 “Leases” (effective for annual periods nagig on or after 1 January 2019),

Amendments to IFRS 2 “Share-based Payment” - Gleag8on and Measurement of Share-based Payment
Transactions (effective for annual periods begigran or after 1 January 2018),

Amendments to IFRS 4 “Insurance Contracts” - ApmdyilFRS 9 Financial Instruments with IFRS 4
Insurance Contracts (effective for annual periodgitning on or after 1 January 2018 or when IFRS 9
“Financial Instruments” is applied first time),

Amendments to IFRS 10 “Consolidated Financial $tatets” and IAS 28 “Investments in Associates and
Joint Ventures” - Sale or Contribution of Assetéwmen an Investor and its Associate or Joint Venamd
further amendments (effective date deferred indefin until the research project on the equity roethhas-
been concluded),

Amendments to IFRS 15 “Revenue from Contracts Witistomers” - Clarifications to IFRS 15 Revenue from
Contracts with Customers (effective for annual @ésibeginning on or after 1 January 2018),

Amendments to IAS 7 “Statement of Cash Flows” - disure Initiative (effective for annual periods
beginning on or after 1 January 2017),

Amendments to IAS 12 “Income Taxes” - Recognitioh eferred Tax Assets for Unrealised Losses
(effective for annual periods beginning on or aftefanuary 2017),

Amendments to IAS 40 “Investment Property” - Tramsfof Investment Property (effective for annuaiquts
beginning on or after 1 January 2018),
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31 December 2016

2 Basis of preparation (continued)
(g) New standards and interpretations (continued)

New standards and amendments to the existing standards issued by | ASB but not yet adopted by the
EU (continued)

At present, IFRS as adopted by the EU do not sagmfly differ from regulations adopted by the hniztional
Accounting Standards Board (IASB) except for théofeing new standards, amendments to the existiagdards
and new interpretation, which were not endorsedul® in EU as at 21 March 2017 (the effective slatated
below is for IFRS in full) (continued):

« Amendments to various standards “Improvements ®SK- (cycle 2014-2016)" resulting from the annual
improvement project of IFRS (IFRS 1, IFRS 12 an&I28) primarily with a view to removing inconsistéss
and clarifying wording (amendments to IFRS 12 ardé¢ applied for annual periods beginning on oeraft
January 2017 and amendments to IFRS 1 and IAS&@&dre applied for annual periods beginning oaftar
1 January 2018),

« |IFRIC 22 “Foreign Currency Transactions and Advari@ensideration” (effective for annual periods
beginning on or after 1 January 2018).

The Company anticipates that the adoption of these standards and amendments to the existing stisdall
have no material impact on the financial statemeftee Company in the period of initial applicatiddedge
accounting for a portfolio of financial assets diadilities whose principles have not been adojgthe EU
remains unregulated.

According to the Company’s estimates, the applicatf hedge accounting to a portfolio of financéalsets or
liabilities pursuant to IAS 39: “Financial Instrunis: Recognition and Measurement” would not sigaifitly
impact the financial statements, if applied ahathialance sheet date.
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3  Significant accounting policies
(@) Property and equipment
Property and equipment are held for use in theigiamv of services or for administrative purposes.

Recognition and measurement
Items of property and equipment are measured alesssaccumulated depreciation and impairmenekss

Cost includes expenditures that are directly atteble to the acquisition of the asset. If sigaifit parts of an item
of property and equipment have different usefutdivthey are accounted for as separate items (majoponents)
of property and equipment.

Gains and losses on disposals are determined bgararg proceeds with carrying amount of the relatsset, and
are included in profit or loss.

Reclassification to investment property

When the use of property changes from owner-ocdupieinvestment property, the property is reclasgifas
investment property with unchanged carrying amadtansferred property.

Subsequent costs

The cost of replacing a component of an item opprty or equipment is recognised in the carryingpamnt of the
item if it is probable that the future economic bfits embodied within the component will flow toetiCompany,
and its cost can be measured reliably. The carrgimgunt of the replaced component is derecognigeel costs of
the day-to-day servicing of property and equipnaatrecognised in profit or loss as incurred.

Depreciation

Depreciation is recognised in profit or loss orraight-line basis over the estimated useful ligésach component
of an item of property and equipment. Land andtasseguired but not brought into use are not dégbest.

The estimated useful lives of significant itemsuodperty and equipment are as follows:

2016 2015
Buildings 50 years 50 years
Equipment and furniture 4 -10 years 4 -10 years
Motor vehicles 5 years 5 years
Leasehold improvements over the period of the leaseer the period of the lease

An asset’s carrying amount is written down immegliato its recoverable amount if the asset’s cagyamount is
greater than its estimated recoverable amount.

Depreciation methods, useful lives and residuaueslare reviewed at each reporting date and adjuéte
appropriate.
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3 Significant accounting policies (continued)

(b) Investment property

Investment property is property held either to eamtal income or for capital appreciation or fothy but not for
sale in the ordinary course of business, use iplgugf services or for administrative purposes. Twmnpany also
holds some investment property acquired througtettiercement of security over mortgage loans tacpboblders.

Investment property is measured at cost less adetmau depreciation and impairment losses. Costuded
expenditure that is directly attributable to thguisition of the investment property. Any gain oss$ on disposal of
an investment property (calculated as the diffeedretween the net proceeds from disposal and thgrcgamount
of the item) is recognised in profit or loss.

When the use of investment property changes fromesiment property to owner-occupied, the propesty i
reclassified as owner-occupied with unchanged oagrgmount of transferred property.

Depreciation is provided on all investment propeecept for investment property not yet brought inse, on a
straight-line basis at prescribed rates designedriie off the cost over the estimated useful lifethe asset as
follows:

2016 2015

Investment property 50 years 50 years

(c) Intangible assets: Deferred acquisition costs (DAG} insurance contracts

Those direct and indirect costs incurred duringfthancial period arising from actually acquiring ®newing of
insurance contracts are capitalised as an intangibdet (DAC) to the extent that these costs amveeable out of
future premiums from insurance contract. All othequisition costs are recognised as an expense inberred.
DAC is amortised over the terms of the policiep@asnium is earned.

Costs subject to deferral include: employee, agegnbroker commissions for successful contract agtjoins,
renewal commissions, bonuses to agents or brogerpn of employees’ salaries and bonuses reldabngdefined
acquisition activities that lead to the succes#albiance or renewal of an insurance contract, @cinissuance
material costs, advertising costs and other adipnisicosts which result directly from and are efisério the
contract transaction and would not have been ieduby the Company had that contract transactiomomirred.

For life assurance business, except part of lferrproducts, acquisition costs are taken into @aicim calculating
life provisions by means of Zillmerisation. As suehseparate deferred acquisition cost asset éolifthassurance
business is not recognised at the reporting date.

The recoverable amount of deferred acquisition cistassessed at each reporting date as part diathikty
adequacy test.

(d) Other intangible assets

Goodwill

All business combinations are accounted for by ypglthe acquisition method. Goodwill arising orgaisition

represents the excess of the cost of acquisiti@r the fair value of the Company’s share of theeulythg net
identifiable assets acquired, including intangiaésets, at the date of acquisition. Bargain pueclgain arising on
an acquisition is recognised directly in profitloss.

Goodwill represents amounts arising on acquisitibsubsidiaries and is included in intangible asset

Goodwill is stated at cost less any accumulatedaimpent losses. Goodwill is allocated to cash-gativey units or
groups of cash-generating units that are expectdzbnefit from the business combination in whicé gfoodwill
arose. Goodwill is not amortised but is tested atipdior impairment (Note 4.2). Impairment lossesgnodwill are
not reversed.
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3 Significant accounting policies (continued)

(d) Other intangible assets (continued)

Acquired present value of in-force business

Insurance contracts acquired in business combimatand portfolio transfers are measured at faivevat the
acquisition date. The difference between the failue of the insurance contracts and the liabilityasured in
accordance with the accounting policies for theiiasce contracts is recorded as the acquired greakre of in-
force business (“acquired PVIF”) and is amortisedrahe estimated life of the insurance contrdtts. tested for
impairment at each reporting date. Best estimateadal assumptions for interest, mortality, peesisy and
expenses are used in calculating acquired PVIF.

Other intangible assets

Other intangible assets that are acquired by thep@oy and have finite useful lives, are measurecbat less
accumulated amortisation and impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalised only whémcieases the future economic benefits embodigddrspecific
asset to which it relates. All other expenditureeisognised in profit or loss when incurred.

Amortisation

Amortisation is recognised in profit or loss onteaight-line basis over the estimated useful lieédntangible
assets, other than goodwill, from the date that "#re available for use. Assets acquired but nmidpint into use are
not depreciated. The estimated useful lives afelksvs:

2016 2015
Software 4 years 4 years
Acquired present value of in-force business 10gear 10 years

Amortisation methods and useful lives are reassess®l adjusted if appropriate, at each reportatg.dsains and
losses on disposals are determined by comparingepds with the carrying amount, and are includegrdfit or
loss.

(e) Non-current assets and disposal groups classified aeld for sale

Non-current assets or disposal groups comprisisgtasand liabilities that are expected to be remalverimarily

through sale rather than through continuing useckssified as held for sale. Immediately befowssification as
held for sale, the assets (or components of a si@dpgroup) are remeasured in accordance with thep@oy’s

accounting policies. Thereafter, the assets (qradial group of assets and liabilities) are measatete lower of
their carrying amount and fair value less costeih $mpairment losses on initial classificationtedd for sale and
subsequent gains or losses on remeasurement agniged in profit or loss. Gains are not recogniseeixcess of
any cumulative impairment loss.
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3 Significant accounting policies (continued)

()  Financial instruments

Classification and recognition

The Company classifies its financial instrumentshie following categories: financial assets at faitue through
profit or loss, loans and receivables, held-to-mitunvestments, available-for-sale financial d@ssdinancial
liabilities at fair value through profit or lossdnther financial liabilities. The classificatioemgends on the purpose
for which the financial assets and liabilities waeguired. Management determines the classificaifdinancial
assets and financial liabilities at initial recagpm and, where appropriate, re-evaluates thigydesion.

Reclassification

In 2011 and 2012, the Company reclassified paitscdvailable-for-sale financial assets, for whichas the intent
and ability to hold to maturity, in the categorytafid-to-maturity investments.

On reclassification of the available-for-sale fineh assets to held-to-maturity category, the Yailue of financial
asset available for sale immediately prior to tleelassification becomes the new amortised costiowirlg
reclassification of a financial asset with a fixesaturity, any gain or loss previously recognised oither
comprehensive income, and the difference betweemdéwly established cost and the maturity amoustbath
amortised over the remaining term of the finanaisdet using the effective interest method. Fonanfiial asset
with no stated maturity, any gain or loss previgusicognised in other comprehensive income is ssiflad from
equity to profit or loss when the financial assetlisposed of or impaired. The impact of the abeetassifications
is shown in Note 17.

Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities at fzatue through profit or loss are financial asseltéctv are classified as
held for trading or on initial recognition desigedtby the Company as at fair value through prafitoss. The
Company does not apply hedge accounting.

As stated above, this category has two sub-categdiinancial instruments held for trading, andsthaesignated

by management as at fair value through profit es lat inception. Trading assets are those assgtththCompany

acquires or incurs principally for the purpose ellisg or repurchasing in the near term, or holdsagpart of a

portfolio that is managed together for short-temwfip or position taking.

The Company designates financial assets and fiablnabilities at fair value through profit or loggen either:

= the assets or liabilities are managed, evaluatddeported internally on a fair value basis; or

= the designation eliminates or significantly reduaesaccounting mismatch which would otherwise anse

= the asset contains an embedded derivative thaffisagrtly modifies the cash flows that would othéser be
required under the contract.

Financial assets at fair value through profit asslanclude equity securities, debt securities anestments in
investment fund units, both for the Company’s owoaant and for the account of policyholders.

The Company does not have financial liabilitiesigiested at fair value through profit or loss exceqaise related to
the unit-linked and index-linked products describedaccounting policy 3(z). Payables arising fromsurance
contracts are accounted for under IFRI®slrance contracts.
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3 Significant accounting policies (continued)

(f) Financial instruments (continued)

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahatejuoted in

an active market, other than:

* those that the entity intends to sell immediatelynathe near term, which are classified as hetdrading, and
those that the management upon initial recognifiesignates as at fair value through profit or loss;

* those that the entity upon initial recognition desites as available for sale; or

* those for which the holder may not recover subghtytall of its initial investment, other than kacse of credit
deterioration, which are classified as availablestde.

Loans and receivables arise when the Company msviadbney to a debtor with no intention of tradinghwhe
receivable and include deposits with banks, modgagns and advances to policyholders from thed#feurance
provision. Receivables arising from insurance @it are accounted for under IFRBhgurance Contracts.

Held-to-maturity investments

Held-to-maturity investments are non-derivativeafigial assets with fixed or determinable payment$ fixed
maturity other than those that meet definitionadrs and receivables that the Company has thaveositention
and ability to hold to maturity. Any sale or reddation of a significant amount of held-to-matyrinvestments
not close to their maturity would result in the lassification of all held-to-maturity investments available-for-
sale, and prevent the Company from classifying shwent securities as held-to-maturity for the aurr@nd the
following two financial years. Held-to-maturity isstments include government debt securities.

Available-for-sale financial assets

Available-for-sale financial assets are non-deieafinancial assets that are designated in thisegoay or not
classified in any of the other categories. Findressets designated as available for sale aredateto be held for
an indefinite period of time, but may be sold ispense to needs for liquidity or changes in interates, foreign
exchange rates, or equity prices. Available-foedatancial assets include investments in debtri#ezs) equity
securities and investment funds.

Other financial liabilities

Other financial liabilities comprise all financibhbilities which are not designated at fair vatheough profit or
loss. Other financial liabilities are disclosedtive statement of financial position under line itdmsurance and
other payables”.

Recognition and derecognition

Purchases and sales of financial assets availabkale, financial assets at fair value througHipoo loss and held-
to-maturity investments are recognised on the tdade which is the date that the Company beconpesty to the
contractual provisions of the investment. Loans egakivables and other financial liabilities cadrigt amortised
cost are recognised when advanced to borrowersceived from lenders.

The Company derecognises financial assets (inofuflart) when the contractual rights to receivehdbsws from
the financial assets have expired or when it lasggrol over the contractual rights on those finanassets. This
occurs when the Company transfers substantiallthellrisks and rewards of ownership to anothernmss entity
and loses control over these assets or when thisrége realised, surrendered or have expired.

The Company derecognises financial liabilities owllgen the financial liability ceases to exist, ivehen it is
discharged, cancelled or has expired. If the teofna financial liability substantially change, tl@®mpany will
cease recognising that liability and will instargansly recognise a new financial liability, withwéerms and
conditions.
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(f) Financial instruments (continued)

Initial and subsequent measurement

Financial assets and liabilities are recognisetaity at their fair value plus, in the case ofimahcial asset or
financial liability not at fair value through profor loss, transaction costs that are directlyikattable to the
acquisition or issue of the financial asset oriiitial liability.

After initial recognition, the Company measuresfinial assets at fair value through profit or lasd available for
sale at their fair value, without any deduction deiling costs. If the market for a financial adsetot active (and
for unlisted securities), or if, for any other reas, the fair value cannot be reliably measurednhyket price, the
Company establishes fair value by using valuatehniques. These include the use of prices achigvegcent
arm’s length transactions, reference to other umsémts that are substantially the same, and disedwash flow
analysis.

Loans and receivables and held-to-maturity investn@re measured at amortised cost less impairtoeses.
Other financial liabilities are measured at amedisost. Premiums and discounts, including initehsaction costs,
are included in the carrying amount of the relatstrument and amortised based on the effectierant rate of the
instrument.

Gains and losses

Gains and losses arising from a change in thevdire of financial assets at fair value throughfipiar loss are
recognised in the profit or loss.

Gains or losses arising from a change in the falues of available-for-sale are recognised diredtlyother

comprehensive income. Impairment losses, foreigiha&xge gains and losses, interest income and aatioti of

premium or discount using the effective interesthnod on available-for-sale monetary assets aregresed in

profit or loss. For non-monetary financial asseisilable for sale all changes in fair value, inéhgithose related to
translation difference, are recognised in other m@iensive income. Upon sale or other de-recognitib

available-for-sale financial assets, any cumulatigéns or losses on the instrument are transfein@d other

comprehensive income to profit or loss.

Interest income on monetary assets at fair valveutth profit and loss is recognised as interesprime at the
coupon interest rate.

Gains and losses on financial instruments carrieghertised cost may also arise, and are recogmispdofit or
loss, when a financial instrument is derecognigedt®n its value is impaired.

Apart from gains and losses arising from the chaingiir value of available-for-sale financial assavhich are
recognised in other comprehensive income, as destabove, all other gains and losses and intaresecognised
in profit or loss under line items “Financial incetr(Note 33) and “Financial expense” (Note 39).

Fair value measurement principles

Fair value is the price that would be receiveddlb an asset or paid to transfer a liability in@uderly transaction
between market participants at the measurementiddtee principal or, in its absence, the most atkgeous
market to which the Company has access at the dhtefair value of liability reflects its non-perfoance risk.
When available, the Company measures the fair vaflien instrument using the quoted price in anvactharket
for that instrument.

In accordance with HANFA valuation rules the foliog prices are used: average weighted mid priceddmestic
debt and equity securities, closing bid prices s$ecurities of foreign issuers and prices quoted et by
investment management companies for units in imvesst funds.

A market is regarded as active if transactionstfar asset or liability take place with sufficiemeduency and
volume to provide pricing information on an ongolvesis.

If there is no quoted price in an active markegnthhe Fund uses valuation techniques that maxithesaise of
relevant observable inputs and minimise the usmobservable inputs.
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(f) Financial instruments (continued)

Fair value measurement principles (continued)

Where discounted cash flow techniques are usetmasid future cash flows are based on managembats
estimate and the discount rate is a market ratécapfe at the reporting date for a financial iostent with similar
terms and conditions.

Impairment of financial assets

At each reporting date, the Company assesses withtre is objective evidence that financial assetscarried at
fair value through profit or loss are impaired. &figial assets are impaired when objective evideleceonstrates
that a loss event has occurred after the initiedgaition of the asset, and that the loss evenaheegjative effect on
the estimated future cash flows on the asset trabe estimated reliably.

Objective evidence that financial assets are ingglagan include significant financial difficulty tfie borrower or
issuer, default or delinquency by a borrower, testiring of a loan or advance by the Company omgethat the
Company would not otherwise consider, indicatiohatta borrower or issuer will enter bankruptcy, the
disappearance of an active market for a securitygtioer observable data relating to a group oftassech as
adverse changes in the payment status of borrosveissuers in the group, or economic conditions tuarelate
with defaults in the group.

Impairment losses on assets carried at amortisgtdace measured as the difference between theirguaynount of

the financial assets and the present value of astuncash flows discounted at the assets’ origifiattive interest

rate. Losses are recognised in profit or loss aildated in an allowance account against loans ahdinces.

Interest income on the impaired asset continudsetoecognised through the unwinding of the discowten a

subsequent event causes the amount of impairmenfdo a financial asset carried at amortised toodecrease, the
impairment loss is reversed through profit or loss.

In the case of equity investments classified aslahla for sale, a significant or prolonged declinghe fair value

of the investment below its original cost is coesatl in determining whether the assets are impaifethy such

evidence exists for available-for-sale equity siies, the cumulative loss, measured as the diff@ebetween the
acquisition cost and the current fair value, lasg impairment loss on that financial asset previposcognised in
profit or loss, is removed from other comprehensieome and recognised in profit or loss. Impairtmiesses

recognised in profit or loss on equity securities aot subsequently reversed through profit or, lbss all value

increases until the final sale are recognisedlierotomprehensive income.

If, in a subsequent period, the fair value of atdebtrument classified as available for sale iases and the
increase can be objectively related to an eventiroiog after the impairment loss was recognisegrifit or loss,
the impairment loss is reversed through profitassl Changes in impairment provisions attributabléhe time
value of money are reflected as a component ofédeténcome.

Foecific instruments

Embedded derivatives within insurance and investment contracts

Sometimes, a derivative may be a component of aicdhybombined) financial instrument or insurancatcact that
includes both the derivative and host contract Witheffect that some of the cash flows of the doetbinstrument
vary in a similar way to a stand-alone derivatiSach derivatives are sometimes known as ,embeddeadatives".

Embedded derivatives are separated from their dergract, measured at fair value and changes inftie value
included in profit or loss if they meet the follawg conditions:

* the economic characteristics and risks of the ewhbedderivatives are not closely related to the ecoa
characteristics and risks of the host contract,

* a separate instrument with the same terms as theddrd derivative would meet the definition of aivdsive
and,

* the hybrid instrument is not measured at fair valnd changes in its fair value are not recognisggrfit or
loss.
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(f) Financial instruments (continued)
Soecific instruments (continued)

Embedded derivatives within insurance and investment contracts (continued)

Embedded derivatives which satisfy the definitidran insurance contract do not need to be sepafaigdtheir
host contract. In addition, the Company took adzgetof the following exemptions available withirRIE 4:

* not to separate and measure at fair value a palidgh's option to surrender an insurance conti@caffixed
amount (or for an amount based on a fixed amouditaaminterest rate) even if the exercise pricesdiffrom
the carrying amount of the host insurance liahility

* not to separate and measure at fair value a palidgiis option to surrender contracts with discnedry
participation features.

Debt securities

Debt securities are classified as financial assetsir value through profit or loss, held to m#yuor available-for-
sale financial assets, depending on the purposstfmh the debt security was acquired.

Deposits with banks

Deposits with banks are classified as loans aneivables and are carried at amortised cost lessngpgirment.

Loansto customers

Loans to customers are classified as loans andvedides and presented net of impairment allowatzesflect the

estimated recoverable amounts.

Equity securities

Equity securities are classified as financial assétfair value through profit or loss or availafde-sale financial

assets and carried at fair value, unless there i®limble measure of the fair value, in which cegaity securities
are stated at cost, less impairment.

I nvestmentsin investment funds

Investments in investment funds are classifiedresitial assets at fair value through profit oslasd as available-
for-sale financial assets and are carried at ctfagmnvalue.

I nvestments held on account and at risk of life assurance policyholders

Investments held on account and at the risk ofdgsurance policyholders comprise policyholdergégtments in
unit-linked products and index-linked products amd classified as financial assets at fair valueutph profit or
loss.

Trade and other receivables

Trade and other receivables are stated at theirte®a cost less impairment losses. Trade and o#oeivables are
classified as loans and receivables.
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(f) Financial instruments (continued)

Soecific instruments (continued)

I nvestment in associate

Investment in associate is accounted at cost tegairment.

Loans, borrowings and subordinated debt

Interest-bearing loans, borrowings and subordinatedt are recognised initially at fair value ledgilautable
transaction costs. Subsequent to initial recogmjtioterest-bearing loans and borrowings are stateaimortised
cost with any difference between proceeds (lessbatable transaction costs) and redemption valeed
recognised in profit or loss over the term of tleerbwings on an effective interest basis.

Trade and other payables

Trade and other payables are initially recognigefhia value and then subsequently at amortised. doade and
other payables are classified as other liabilities.

Offsetting of financial instruments

Financial assets and liabilities are offset andrteeamount reported in the statement of finangadition when
there is a legally enforceable right to offset theognised amounts and there is an intention te st a net basis,
or realise the asset and settle the liability stemdously.

Income and expenses are presented on a net basistoen permitted by the accounting standardsuificlg gains
and losses arising from a group of similar trarieast

(g) Leased assets

Leases in terms of which the Company assumes stiadipall the risks and rewards of ownership elessified as
finance leases. The Company does not have suatslehshe reporting date.

Other leases are operating leases where leasetd assenot recognised on the Company’s statemefihafcial
position. The accounting policy for recognising sie@ costs is described in accounting policy 3 (mder
Operating lease payments.

(h) Cash and cash equivalents

For the purpose of the statement of financial pmsiand cash flow statement, cash and cash equoigat®@mprise
cash with banks and cash in hand.
() Employee benefits

Defined contribution plans

Obligations for contributions to defined contrilmrtipension plans are recognised as an expensefinqrloss as
incurred.
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() Employee benefits (continued)

Jubilee awards and termination benefits

Liabilities based on other long-term employee bigniesuch as jubilee awards and statutory ternonalienefits,
are recorded as the net present value of theitialidr defined benefits at the reporting date. hejected credit
unit method is used for the calculation of the pres/alue of the liability. The market yield on gomment bonds
on the reported date is used as the discount rate.

Termination benefits are recognised as an expehsa whe Company is committed demonstrably, witleatistic
possibility of withdrawal, to a formal detailed pl&ither to terminate employment before the norratitement
date, or to provide termination benefits as a tesfuhn offer made to encourage voluntary redungafermination
benefits for voluntary redundancies are recognitte Company has made an offer of voluntary redunty, it is
probable that the offer will be accepted, and thelmer of acceptances can be estimated reliablyenkfits are
payable more than 12 months after the reporting,daén they are discounted to their present value.

() Income tax

Income tax expense comprises current and defearedricome tax expense is recognised in profibes lexcept to
the extent that it relates to items recognisedctlirén equity, in which case it is recognised ther comprehensive
income.

Current tax is the expected tax payable on thebtaxacome for the year, using tax rates enacteslibstantively
enacted at the reporting date, and any adjustrogaktpayable in respect of previous years.

Deferred tax is recognised in respect of tempodiffgrences between the carrying amounts of assetdiabilities

for financial reporting purposes and the amounedusr taxation purposes. Deferred tax is measatétie tax
rates that are expected to be applied to the teampalifferences when they reverse, based on laatshidve been
enacted or substantively enacted at the reportatg. dA deferred tax asset is recognised to thenexkat it is

probable that future taxable profits will be avhi@against which temporary difference can besgtdli Deferred tax
assets are reviewed at each reporting date anedueed to the extent that it is no longer probdiée the related
tax benefit will be realised.

Deferred tax assets and liabilities are not distedirand are classified as non-current assets andfocurrent
liabilities.

(k) Provisions for liabilities and charges

A provision is recognised if, as a result of a pastnt, the Company has a present legal or comisteuabligation

that can be estimated reliably, and it is probdhét an outflow of economic benefits will be reeairto settle the
obligation. Provisions are determined by discountine expected future cash flows at a pre-tax ttae reflects
current market assessments of the time value oegnand the risks specific to the liability.

Restructuring

A provision for restructuring is recognised whee tBompany has approved a detailed and formal rtsting
plan, and the restructuring either has commenceabserbeen announced publicly. Future operatingscargt not
provided for.

Onerous contracts

A provision for onerous contracts is recognised mtiee expected benefits to be derived by the Comjram a
contract are lower than the unavoidable cost oftimgéts obligations under the contract. The primriss measured
at the present value of the lower of the expeciest of terminating the contract and the expectedcnst of
continuing with the contract. Accounting policy fonerous insurance contracts is disclosed undgrBnéxpired
risk provision.
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() Share capital

Ordinary share capital

Ordinary share capital represents the nominal vafigpaid-in ordinary shares classified as equityl as
denominated in HRK. Incremental costs directlyibtttable to the issue of new shares are shown inte@s
a deduction, net of tax, from the proceeds.

Capital reserves

Capital reserves consist of share premium reserdether payments of shareholders into capitarveseThe share
premium reserve represents the accumulated podiffeeence between the par value of shares isanddhe amount
received upon issue of share capital.

Repurchase of share capital

When share capital recognised as equity is repaethahe amount of the consideration paid, inclgidiimectly
attributable costs, is recognised as a change uityedqRepurchased shares are classified as treahanes and
presented as a deduction from total equity.

Dividends

Dividends on ordinary share capital are recognesd liability in the period in which they are daed.

Legal reserve

As required by Company Act, the Company is requicedppropriate 5% of its annual net profit intgdéreserves
until they, together with capital reserves, reagh & issued share capital. Legal and capital resefermed under
the Companies Act can be used for covering prioiogdosses up to 5% of issued capital, if theyrayecovered by
profit in the current period or if other reserves aot available.

Other reserves

Other reserves can be used for share capital iserdass coverage or other purposes at the disorefi the
Company’s General Assembly.

Fair value reserve

The fair value reserve represents unrealised nitsgand losses arising from a change in the faluevaf
available-for-sale financial assets, net of relateterred tax.

Retained earnings

Any profit for the year retained after appropria$ois transferred to reserves based on the shaleisol
decision or left in retained earnings. Retainedhizays are available for distribution to sharehosder

(m) Impairment

The carrying amounts of the Company’s assets, dfiaer deferred acquisition costs (see accountinigyp8 (c)),
financial assets (see accounting policy 3 (f)) dederred tax assets (see accounting policy 3 djp, tested for
impairment at each reporting date. If any indicatiof impairment exists, the asset’s recoverable uarnas
estimated. For assets that have an indefinite Us&fuand intangible assets that are not yet add for use, the
recoverable amount is estimated at each reportig d
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(m) Impairment (continued)

An impairment loss is recognised if the carryingoamt of an asset or its cash-generating unit exceed

recoverable amount. A cash-generating unit is thallsst identifiable asset or group of assets gieaerates cash
flows that are largely independent from the Commnther assets and liabilities. Impairment lossesrecognised
in profit or loss. Impairment losses recognisedréspect of cash-generating units are allocatedetluae the

carrying amount of the assets in the unit (groupriofs) on a pro-rata basis.

The recoverable amount of an asset or cash-gemgnatiit is the greater of its value in use anddts value less
costs to sell. In assessing value in use, the atguifuture cash flows are discounted to theirgaresalue using a
pre-tax discount rate that reflects current maalssessments of the time value of money and the sizécific to the
asset.

Impairment losses recognised in prior periods asessed at each reporting date for any indicati@ighe loss has
decreased or no longer exists. An impairment leseversed if there has been a change in the ¢etmiged to
determine the recoverable amount. An impairmerst isseversed only to the extent that the assatiying amount
does not exceed the carrying amount that would heen determined, net of depreciation or amortieatif no
impairment loss had been recognised.

(n) Segment reporting

A segment is a distinguishable component of the @oy that is engaged either in providing relatesdpcts or
services (business segment), or in providing prtsdwr services within a particular economic enwvinemt

(geographical segment), which is subject to rigks$ Bewards that are different from those of otlegnsents. The
Company’s primary format for segment reporting @&@sdd on business segments, which include life assear
segment and non-life insurance segment.

Allocation of costs between the life assurance and non-life insurance segments

Investment income, realised and unrealised gaidsl@sses, expenses and charges representing ramdfiness
funds and shareholders’ funds are attributed totmelife business segment.

Investment income, realised and unrealised gaiddamses, expenses and charges arising on lifesassubusiness
and shareholders’ funds are included in the liueance business segment.

During the year, direct administration costs, mangeand other acquisition costs are directly chdrtp the non-
life and life segments. Allocation is performeda@uatically based on cost allocation keys. The fpalccategories
used in the calculation of allocation keys for kfied non-life segments are: gross written premiatnthe Company
level), technical reserves, number of claims paidl #nancial investments.

Commissions and part of personnel expenses aredextdirectly to the life and non-life insurancgsents.

Allocation of equity and assets

Property and equipment, intangible assets and timesg property are allocated to the non-life afel $egments.
Financial investments are allocated according tocsof funds. Financial investments from equity allocated to
both non-life and life segments. Equity is allochéecording to minimal regulatory capital requirenseand share
issued by the shareholders. Other receivables ayabjes are allocated based on those segmentsafiich they

originate.
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(o) Revenue

The accounting policy in relation to revenue redtign from insurance contracts is disclosed in N®{g).
Financial income

Interest income is recognised in profit or lossitaaccrues for all interest bearing financial asseieasured at
amortised cost using the effective interest ratého i.e. the interest rate that discounts expkfttire cash flows
to net present value during the period of the @mttor at the currently effective variable interestie. Interest
income from monetary assets at fair value througtfitpor loss, is recognised as interest incomehat coupon
interest rate.

Financial income also includes net positive foreexthange differences resulting from translatiormuafnetary
assets and liabilities using the exchange rateiggipé at the reporting date, dividends, net gaimshe change in
the fair value of financial assets at fair valueotilgh profit or loss and realised net gains fromedegnition of
financial assets available for sale. Dividend ineoisrecognised in profit or loss on the date thatdividend is
declared.

The accounting policy in relation to financial imie recognition is disclosed in Note 3 (f) und&ains and
losses”.

Income from investment property comprises realigaths upon derecognition, rental income and otheore
related to investment property. Rental income frimvestment properties is recognised in profit ogslon a
straight-line basis over the term of each lease.

Fees and commission income

Commissions received or receivable which do notiregthe Company to render further service aregeised as
revenue by the Company on the effective commencemenenewal dates of the related policies. Fea$ an
commission income includes reinsurance commissioome.

(p) Expenses

Operating expenses

Operating expenses consist of policy acquisitiost;aadministration costs and other operating esgen

Acquisition costs

Acquisition costs comprise all direct and indireosts arising from the acquiring or renewal of ilasice contracts
such as employee, agent or broker commissions,dasnto agents or brokers, employees’ salaries andfits
relating to acquisition activities, contract isscamaterial costs, advertising costs, medical aspection cost and
other acquisition costs. Non-life commission exgsnare recognised on an accruals basis, whiledifemission
expenses are recognised on a cash basis consigtanthe related income recognition criteria (s@eaaunting

policy 3 (r)).
Administration costs

Administration costs include personnel expensestatdation of property and equipment, amortisatibmtangible
assets, energy costs and other costs. Other aosésst mainly of costs of premium collection, pgliermination
costs, portfolio management costs and administraiists relating to reinsurance.

Operating lease payments

Payments made under operating leases are recognigedfit or loss on a straight-line basis ovee term of the
lease.

Financial expenses

Financing expenses include interest expenses rmsahnsing the effective interest rate method agtdnegative
foreign exchange differences resulting from tratstaof monetary assets and liabilities using tkehange rate at
the reporting date.
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(p) Expenses (continued)

Financial expenses (continued)

Financial expenses also include net losses fromggsin the fair value of financial assets at failue through
profit or loss and net realised losses on deretiognof financial assets available for sale. Thecamting policy in
relation to financial expense recognition is diseld in Note 3 (f) underGains and losses”.

(q) Classification of contracts

Contracts under which the Company accepts significasurance risk from another party (the policglsn) by

agreeing to compensate the policyholder or otheetigary if a specified uncertain future evente(ihsured event)
adversely affects the policyholder or other benaficare classified as insurance contracts. Insraisk is risk

other than financial risk. Financial risk is thekriof a possible future change in one or more gijecified interest
rate, security price, commodity price, foreign exoge rate, index of prices or rates, a creditgatincredit index or
other variable, provided in the case of a non-fai@nvariable that the variable is not specificagarty to the
contract. Insurance contracts may also transfeedorancial risk.

Contracts under which the transfer of insuranck tisthe Company from the policyholder is not sfipaint are
classified as investment contracts. At the repgrtiate the Company did not have any investmentactst

Contracts with discretionary participation features

Both insurance and investment contracts may contigoretionary participation features. A contradthwa
discretionary participation feature is a contratttght held by a policyholder to receive, as a @ement to
guaranteed minimum payments, additional paymetsatte likely to be a significant portion of theéalocontractual
payments, and whose amount or timing is contralgtul the discretion of the issuer and that aretremtually
based on:

* the performance of a specified pool of contracta specified type of contract,

* realised and/or unrealised investment returns speaified pool of assets held by the issuer, or

* the profit or loss of the company that issues tharacts.

Discretionary profit participation provision

Policyholders or beneficiaries of endowment, purdoavment, endowment with fixed age at maturity (leHde),

term-fix and annuity assurance policies are etitte a share in the profits of the Company realigedugh the
management of life assurance funds. The entitlefsecalculated following the expiry of the firsecond or third
year of insurance, depending on the tariff and tgb@remium payment. The level of the profit eetitlent is
determined by management. The discretionary elera&ithose contracts is accounted for as a liabilitythe
discretionary profit participation provision.

() Premiums

Non-life business written premiums comprise thexpuens on contracts entered into during the yeegspective of
whether they relate in whole or in part to a laiecounting period. Premiums are disclosed grosofmission
payable to intermediaries and exclude taxes ariddéased on premiums. Premiums written includestdients to
premiums written in prior accounting periods.

Premiums written include adjustments to reflectevdffs of amounts due from policyholders and thevement in
impairment allowances for premiums due from polaigers.

The earned portion of premiums received is recaghias revenue. Premiums are earned from the date of
attachment of risk, over the indemnity period, ldasa the pattern of risks underwritten. Outwarchsarance
premiums are recognised as an expense in accoreaticéhe pattern of reinsurance service receivethe same
accounting period as the premiums for the relatezttlinsurance business.

In accordance with the exemption afforded by IFR@n# in line with the prevailing market practipegemiums in
respect of life assurance business continue tebeuated for on a cash receipts basis.
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(s) Provision for unearned premiums

The provision for unearned premiums comprises theqgrtion of gross premiums written which is estieshto be
earned in the following financial years, computsthg the “pro rata temporis” or 365 method, adjdsteecessary
to reflect any variation in the incidence of rigdkriehg the period covered by the contract.

The provision for unearned premiums in respecifefdssurance is included within the life assurgmowision.

Unearned premium provision for individual insuraramntracts is formed in the amount of the part oitten
premium which relates to insurance coverage foritiserance period after the accounting period fbictv the
provision is calculated. For the calculation of ggraunearned premium for non-life insurance withagqisk
dispersion, the “pro-rata temporis” method is used.

The reinsurance share in unearned premium provisioalculated according to reinsurance contracts.

(t) Unexpired risk provision

Provision is made for unexpired risks arising fronn-life business where the expected value of daamd

expenses (including deferred acquisition costs atchinistrative expenses likely to arise after timel ®f the

financial year) attributable to the unexpired pdsi@f policies in force at the date of financiakiion exceeds the
provision for unearned premiums related to suclicigd after the deduction of any deferred acquisitosts. The
provision for unexpired risks is calculated sepelyatising the liability adequacy test by referemgeclasses of
business which are managed together, without talkittgaccount expected investment returns. Liabdidequacy
testing for both life and non-life and related #ss$& disclosed in more detail in accounting poBcfy) and in Note
7.

(u) Claims provisions

The provisions represent the estimated ultimaté gbsettling all claims including direct and inelat settlement
costs, arising from events that occurred up toréporting date and includes provisions for reportdms and
provisions for incurred but not reported claims.

(v) Life assurance provisions

The life assurance provision has been computech&yCompany's actuary, having due regard to priesiphid
down in the regulation for the calculation of thathematical provision for life assurers, issuedH#NFA. The
prospective net premium valuation method has bekptad with the exception of unit-linked and indiked
products where the provision is based on the fiterof the underlying assets.

The life assurance provision has been computednan-force premium basis, applying a Zillmer typaluation
method, and taking into account actual acquisit@ilection and administrative costs as well asgalranteed
benefits and bonuses already declared.

The Company uses the full Zillmer rate of 3.5%he fear of policy inception. The applied Zillmeteas within
the limits prescribed by HANFA.

The provision is initially measured using the asgtioms defined HANFA. At each subsequent reportiate, the
reserve is calculated on the same principles. iliilp adequacy test (“LAT") is performed at eadporting date
by the Company’s actuaries using current estimafefiture cash flows under its insurance contrgotéer to

Liability adequacy test). If those estimates shbat the carrying amount of the provision is instiéfnt in the light

of the estimated future cash flows, the differeisceecognised in profit or loss with a correspogdincrease to the
life assurance provision.

The amount of bonus allocated to policyholders leesn determined at the reporting date and is presenithin
the discretionary profit participation provisionhd Company does not have a policy to decreaseisbestionary
profit participation provision, in favour of the @pany, once provision has been formed.
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(w) Claims

Claims arising from non-life business

Claims incurred in respect of non-life businesssistnof claims and claims-handling costs settlednduthe
financial year, together with the movement in thevjsion for outstanding claims.

Claims settled are recorded in the moment of pingghe claim and are recognised (determinedh@smount to
be paid to settle the claim. Claims settled areeimsed by claims-handling costs. Collected claiggsverable from
third parties are deducted from claims settled.

Claims outstanding based on case estimates amtistdtmethods comprise provisions for the Compaegtimate
of the ultimate cost of settling all claims incudrap to but unpaid at the reporting date, whetkgorted or not,
together with the related internal and externaintdahandling expenses and an appropriate margiaimsl
outstanding are assessed by reviewing individugiilhmd and making allowance for claims incurred boit yet

reported, the effect of both internal and extefoetseeable events, such as changes in claimsih@mibcedures,
inflation, judicial trends, legislative changes grabt experience and trends.

Anticipated reinsurance recoveries are disclosquhragely as assets. Reinsurance is determined dicgoto
contracts valid at the time in which claims occdrre

Whilst management considers that the gross praasfor claims and the related reinsurance recovexrie fairly
stated on the basis of the information currentlgilable to them, the ultimate liability will varysaa result of
subsequent information and events and may resugigirificant adjustments to the amounts providedjustments
to the amounts of claims provisions establishepriar years are reflected in the financial statetmdor the period
in which the adjustments are made, and disclospdrately, if significant. The methods used, and éegmates
made, are reviewed regularly, which is further désed in Note 6.

Claims arising from life assurance business

Life assurance business claims reflect the cosalbfclaims and benefits arising during the yealuding
policyholder bonuses allocated in anticipation dbaus declaration.

(x) Reinsurance

The Company cedes premium to reinsurance in thealazourse of business for the purpose of limittaget loss
potential through the diversification of its riskReinsurance arrangements do not relieve the Coynfram its
direct obligations to its policyholders.

Premiums ceded and benefits reimbursed are presenpeofit or loss on a gross basis.

Only contracts that give rise to a significant sf@n of insurance risk are accounted for as inggaAmounts
recoverable under such contracts are recogniseteirsame year as the related claim. The cost abugknce
related to life assurance contracts is accountedof@r the life of the underlying insurance polgiesing
assumptions consistent with those used to accoutié underlying policies.

Reinsurance assets include balances due from raimse companies for ceded insurance liabilities.oAnts
recoverable from reinsurers are estimated in a eraconsistent with the outstanding claims provisiorsettled
claims associated with the reinsured policy. Reaimsce assets comprise the actual or estimated aspomnich,
under contractual reinsurance arrangements, aogesable from reinsurers in respect of technical/sions.

Amounts recoverable under reinsurance contractassessed for impairment at each reporting datlyingghe
same methodology as applied for loans and recaisabb described in Note 3 f). The Company records a
allowance for estimated irrecoverable reinsurangsets, if any. Such assets are deemed impairelokeiié tis
objective evidence, as a result of an event thatiwed after its initial recognition, that the Coany may not
recover all amounts due and that the event hakablsemeasurable impact on the amounts that theg@my will
receive from the reinsurer.
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3 Significant accounting policies (continued)

(x) Reinsurance (continued)

Reinsurance commissions and profit participations

Reinsurance commissions and profit participatiorcéude commissions received or receivable fromswgiers and
profit participations based on reinsurance congraddon-life reinsurance commissions are based aneda
premium.

(y) Liabilities and related assets under liability adegacy test

IFRS 4 requires a test for the adequacy of liagdiarising from insurance contracts. The Compasgsses at each
reporting date whether its recognised insurandslili@s are adequate, using current estimatesitoiré cash flows
under all of its insurance contracts. If that assent shows that the carrying amount of its instedrabilities
(increased by related deferred acquisition costs)imadequate in the light of the estimated fuash flows, the
entire deficiency is charged to profit or loss. Téstimates of future cash flows are based on tiakstuarial
assumptions taking into consideration claim ocowree experience, Croatian demographic tables, aspmct
mortality, morbidity, investment return, expensad aflation.

(z) Liability measurement of unit-linked and index-linked contracts

Liabilities in relation to unit-linked and indexaked insurance contracts are classified at fawmes#through profit or
loss. The financial liability is measured basedtencarrying value of the assets that are heldbk the contract.

(aa) Insurance receivables and payables

Insurance receivables and payables are account@ddocordance with IFRS 4. Insurance receivahhebpayables
include receivables and payables arising from enste and reinsurance contracts entered by the Gompa

(bb) Foreign currency transactions

Transactions in foreign currencies are translatethé functional currency at exchange rates atdtites of the
transactions. Monetary assets and liabilities dénated in foreign currencies at the reporting datetranslated to
the functional currency at the exchange rate dtdhte. Non-monetary assets and liabilities denataihin foreign
currencies that are measured at fair value arslatad to the functional currency at the excharge on the date
that the fair value was determined. Non-monetasgtsand liabilities that are measured in termisistbrical cost
in a foreign currency are translated using the argh rate at the date of transaction and are n@nstated.
Foreign currency differences arising on translatiom recognised in profit or loss, except for défeces arising on
the translation of available for sale equity instants classified as available for sale which aceggised in other
comprehensive income.

Changes in the fair value of monetary securitiesod@nated in or linked to foreign currency clagsifias available
for sale are analysed between translation diffexemesulting from changes in the amortised cotesecurity and
other changes in the carrying amount of the sgcufie translation differences are recognised doiime as a part
of the foreign exchange gains or losses on theluatian of monetary assets and liabilities presgnigthin
financial income or financial expense in the profitloss. Other changes in the carrying amountecegnised in
other comprehensive income.

The translation differences on revaluation of nosretary financial assets denominated in or linkedoteign
currency classified as available for sale are reisagl in other comprehensive income, along witleotihanges in
their fair value.

The most significant foreign currency in which iempany holds assets and liabilities is Euro. Thehange rate
used for translation at 31 December 2016 was EGRHRK 7. 557787 (2015: EUR 1 = HRK 7.635047).
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4 Accounting estimates and judgements

These disclosures supplement the commentary omdialarisk management (Note 43) and insurance risk
management (Note 5).

The Company makes estimates and assumptions camgéhe future. The resulting accounting estimatés by
definition, seldom equal the related actual resultglgements relating to technical provisions regmethe major
source of uncertainty of judgements. The estimatesjudgements that have a significant risk of iceua material
adjustment to the carrying amounts of assets abidities within the next financial year are dissed below.

4.1. Key sources of estimation uncertainty

Estimation uncertainty in relation to technical provisions

The most significant estimates in relation to tl@mpany’s financial statements relate to technicavigions. The
Company takes a reasonably prudent approach toviegend applies HANFA regulations. The Companykays
certified actuaries.

The Company'’s policy is to make provision for uniegg risks arising from non-life insurance businedgere the
claims, deferred acquisition costs and administeaixpenses likely to arise after the end of tharftial year in
respect of insurance contracts concluded before dhte are expected to exceed the unearned premndmchs
premiums available under those contracts.

Major assumptions in calculating the life assurapi@vision are set out in Note 6 and all technralvisions are
analysed in Note 25.

I mpairment losses of loans and receivables

Assets accounted for at amortised cost are evaldatémpairment on the basis described in accognpiolicy 3 (f)
“Impairment of financial assets”.

The need for impairment is assessed individualtyefich exposure based upon management’s best estintie
present value of the cash flows that are expeatdxk treceived. In estimating these cash flows, gemant makes
judgments about a counterparty’s financial sittaiod the net realisable value of any underlyiriataral.

Determining fair values

The determination of fair value for financial assttr which there is no observable market pricelireg the use of
valuation techniques as described in accountingyd (f). For financial instruments that traderégduently and
have little price transparency, fair value is lesgective, and requires varying degrees of judgérdepending on
liquidity, concentration, uncertainty of market tacs, pricing assumptions and other risks affectimg specific
instrument.

Estimation uncertainty in relation to court cases

A significant source of estimation uncertainty ssefrom court cases. At 31 December 2016, the Coynpas
involved in 982 (2015: 943) claims-related courses for which HRK 74,923 thousand (2015: HRK 74,748
thousand) was provided as part of the claims resfawreported but not yet settled claims. At 3kc®uaber 2016,
the Company was involved in 39 (2015: 56) non-iasae court cases for which HRK 7,769 thousand (2BRK
7,784 thousand) was provided as provision for mmutiance related legal claims (Note 29). The manage
believes that the related provisions are sufficient

Tax

The Company provides for tax liabilities in accarda with the tax laws of the Republic of CroatiaxTeturns are
subject to the approval of the tax authorities Whéze entitled to carry out subsequent inspectainsxpayers’
records.
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4  Accounting estimates and judgements (continued)

4.1. Key sources of estimation uncertainty (contined)

Regulatory requirements

HANFA is entitled to carry out regulatory inspectsoof the Company’s operations and to request @watgthe
carrying values of assets and liabilities, in adaeoice with the underlying regulations.

Joint liability
The Company has a liability towards the Croatiasputrance Bureau in respect of the Company’s shareoitor
third party liability (“MTPL") claims arising fromunknown or uninsured vehicles. Additionally, then@any, as

well as other participants in MTPL business on@hmeatian market, is liable for a share of unsetNeEPL claims
in the event of the liquidation of any insurancenpany on the market, in accordance with the Insugract.

4.2. Critical accounting judgements in applying thecompany's accounting policies

Critical accounting judgements made in applyingGloenpany’s accounting policies include:

Financial asset and liability classification

The Company’s accounting policies provide the scigpeassets and liabilities to be designated agption into
different accounting categories in certain circuanses. In classifying financial assets as “tradinge Company
has determined that it meets the definition ofitrgdassets set out in accounting policy 3 @Hrancial assets at
fair value through profit or loss’. In designating financial assets at fair valueotigh profit or loss, the Company
has determined that it has met one of the critéoiathis designation set out in accounting policy(fg
Reclassification of financial assets and finantigdilities at fair value through profit or loss &lowed in certain
rare circumstances and is explained in accountotigyp3 (f) under paragraph “Reclassification”. Heb-maturity
investments can be classified as such only if then@any has the positive intention and the abilityhold these
investments to maturity.

Valuation of financial instruments

The Company’s accounting policy on fair value measents is discussed in accounting policy 3 (fle Qompany
measures fair values using the fair value hieraeshgliscussed in Note 43 on financial risk manageme

In accordance with the Agency regulations and Esved by IFRS 13-air Values, the Company uses weighted
average prices as s measure of fair value on actar&ets for domestic debt and equity securities.

Classification of products

The Company’s accounting policy on classificatidrcontracts as insurance or investment contraafésidosed in
accounting policy 3 (q). At the reporting date, @@mpany had no insurance products which shoultldssified as
investment contracts.

Classification of property between investment property and owner-used property

The Company classifies as investment propertiepralperties that are not used in the performancésobwn
activities but are held to earn rental income orctpital appreciation
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4  Accounting estimates and judgements (continued)

4.2. Critical accounting judgements in applyingthe Company’s accounting policies
(continued)

Dual-use property

The Company has property that has dual use puilipasteof the property is used for own activitiesl grart of the
property is used as investment property). A portiba dual-use property is classified as investrpeoperty only if
the portion could be sold or leased out separaitader finance lease contract.

Valuation of investment property

The estimated fair value of investment propertydHg} the Company amounts to HRK 67,409 thousanof 84
December 2016 (2015: HRK 73,905 thousand). Fainevaé determined by an independent appraiser haaing
appropriate professional qualification. Fair valwesse determined using a mixture of different véibratechiques,
which would in hierarchy of fair value be classifias Level 3.

Useful economic life of equipment and intangible assets

The Company continues to use certain equipment iatahgible assets which have been fully depreciated
Amortisation/depreciation rates were initially detned in accordance with the best estimate ofuseful life of
these equipment and intangible assets.

Allocation of indirect expenses between life and non-life

The allocation of expenses between life and nanitifurance segments is described in accountingyp®in).

I mpairment allowance for insurance receivables

Insurance receivables are evaluated for impairraeeach reporting date in order to identify potnitinpairment
allowance, on the basis of best estimate of theverability of these assets. Each receivable issa&sl on its merits
based on the expected amount and date of colleatimh possible collaterals. The management beli¢vats
insurance receivables are recoverable.

Control over debtorsin financial difficulties

In accordance with requirements of IFRS 10 Conatdéid Financial Statements, the Company reguladgsess
whether it has control over significant activitie§ debtors in financial difficulties. For 2016, tHt@ompany
concluded that there are no debtors which shoultbbsolidated, which is consistent with 2015.
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4  Accounting estimates and judgements (continued)

4.2. Critical accounting judgements in applyingthe Company’s accounting policies
(continued)

Goodwill

In accordance with IFRS 3BlUsiness Combinations' the Company discontinued to amortise goodwillnfrd
January 2005. At the beginning of 2005 the Compaliyinated the carrying amount of the related aadated
amortisation against the gross value of goodwilbo@will is tested for impairment in accordance wi&ks 36
"I mpairment of Assets'.

The Company has performed impairment test of golbdavi the year ended 31 December 2016, which imidid
that the carrying amount of goodwill is recoverable

The recoverable amount of goodwill has been detadhibased on value-in-use calculations for caslergéng
units. These calculations use pre-tax cash floyeptimns based on financial budgets approved byagament.

The key assumptions used for value-in-use calauiatin 2016 are as follows:
Long term growth rate 1%
Discount rate (pre-tax) 12%

Management determined compound annual volume groatghfor cash generating unit to be a key assamplihe
volume of non-life gross written premium in eachipe is the main driver for revenue and costs. €ampound
annual volume growth rate is based on past perfocsmand management’s expectations of market develop

The sensitivity analysis of key assumptions usethéimpairment testing showed that a discount irateease by
100 basis points would result on average in a 8d2¥rease of the recoverable amount of goodwill.pideghe
decrease, the net recoverable amount of goodwilldvstill exceed its carrying value.

Deferred acquisition costs

Deferred acquisition costs are assessed at eaohtingpdate for recoverability. The calculationkiased on the
Company’s assumptions for allocation of acquisitmosts over the duration of the related insurarmetract.
Management believes that deferred acquisition cassrecoverable during the remaining durationnsufance
contracts active at the reporting date.

I mpairment allowance of investment in associate

Recognition of impairment allowance against invesitrin associate is based on the management'e&tsiate of
its recoverable amounts.

I mpairment of available-for-sale investments

The Company determines that available-for-sale stnaents are impaired when there has been a signifior
prolonged decline in the fair value below its cdshis determination of what is significant or pnofed requires
judgement. The impairment may be appropriate wheretis evidence of deterioration in the finanbislth of the
investee, industry and sector performance, chaingeshnology, and operational and financing césivd.

In 2016, as a result of impairment test, the Compaatognised impairment loss in the amount of HRK3 8
thousand (2015: HRK 22 thousand).

39



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

5 Insurance risk management

The Company is exposed to insurance risk arisiognfa wide range of life and non-life products défibrto
customers: whole life, traditional life productsnaity products, unit-linked products, index-linkebducts and all
lines of non-life products (property, accident,veda health, motor vehicle, third party liability, amine and
transport).

Insurance risk relates to the uncertainty of tisaiiance business. The most significant componéitsarance risk
are premium risk and reserve risk. These concerrattequacy of insurance premium rate levels anadeguacy
of provisions with respect to insurance liabilitaasd the capital base.

Premium risk is present when the policy is issuefibte any insured event has happened. The rislatseixpenses
and incurred losses will be higher than the premieogived. Reserve risk represents the risk tleaabisolute level
of the technical provisions is missestimated ot tha actual claims will fluctuate around the sttital mean value.

Non-life underwriting risk includes also catastrepfisk, which stems from irregular events thatrasesufficiently
covered by premium and reserve risk. Underwritirslg components of the life business include bioinaisk
(comprising mortality, morbidity and disability) @dapse risk. Lapse risk relates to unanticipatedhdr or lower
rates of policy lapses, terminations, changes youpastatus (cessation of premium payment) anasdars.

Risk management

The Company manages its insurance risk through rumiieg limits, approval procedures for transaogothat
involve new products or that exceed set limitsgipg, product design and management of reinsurance.

The Company’s underwriting strategy seeks divetsitgnsure a balanced portfolio and is based ange Iportfolio
of similar risks over a number of years which resiuthe variability of the outcome. The most of tiun-life
contracts are annual in nature and the underwrhiax® the right to refuse renewal or to changetéhms and
conditions of the contract at renewal.

For the non-life business, the Company buys nopgmt@mnal reinsurance treaty to reduce the net sxq@ofor an
individual risk to amount of EUR 75 thousand forsea, a combination of proportional and non-projoowi
reinsurance treaties to reduce the net exposurarfandividual risk to amount of EUR 250 thousastfgctively
EUR 125 thousand) for motor third party liabiliglUR 150 thousand for property, EUR 200 thousandiddility,

EUR 100 thousand for marine and aviation risks B 100 thousand for personal accident. For theraatation
of net property losses arising out of one occumencreinsurance catastrophe agreement provides fanvthe first
EUR 849.85 million (2015: EUR 849.85 million) ofdees exceeding the first EUR 150 thousand.

For life business the Company has more than ongoptional treaty for savings products and more tba@ non-
proportional treaty for the policies which includeath risk and permanent disability risk. The caration of both
treaties reduces net exposure to EUR 30 thousandastisk.

Ceded reinsurance contains credit risk and suctsueance receivables are reported after deducfamnknown
uncollectible items. The Company monitors the firiah condition of reinsurers and enters into refasge
agreements with mostly A graded reinsurers by Stah& Poor’s.

The adequacy of liabilities is assessed taking éatasideration the supporting assets (fair and bvadke, currency
and interest sensitivity), changes in interestsraied exchange rates and developments in mortaldghidity, non-

life claims frequency and amounts, lapses and esqgeas well as general market conditions. Speaffention is

paid to the adequacy of provisions for life busséd=or a detailed description of the liability adaqy test, refer to
accounting policy 3 (y) and Note 7.
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5 Insurance risk management (continued)

Concentration of insurance risk

A key aspect of the insurance risk faced by the @y is the extent of concentration of insuransg, rivhich

determines the extent to which a particular evansasies of events could significantly impact thentpany’s

liabilities. Such concentrations may arise fronirgle insurance contract or through a number dfteel contracts
where significant liabilities could arise. An impant aspect of the concentration of insurance igskat it could

arise from the accumulation of risks within a numbfedifferent insurance classes.

Concentrations of risk can arise in low frequerfigh-severity events such as natural disastersituations where
the Company is exposed to unexpected changesidgstréor example, unexpected changes in human lipdain
policyholder behaviour; or where significant littgan or legislative risks could cause a large ®ngks, or have a
pervasive effect on many contracts.

The risks underwritten by the Company are primdadbated in the Republic of Croatia.

Non-life insurance

Within non-life insurance, the management belighas the Company has no significant concentratioexposure
to any group of policyholders measured by sociafgssional, age or similar criteria.

The greatest likelihood of significant losses te tbompany arises from catastrophe events, suclardsgaake,
flood or storm damage. The techniques and assungptizat the Company uses to calculate these riskas
follows:

* measurement of geographical accumulations;
* assessment of probable maximum losses;

e excess of loss reinsurance.

Life assurance

The management believes that for life assurancdramia covering the risk of death there is no digamt
geographic concentration of risk, although the eom@tion of the value at risk can affect the ratfansurance
payments on the portfolio level. Values at risklffer assurance are as follows:

Value at risk
Line of insurance
2016 2015

HRK’'000 % HRK’000 %
Life assurance — traditional products 4,483,467 49.2 4,582,249 51.0
Unit-linked and index-linked products 63,816 0.7 76,128 0.8
Supplementary risks to life assurance 4,570,938 50.1 4,344,918 48.2
As at 31 December 9,118,221 100.0% 9,003,295 100.0%
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5 Insurance risk management (continued)

Concentration of insurance risk (continued)

Life assurance (continued)

31 December 2016

Table for long-term insurance stated below showks cbncentration through three insurance classagpgd by

sum insured per policy.

Sum insured per policy at 31 December 2016

In HRK

< 100,000
100,000 — 250,000
>250,000

At 31 December 2016

Sum insured per policy at 31 December 2015

In HRK

< 100,000
100,000 — 250,000
>250,000

At 31 December 2015

Before reinsurance

Total sum insured

After reinsurance

HRK’'000 % HRK’'000 %

1,815,132 29.01 1,473,313 30.51
3,154,397 50.41 2,494,069 51.65
1,287,384 20.58 861,344 17.84
6,256,913 100.00 4,828,726 100.00

Before reinsurance

Total sum insured

After reinsurance

HRK’'000 % HRK’'000 %

2,029,867 30.12 1,644,213 32.26
3,681,464 54.63 2,736,697 53.70
1,027,885 15.25 715,597 14.04
6,739,216 100.00 5,096,507 100.00
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6 Principal assumptions that have the greatest effecbn recognised
insurance assets, liabilities, income and expenses

Non-lifeinsurance

Provision is made at the reporting date for theeetgd ultimate cost of settlement of all claimsuimed in respect
of events up to that date, whether reported or tagether with related claims handling expensess Emounts
already paid.

The liability for reported but not settled claimRBNS) is assessed on a separate case-by-casewidsidue
regard to the claim circumstances, information latdé from loss adjusters and historical evidencthe size of
similar claims. Case reserves are reviewed reguanti are updated as and when new informationsarise

Reinsurers' share is determined through individzatulation based on the reinsurance contract \atlidhe
moment when the claim occurred.

The estimation of claims incurred but not repor®NR) is generally subject to a greater degreerafertainty
than reported claims. IBNR provisions are asselgdte Company’s actuaries using statistical tespines.

The key methods, which remain unchanged from [yéarrs, are:

e chain ladder methods, which use historical datastimate the paid and incurred to date proportafrthe
ultimate claim cost;

e expected loss ratio methods, which use the Compaxypectation of the loss ratio for a class of fess.

The actual method or blend of methods used vagescbident year being considered, the class ofnlessi and
observed historical claims development.

To the extent that these methods use historicahslalevelopment information, they assume that iktoitical
claims development pattern will occur again in filn@ire. There are reasons why this may not be dise,owhich,
insofar as they can be identified, have been alibfee by modifying the methods. Such reasons inglud

e economic, legal, political and social trends (résglin different than expected levels of inflatjon
e changes in the mix of insurance contracts incepted;

* random fluctuations, including the impact of laigsses.
IBNR provisions are initially estimated in the gsaamount and a separate calculation is carrietboegtimate the
size of reinsurance recoveries.

The assumptions which have the greatest effeddi@mieasurement of non-life insurance liabilities @ follows:

Expected claimsratio

The expected claims ratio represents the raticpéeted claims incurred to premiums earned. Thenaggons in
respect of expected claims ratios for the mostmeeecident year, per class of business, have thatept
influence on the level of provisions.

Tail factors

For long-tail business, the level of provision ignificantly influenced by the estimate of develaggrhof claims
from the latest development year for which hist@ritata is available to ultimate settlement. Tha#dactors are
estimated prudently or are based on actuarial jethgm
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6 Principal assumptions that have the greatest ef€t on recognised
insurance assets, liabilities, income and expenggsntinued)

Non-life insurance (continued)

Discounting
Non-life claims provisions are not discounted.

In 2016 there have been no major changes in asgumptsed to measure non-life insurance assetBadnilities.

Life assurance

The life assurance provision is calculated by spective net premium method. The life assuranceigon is
calculated in accordance with HANFA regulationssémptions used are specified at the beginning eptlicy
and they remain in force until the expiration ofipg except in the case of liability inadequacyifdHANFA does
not specify otherwise.

The following mortality tables for the calculatiohmathematical reserve are used:

MT RH 1980-82, MT RH 1989-91, MT RH 2000-02, JUG/09Wiener unisex 1 (based on HR2000-02), Wiener
unisex 2 ((based on HR2000-02), Wiener Unisex t&b{based on HR2010) as well as GC. In accordarite w
regulation of Republic Croatia which from 1 Julyl30requires that insurer provides equal treatmentbbth
sexes, the Company introduced new, unisex mortaliles. The use of the JUG 1970, 1980-82, 198%8é&ner
unisex 1 (based on HR2000-02) and Wiener unisgb@séd on HR2000-02) mortality tables results mgher

life assurance provision than if it would be caétat with 2010 mortality tables, therefor in somedoicts these
mortality tables for calculation of mathematicabyision are used. For critical illness, the origimerbidity and
mortality tables are used and for additional syrgerd child birth rider the original biometric tablare used.

According to the guidelines and the rules issuetHBNFA, the maximum interest rate used for discmtvhen
calculating life assurance provision is 3.3% foe tholices concluded before year 2010, 3% for thkce®
concluded during 2010, 2.75% for the polices cahetlifrom 2010 to 2016, 2% for the policies concageih
HRK after 1 July 2016 and 1,75% for the policigish currency clause in EUR concludatter 1 July 2016. The
tariffs that have technical interest rate used fogmium determination which is lower than thosespribed
percentage amounts, use that lower interest ratéd@rovision calculation.

The principal assumptions underlying the calculatd the significant components of the life assaeaprovision
are stated in the following table.
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6 Principal assumptions that have the greatest ef€t on recognised
insurance assets, liabilities, income and expenggsntinued)

Life assurance (continued)

Principal assumptions for life assurance business

Description

Endowment
Endowment - group

Pure endowment

Term

Term fix

Join life

Permanent working disability
Critical lliness
Pension annity
Scholarships annuity
Whole Life annuity
Whole Life

Whole Life

Whole Life

Whole Life

Whole Life

Whole Life

Index-linked

Unit-linked with internal fund

Unit-linked

Product

H11, H11J, H21, H31, H31J,L11, L11J

L21, L31, L31J,w11, W11J, W21, W21J,C31

Al11,A12,AUR20,AUR21,AURDC

L41,041J,H51

B11,A2011,DJ11,CE-N11,C11,CE11

C,C03,B,A07,CE,CE-N

AWS

DJ

A13,B13,C13,CS13,CS-N13,CS-N14

D16-HRK,CI16,GW16

D16-EUR
G11,G12,G13,G14,G16,G17,G18,GR2&35,G36

BR

D11, D11J

D41, D41J

BR11,BR13

IK,IKD,

IKE,IKE-B06,IK-F

SSA

K13

IKS13,IKD13,IKD13B

POS

T11, T11J

T41, T41J,IK-F11,IK11,IKD11,IKE11,IKD12

IK16,IKD16

E,VF1

E11,VF11
AURO02
PWD,PWDU1
KB1
711, 712,712, 222)
Z13F,Z13S,713JF,Z13JS,Z14RK2¥4JF,Z23JF
WLR
WLGW
L-100
WLU1
WLP
WLGW-25
WL16
EB,EG,EIL-2009
EURO-IL,WLBT
IL
IL-CRO18, IL-CRO19, IL-CRO19B
IL-CRO20EUR, IL-CRO22
IL-CRO20HRK
UL,ULS,FI,UL-07
UL13,ULS13,UL13-O,FI13

TIR for
calculating reserve

3.30%
3.30%

3.30%
2.50%

2.50%

3.00%
3.00%
3.00%
2.50%
2,00%
1,75%
3.30%
3.00%
3.30%
2.50%
2.50%
3.00%
3.00%
2.50%
2.50%
2.50%
3.30%
3.30%
2.50%
1,75%
3.00%

2.50%
3.30%
2.50%
3.30%
3.30%

3.30%

2.50%
3.30%
3.30%
2.50%
3.30%
2.50%
1,75%
2.50%
3.30%
3.00%
2.50%

1,75%

2%

Mortality tables for
calculating reserve

MT HR@00
MT B0
MT HR 2000
MT HR 2000
MT HR 2000
MT HR 2000
MT HR 1980-82
MT HR 1989-91

Wiener unisex tables 1

Wiener unisex tables 3
Wiener unisex tables 3

MT HR 2000

Wiener Unisex table 3

MT HR 2000
MT HR 2000

Wiener Unisex table 3

MT HR 1989-91
MT HR 2000
MT HR 2000

Wiener unisex tables 2
Wiener unisex tables 1

MT HR 2000
MT JUG 1970
MT HRO0O

Wiener Unisex table 3

MT HR 2000

MT HR 2000
MT HR 1980-82
GC

GC

MT HR 2000

MT HR 2000

MT HR 2000
MT HR 2000
MT HR 2000
MT HR 2000
MT HR 2000
MT HR 2000

Wiener Unisex table 3

MT HR 2000
MT HR 2000
MT HR 1989-91

Wiener unisebles 1
Wiener unisex tables 3
Wiener unisex tables 3

MT HR 1980-82

Wiener unisex tables 1
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7 Liability adequacy test

Life assurance

The life assurance provision is tested at eachrtiagodate against a calculation of future casiwflasing explicit
and consistent assumptions of all factors — fupmemiums, mortality, morbidity, investment returhapses,
surrenders, guarantees, policyholder bonuses, egpaand exercise of policyholder options. For phigpose the
Liability adequacy test (LAT) is used. No additibfiabilities are established as a result of tlability adequacy
test.

Where reliable market data is available, assumptéye derived from observable market prices.

Assumptions which cannot be reliably derived frorarket values are based on current estimates ctddulsy
reference to the Company’s own internal models purglicly available resources (e.g. demographicrimfttion
published by the Croatian Statistical Bureau).

Due to levels of uncertainty in the future devel@mmof insurance markets and the Company’s pouotfdhe
Company uses margins for risk and uncertainty withe liability adequacy test.

Input assumptions are revised and updated annbadigd on recent experience.

The methodology of testing considers current egésaf all future contractual cash flows. This noglblogy
enables quantification of the correlation betwelerisks factors.

The principal assumptions used are:

Segmentation

The Company segments the products into several genmmus groups according to the characteristics of
individual products. Each group is tested separdtml liability adequacy. Liability inadequacies wfdividual
groups are not offset against surpluses arisingotier groups in determining the additional liakilto be
established.

The net present value of future cash flows caledlatsing the assumptions described below is cordpaita the
insurance liabilities for each product group sefedya If that comparison shows that the carryingoant of the
insurance liabilities is inadequate in the lightté estimated cash flows, the entire deficiencsegnised in
profit or loss, by establishing an additional psien.

Mortality and morbidity

Mortality and morbidity are usually based on datppdied by the Croatian Statistical Bureau and atedrby the
Company based on a statistical investigation of@bmpany’s mortality experience.

Persistency

Future contractual premiums are included withoyt @iowance for premium indexation. Estimates &pdes and
surrenders are estimated based on the Company'sxzerience with insurance policies (split by tymel policy
durations). The Company regularly investigatesaittual persistency rates by product type and duradind
amends its assumptions accordingly.

Expenses

Estimates for future renewal and maintenance exgzinsluded in the liability adequacy test are\dstifrom the
Company’s current experience.
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7 Liability adequacy test (continued)

Life assurance (continued)

Expected investment return and discount rate

The Company uses risk free interest rate term tstreicIt applies HRK forward rates for all of itsogucts. The
applied curve comes from yield curve estimationgéssby EIOPA.

Profit sharing

Whilst, for majority of life assurance policies,ettamount and timing of the bonus to policyholdersai the
discretion of the Company, the assessment of #iiidity adequacy takes into account future disoretry bonuses,
calculated as a fixed percentage of the excesbekstimated investment return over the guaranteethical
interest rate on individual policies. The perceatapplied is consistent with the Company’s curdensiness
practice for bonus allocation.

Non-life insurance

Insurance liabilities in respect of non-life insoca are calculated by using current (not historiaasumptions.

The liability adequacy test for non-life insurarnseherefore limited to the unexpired portion ofstig contracts. It
is performed by comparing the expected value ofmdaand expenses attributable to the unexpiredogerof
policies in force at the reporting date with thecaimt of unearned premiums in relation to such pEgiafter
deduction of deferred acquisition costs. Expectashcflows relating to claims and expenses are atginby
reference to the experience during the expiredigromf the contract, adjusted for significant indival losses
which are not expected to recur.

The test is performed by product groups which casepginsurance contracts with a similar risk profile

At 31 December 2016, a provision of HRK 2,530 tlemushas been established (2015: HRK 2,450 thousemné)
result of the liability adequacy test and is présdras unexpired risk provision.
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8 The sensitivity of Liability adequacy test’s futurecash flows to changes in
significant variables

Profit or loss and insurance liabilities are maisgnsitive to changes in mortality, lapse rategegp rate, discount
rates, and investment return rates which are ettimtor calculating the adequate value of insurdratalities
during the liability adequacy test.

The Company has estimated the impact of chang&seyirvariables that may have a material effect @aUtAT -
modelled future cash flows at the end of the year.

Life assurance

LAT future cash flow -modelled

HRK’000
Base run 1,486,549
Interest rates down SlI (discounting and investnneturn) 1,570,473
Mortality +15% 1,494,461
Policy maintenance expenses +10% 1,506,021

The portfolio modelled represents 96.33% of in éotife assurance provision (HRK 1,590,879 thouséfed
assurance provision together with profit partidipatreserve modelled).

Base run represents future cash flows calculatéayuke assumptions described under Note 7 duiatglity
adequacy testing.

Changes in variables represent reasonably posdibieges which, had they occurred, would have lesigioificant
changes in insurance liabilities at the reportimged The reasonably possible changes represeheneixpected
changes in variables nor worst case scenarios.

The analysis has been prepared for a change iablanwith all other assumptions remaining uncharagetliignores
changes in values of the related assets.

The sensitivity was calculated for an unfavouratitection of movement, therefore the sensitivitycttanges in
mortality was calculated by estimating the effentloAT future cash flows of an increase of mortality life
insurance products by 15%. The sensitivity to cleanig expense rate was calculated by estimatingffieet on
LAT future cash flows of a 10% increase in policginmenance expenses. The sensitivity to changesdrest rates
was calculated by estimating the effect on LAT fataash flows in case of decrease of the intesgssrusing the
Sll shock down term structure.

The profit or loss and insurance liabilities (asdemced by LAT cash flow above) are mostly influedidoy a
decrease in the interest rates and increase ioypolaintenance expenses.

Non-life insurance

In non-life insurance, the insurance variables Whiould have the greatest impact on insuranceliligisi relate to
MTPL court claims. Court claims related liabiliti@se sensitive to legal, judicial, political, ecomo and social
trends. Management believes it is not practicablguantify the sensitivity of non-life reservescteanges in these
variables.
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9 Terms and conditions of insurance contracts that hae a material effect on
the amount, timing and uncertainty of future cash fows

Non-life insurance contracts

The Company offers many types of non-life insuramoainly motor, property, liability, marine, trarmp, travel
health and accident insurance. Contracts may beluwded for a fixed term of one year or on a cortdimi basis
with either party having the option to cancel ain8nths’ notice. The Company is therefore generaltile to re-
price the risk by revising the premium at intervafsnot more than one year. It also has the abittympose
deductibles and reject fraudulent claims.

Future insurance claims are the main source ofrtaiogy which influences the amount and the timofguture
cash flows.

The amount of particular claim payments is limilgdthe sum insured which is established in therarste policy.

The other significant source of uncertainty conedcwith non-life insurance arises from legislatiegulations
which entitle the policyholder to report a clainfdre the statute of limitation, which is effecti@eyears from the
date when the policyholder becomes aware of thendaut not later than 5 years from the beginninghef year
following the year of occurrence. This feature astigularly significant in case of permanent disigbarising from

accident insurance, because of the difficulty itinesting the period between occurrence and confiomaof

permanent effects.

The characteristics of particular insurance typéghey are significantly different from the aboweentioned
features, are described below.

Motor insurance

The Company motor insurance portfolio compriseshbubtor third party liability insurance (MTPL) andotor
(casco) insurance. MTPL insurance covers bodilyringclaims and property claims in the Republic ob&tia as
well as claims caused abroad by motorists insureléiuthe Green Card system.

Material damage under MTPL and casco claims arergdly reported and settled within a short periddhe
accident occurring. Reporting and payments relatngodily injury claims, however, take longer todlise and are
more difficult to estimate. Such claims may beledtin the form of a lump-sum settlement or an dynu

The amount of claims relating to bodily injury aredated losses of earnings are influenced by diestset by the
Supreme Court which influence court practice.

MTPL is regulated by the Law on Obligatory Traffisurance. Minimum sums insured are regulated @igliztion.
Policyholders are entitled to a no-claims bonusesrewal of their policy where the conditions ar#ilfad.

Casco insurance represents standard insurancesadamage; claim payment is limited by the sumnedu

Property insurance

This is broadly split into industrial and persotiaks. For Industrial lines, the Company uses risknagement
techniques to identify risks and analyse lossestamdirds and also cooperates with reinsurers. Rarpooperty
insurance consists of standard buildings and ctstasurance.

Claims are normally notified promptly and can btleé without delay.
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9 Terms and conditions of insurance contracts thalhave a material effect
on the amount, timing and uncertainty of future caé flows (continued)

Non-life insurance contracts (continued)

Liability insurance

This covers all types of liability and includes amercial liability, product liability and professiahindemnity as
well as personal liability. All liability covers amwritten on a “loss occurrence basis”.

Accident insurance

Accident insurance is traditionally sold as an addo life products or to MTPL products offeredthg Company,
but is also sold as a stand alone product.

Life assurance contracts

Bonuses

Almost all of the Company’s traditional life insm@e contracts include an entitlement to receiveraub. Bonuses
to policyholders are granted at the discretionhef Company and are recognised when proposed amdvappby
the Management Board in accordance with the retdegal requirements. Once allocated to policyhadbonuses
are guaranteed.

Premiums

Premiums may be payable in regular instalments oraasingle premium at inception of the policy. Some
endowment-type insurance contracts contain a pranidexation option which may be exercised at tiserdtion
of the policyholder annually. Where the option @ exercised, premiums are not increased by ioftati

Term lifeinsurance products

Traditional term life insurance products comprisgks of death. The premium is paid regularly oraasingle
premium. Policies offer a fixed sum insured for ttlear sum insured which is decreasing over timatD&denefits
are paid only if the policyholder dies during tkem of insurance.

Endowment products

These are traditional life assurance products giogilong term financial protection. Capital lifesurance products
for regular or single premium offer cover for riskisdeath and endowment. Accident can be addedidsrto the
main endowment coverage. Insurance benefits a@lyqaid in a lump-sum.

Pure endowments

These are also traditional life insurance prodpetsiding life-long financial protection at expirithe premium
under this product is paid annually or in instaltseand it covers the risk of endowment and accidifatr, if
included.
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9 Terms and conditions of insurance contracts thatave a material effect
on the amount, timing and uncertainty of future caé flows (continued)

Life assurance contracts (continued)

Endowment at the fixed age at maturity (Whole Life assurance)

Whole Life insurance products comprise risk of tediring the entire lifetime (until the age of 1@@en policy
matures). Premium is paid annually, semi-annuallyarterly or monthly. Surrender values are guashte a fixed
amount and specified at the contract start. Insgdpenefits are paid in a lump-sum. The Company dias
generation of Whole Life and only the sixth generatWhole Life Benefitis active. Four additional riders can be
added to the main coverage:

* Terminal lliness Rider (T116) allows payment @% sum insured in case of terminal illness;

» Accidental Death Benefits Rider (ADB) guarantges/ment of additional 100% sum insured in case of
accidental death;
* surgery — additional payment in case of surgery;

« childbirth — additional payment in case of cHilcth.

Unit-linked life assurance

Unit-linked life assurance combines traditionahidife assurance with the risk of death and thesjhdlgy to invest
regular premium or an extra single premium intdaiarinvestment funds. The policyholder choosesrliestment
portfolio (predefined combination of funds) wher@yments are to be invested and can change thelmdiring
the contract. Policyholders can pay an additioimajle premium or withdraw a part of the fund value.

Unit-linked with internal fund

Unit-linked with internal fund is a single premiymoduct that combines insurance for death risksawihgs with a
guaranteed maturity value. The savings part isstegeinto the internal fund. The internal fund’'setsis invested
into the Croatian government bonds. Policyholdensehtherefore guaranteed value at policy matunibyyever the
amount of surrender value is not guaranteed.

Index-linked life assurance

Index-linked life assurance is a single premiumdpici that combines insurance for death risk anéghgawvith a
guaranteed maturity value. The savings part isgteck into a structured note with a guaranteed ntatualue
(guaranteed by the note issuer). Policyholders hbheeefore guaranteed value at policy maturity, éesv the
amount of surrender value is not guaranteed.
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10 Segment reporting

Statement of financial position by business segmeas at 31 December 2016

Non-life Life Total
HRK’'000 HRK’'000 HRK’'000

Assets
Property and equipment 27,144 48,638 75,782
Investment property 32,699 22,110 54,809
Intangible assets

Deferred acquisition costs 24,119 284 24,403

Other intangible assets 7,892 3,590 11,482
Held-to-maturity investments 62,938 878,440 941,378
Available-for-sale financial assets 350,399 697,107 1,047,506
Financial assets at fair value through profit @slo 35,409 483,862 519,271
Loans and receivables 35,840 182,948 218,788
Reinsurers’ share of technical provisions 206,489 294,788 501,277
Deferred tax asset 3,055 2911 5,966
Inventories 70 - 70
Insurance and other receivables 121,550 43,264 164,814
Assets held for sale - 1,009 1,009
Cash and cash equivalents 3,127 9,603 12,730
Total assets 910,731 2,668,554 3,579,285
Shareholders’ equity
Share capital 101,491 134,304 235,795
Capital reserves 43,700 6,753 50,453
Legal and statutory reserve 561 3,627 4,188
Other reserves 33,937 88,901 122,838
Fair value reserve 22,989 40,103 63,092
Retained earnings 33,480 56,083 89,563
Total equity 236,158 329,771 565,929
Liabilities
Technical provisions 436,857 1,913,576 2,350,433
Discretionary profit participation provision - 42,674 42,674
Subordinated loan 15,116 - 15,116
Provisions for liabilities and charges 4,992 3,555 8,547
Deferred tax liability 5,047 8,803 13,850
Current income tax liability 1,575 1,333 2,908
Insurance and other payables 210,986 368,842 579,828
Total liabilities 674,573 2,338,783 3,013,356
Total liabilities and equity 910,731 2,668,554 3,579,285
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10 Segment reporting (continued)

Statement of financial position by business segmeas at 31 December 2015

Non-life Life Total
HRK’'000 HRK’'000 HRK’'000

Assets
Property and equipment 34,580 55,356 89,936
Investment property 37,398 24,681 62,079
Intangible assets

Deferred acquisition costs 21,061 248 21,309

Other intangible assets 7,496 2,012 9,508
Held-to-maturity investments 62,915 886,865 949,780
Available-for-sale financial assets 340,874 723,252 1,064,126
Financial assets at fair value through profit @slo 40,843 302,794 343,637
Loans and receivables 36,895 182,998 219,893
Reinsurers’ share of technical provisions 204,309 288,136 492,445
Deferred tax asset 2,541 2,537 5,078
Inventories 135 1 136
Insurance and other receivables 140,912 49,308 190,220
Assets held for sale - 6,096 6,096
Cash and cash equivalents 1,852 3,841 5,693
Total assets 931,811 2,528,125 3,459,936
Shareholders’ equity
Share capital 101,491 134,304 235,795
Capital reserves 43,700 6,753 50,453
Legal and statutory reserve 561 3,627 4,188
Other reserves 33,937 88,901 122,838
Fair value reserve 14,489 29,603 44,092
Retained earnings 31,045 54,221 85,266
Total equity 225,223 317,409 542,632
Liabilities
Technical provisions 435,834 1,796,871 2,232,705
Discretionary profit participation provision - 46,343 46,343
Subordinated loan 15,270 - 15,270
Borrowings - 764 764
Provisions for liabilities and charges 4,583 3,776 8,359
Deferred tax liability 3,622 7,401 11,023
Current income tax liability 3,871 5,480 9,351
Insurance and other payables 243,408 350,081 593,489
Total liabilities 706,588 2,210,716 2,917,304
Total liabilities and equity 931,811 2,528,125 3,459,936
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10  Segment reporting (continued)

Statement of comprehensive income by business segrmifor the year ended 31 December 2016

Non-life Life Total
HRK’000 HRK’000 HRK’000

Gross premiums written 299,812 291,940 591,752
Written premiums ceded to reinsurers (131,564) (32,224) (163,788)
Net premiums written 168,248 259,716 427,964
Change in the gross provision for unearned premiums (3,174) 273 (2,901)
Reinsurers’ share of change in the provision foraaned

premiums (2,047) (735) (1,782)
Net earned premiums 164,027 259,254 423,281
Fees and commission income 46,070 3,684 49,754
Financial income 24,022 129,382 153,404
Other operating income 6,364 1,433 7,797
Operating income 240,483 393,753 634,236
Claims and benefits incurred (182,241) (277,795) (460,036)
Reinsurers’ share of claims and benefits incurred 82,333 34,347 116,680
Net policyholder claims and benefits incurred (99,908) (243,448) (343,356)
Acquisition costs (60,472) (45,583) (106,055)
Administrative expenses (36,355) (61,058) (97,413)
Other operating expenses (17,241) (5,263) (22,504)
Financial expenses (7,424) (20,964) (28,388)
Profit before income tax 19,083 17,437 36,520
Income tax expense (5,946) (4,479) (10,425)
Profit for the year 13,137 12,958 26,095
Other comprehensive income for the year
Items that may be reclassified subsequently to profit or loss
Change in fair value of available-for-sale finanaasets, net of

amounts realised and net of deferred tax 8.500 10,500 19,000
Total comprehensive income for the year 21,637 23,458 45,095
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10  Segment reporting (continued)

Statement of comprehensive income by business segrmifor the year ended 31 December 2015

Non-life Life Total
HRK’000 HRK’000 HRK’000

Gross premiums written 279,390 265,594 544,984
Written premiums ceded to reinsurers (130,064) (41,591) (171,655)
Net premiums written 149,326 224,003 373,329
Change in the gross provision for unearned premiums (7,515) 245 (7,270)
Reinsurers’ share of change in the provision foraaned

premiums 1,177 (66) 1,111
Net earned premiums 142,988 224,182 367,170
Fees and commission income 41,571 10,684 52,255
Financial income 24,393 125,740 150,133
Other operating income 5,631 2,521 8,152
Operating income 214,583 363,127 577,710
Claims and benefits incurred (163,246) (243,375) (406,621)
Reinsurers’ share of claims and benefits incurred 81,203 36,095 117,298
Net policyholder claims and benefits incurred (82,043) (207,280) (289,323)
Acquisition costs (53,757) (44,708) (98,465)
Administrative expenses (32,854) (70,486) (103,340)
Other operating expenses (20,760) (3,864) (24,624)
Financial expenses (7,738) (20,203) (27,941)
Profit before income tax 17,431 16,586 34,017
Income tax expense (3,920) (3,532) (7,452)
Profit for the year 13,511 13,054 26,565
Other comprehensive income for the year
Items that may be reclassified subsequently to profit or loss
Change in fair value of available-for-sale finanaasets, net of

amounts realised and net of deferred tax (629) (18,290) (18,919)
Total comprehensive income for the year 12,882 (5,236) 7,646
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10  Segment reporting (continued)

Measurement of segment assets and liabilities agohent revenues and results is based on the acupyaticies
set out in the accounting policy note.

The main business segments of the Company are ifdoim$urance and Life assurance. Note 9 of thammn€ial
statements provides further information about tgeiicant terms and conditions of insurance prdsguc

Segment results, assets and liabilities includastdirectly attributable to the segment, as wethase which have
been allocated on a reasonable basis.

The main products and services offered by the teddsusiness segments include:

Non-life:

Property and liability
Motor third party liability
Motor casco

Accident and travel health
Marine and transport
Supplementary health

Life:

Endowment

Endowment with fixed age at maturity (Whole Life)
Term insurance

Unit-linked

Index-linked

Geographical segment

The Company operates mostly in the Republic of @axo@lmost the entire income from insurance cootsas
generated from clients in the Republic of Crodtiarefore no geographical segment information és@nted.

56



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

11  Merger with Wiener nekretnine d.o.o.

As of 1 October 2015 the Company legally mergednafienekretnine d.o.o., whereby Wiener nekretnimeod.
ceased to exist as a separate legal and operaéintinl. The assets and liabilities acquired by @menpany as a
result of merger are recognised at the carryinguartsoimmediately prior to the merger in the finahstatements
of Wiener nekretnine d.o.o. Retained earnings oW nekretnine d.o.o. are added to the Retainetnga of
the Company while cost of investment in Wiener pr&kne d.o.o. in the amount of HRK 1,600 thousasd i
eliminated with original net assets of Wiener néhiree d.o.0. at acquisition date.

Effect of legal merger

The legal merger of Wiener nekretnine d.o.o. a$ @ictober 2015 had the following effect on the Camps
assets and liabilities in 2015:

Acquired on merger

HRK'000

Assets and liabilities assumed

Property and equipment 51,198
Investment property 9,276
Other receivables 2,563
Cash and cash equivalents 219
Borrowing (55,208)
Provisions for liabilities and charges (29)
Current income tax liability (137)
Other payables (1,630)
Investment of the Company in Wiener nekretnine d.o.o. (1,600)
Net identifiable assets and liabilities 4,652
Recognised as part of equity as follows:

Retained earnings 4,652
Total 4,652
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12 Property and equipment

Land and Motor Equipment Leasehold

buildings vehicles and furniture improvement Total

HRK’000 HRK’000 HRK’000 HRK'000 HRK’000
Cost
At 1 January 2015 114,404 7,474 43,637 7,683 173,198
Additions 93 266 2,382 266 3,007
Disposals (74) (3,693) (38) - (3,805)
Write offs - - (1,226) (4,164) (5,390)
Reclassification to investment property (Note 13) (14,220) - - - (14,220)
Reclassification from investment property (Note 13) 6,530 - - - 6,530
Reclassification from asset held for sale 919 - - - 919
Reclassification 1,189 (20) 150 (1,329) -
At 31 December 2015 108,841 4,037 44,905 2,456 160,239
At 1 January 2016 108,841 4,037 44,905 2,456 160,239
Additions 114 - 3,211 124 3,449
Disposals - (2,023) (92) - (2,115)
Write offs - - (26,059) (234) (26,293)
Reclassification to investment property (Note 13) (14,976) - - - (14,976)
Reclassification from asset held for sale 360 - - - 360
Reclassification to other intangible assets (N&te 1 - - (7) - (7)
At 31 December 2016 94,339 2,014 21,958 2,346 120,657
Depreciation and impairment losses
At 1 January 2015 21,300 6,138 38,725 5,334 71,497
Depreciation charge for the year (Note 37) 1,779 680 1,946 468 4,873
Disposals (43) (3,548) (36) - (3,627)
Write offs - - (1,190) (3,567) (4,757)
Impairment (Note 38) 4,618 - - - 4,618
Reclassification to investment property (Note 13) 3,560) - - - (3,560)
Reclassification from investment property (Note 13) 1,259 - - - 1,259
Reclassification 546 (20) 39 (575) -
At 31 December 2015 25,899 3,260 39,484 1,660 70,303
At 1 January 2016 25,899 3,260 39,484 1,660 70,303
Depreciation charge for the year (Note 37) 1,674 365 2,102 199 4,340
Disposals - (1,976) (89) - (2,065)
Write offs - - (25,672) (206) (25,878)
Impairment (Note 38) 4,239 - - - 4,239
Reclassification to investment property (Note 13) 6,060) - - - (6,060)
Reclassification to other intangible assets (N&e 1 - - 4) - 4)
At 31 December 2016 25,752 1,649 15,821 1,653 44,875
Carrying amounts
At 1 January 2015 93,104 1,336 4,912 2,349 101,701
At 31 December 2015 82,942 777 5,421 796 89,936
At 1 January 2016 82,942 77 5,421 796 89,936
At 31 December 2016 68,587 365 6,137 693 75,782

Included within land and buildings is non-depretgaland with a carrying amount of HRK 14,337 thoub#2015: HRK 18,132
thousand). As of 31 December 2016, land and buildings & @ompany was not pledged as collateral for borrgvah the
Company (2015: HRK 7,597 thousand).

In 2016, the Company changed the use of businessigge with carrying amount of HRK 8,916 thousandl@MHRK 10,660
thousand) from owner-occupied to investment propantd reclassified these premises as such. In 20&5;ompany changed the
use of business premises with carrying amount of HRK71 thousand from investment property to owreaupied and
reclassified these premises as such. In 2016, thgp@ay changed the intention to sell asset helddte with carrying amount of
HRK 360 thousand (2015: HRK 919 thousand) and stéotede it as owner-occupied.

During 2016 and 2015 there were no capitaliseddwing costs related to the acquisition of propeartg equipment.
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13 Investment property

Cost

At 1 January 2015

Acquired in lieu of uncollected loans

Additions

Reclassifications from property and equipment (N
Reclassification to property and equipment (Note 12)

At 31 December 2015

At 1 January 2016

Acquired in lieu of uncollected loans

Additions

Disposals

Reclassifications from property and equipment (Nd&te

At 31 December 2016

Depreciation and impairment losses

At 1 January 2015

Depreciation charge for the year (Note 39)
Impairment (Note 39)

Reclassifications from property and equipment (N
Reclassification to property and equipment (Note 12)

At 31 December 2015

At 1 January 2016

Depreciation charge for the year (Note 39)
Disposals

Impairment (Note 39)

Reclassifications from property and equipment (Nt

At 31 December 2016
Carrying amounts
At 1 January 2015
At 31 December 2015

At 1 January 2016
At 31 December 2016

Wiener osiguranje Vienna Insurance Group d.d.

HRK'000

71,191
1,347
510
14,220
(6,530)

80,738

80,738
1,185
211
(18,551)
14,976

78,559

11,705
1,072
3,581
3,560

(1,259)

18,659

18,659
1,065
(4,092)
2,058
6,060

23,750

59,486
62,079

62,079
54,809

31 December 2016

The rental income arising during the year amoutdeldRK 2,898 thousand for the Company (2015: HR852,
thousand) and is recognised in profit or loss wittfrinancial income” (Note 33). The depreciatiorade is
recognised in profit or loss under “Financial exgesi (Note 39). Direct operating expenses (inclgdepairs and
maintenance) arising from investment property dutime year amounted to HRK 2,194 thousand (2013K HR

1,332 thousand) are recognised in profit or loghiwi‘Financial expenses - other” (Note 39).

In 2016, the Company changed the use of businessiges with carrying amount of HRK 8,916 thousa2@iL6:
HRK 10,660 thousand) from owner-occupied to investtrproperty and reclassified these premises ds. $uc

2015, the Company changed the use of business sgemiith carrying amount of HRK 5,271 thousand from

investment property to owner-occupied and recleskthese premises as such.
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14  Deferred acquisition costs

As part of the Company’s insurance business, cerd@quisition costs are deferred. For the life asse

business, acquisition costs are taken into accountalculating the life assurance provisions by nseaf

Zillmerisation as a result of which a separate letbacquisition cost asset for the life assurdne@ness is not
recognised at the reporting date. For segment tieggourposes, life rider business is classifiedifasassurance
business.

An analysis of deferred costs is shown below:

Non-life Life rider Total
2016 2015 2016 2015 2016 2015
HRK'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK'000

At 1 January 21,061 15,251 248 263 21,309 15,514
Net change recognised in profit

or loss (Note 36) 3,058 5,810 36 (15) 3,094 5,795
At 31 December 24,119 21,061 284 248 24,403 21,309
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15 Other intangible assets

Cost

At 1 January 2015
Additions
Transfer into use

At 31 December 2015
At 1 January 2016
Additions

Transfer into use

Reclassification from property and
equipment (Note 12)

At 31 December 2016

Amortisation and impairment losses

At 1 January 2015
Amortisation for the year (Note 37)

At 31 December 2015

At 1 January 2016

Amortisation for the year (Note 37)

Impairment

Reclassification from property and
equipment (Note 12)

At 31 December 2016

Carrying amounts

At 1 January 2015
At 31 December 2015

At 1 January 2016
At 31 December 2016

Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Acquired
value of in-  Computer
Goodwill force business  software
HRK’000 HRK'000 HRK’000
3,552 3,450 43,375
- - 2,497
- - 328
3,552 3,450 46,200
3,652 3,450 46,200
- - 3,929
- - 291
- - 7
3,552 3,450 50,427
- 3,105 41,258
- 345 1,191
- 3,450 42,449
- 3,450 42,449
- - 2,014
- - 4
- 3,450 44,467
3,552 345 2,117
3,552 - 3,751
3,552 - 3,751
3,652 - 5,960

Computer
software not
brought into
use Other Total
HRK’000 HRK’000 HRK’000
2,482 62 52,921
51 - 2,548
(328) - -
2,205 62 55,469
2,205 62 55,469
890 - 4,819
(291) - -
- - 7
2,804 62 60,295
- 62 44,425
- - 1,536
- 62 45,961
- 62 45,961
- - 2,014
834 - 834
- - 4
834 62 48,813
2,482 - 8,496
2,205 - 9,508
2,205 - 9,508
1,970 - 11,482
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16

a)

b)

c)

Wiener osiguranje Vienna Insurance Group d.d.

Investment in associate

Associate was as follows:

Industry Domicile

Construction and
Vile Baredine d.o.o. services Croatia

Investment in associate was as follows:

Vile Baredine (30%)

Ownership at
31 December

31 December 2016

Ownership at
31 December

2016 2015

- 30%

2016 2015
HRK’'000 HRK’'000

Cost of investment in associate, Vile Baredinea,an the amount of HRK 6 thousand was fully innpéi

and provided for as of 31 December 2015. Provisiaa been included in ‘Financial expenses’ in the

income statement (Note 39).

During 2016, Vile Baredine d.o.o. was liquidated aleregistered from the Court register.

Summarised financial information for associate, Vié Baredine d.o.o. were as follows:

Current assets
Non-current assets
Current liabilities

Net assets

Share of associates’ profit

2016
HRK’000

2015
HRK’'000

32
1,870
(2,111)

(209)

)
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17 Financial investments

2016 2015

HRK’000 HRK’000

Held-to-maturity investments 941,378 949,780
Available-for-sale financial assets 1,047,506 1,064,126
Financial assets held for trading 169,854 120,357
Financial assets designated at fair value througfit pr loss 349,417 223,280
Financial assets at fair value through profit @slo 519,271 343,637
Loans and receivables 218,788 219,893

2,726,943 2,577,436

Financial assets at fair value through profit or loss

As at 31 December 2016 and 31 December 2015 there mo past due financial assets at fair valueutitrgorofit
or loss.

Available-for-sale financial assets

In 2016, the Company recognised an impairment dmsequity securities available for sale throughfipar loss,
which decreased profit before tax by HRK 878 thodsé&015: decreased profit before tax by HRK 21#amd,
due to impairment of debt securities).

Held-to-maturity investments

As at 31 December 2016 and 31 December 2015 thenee o past due held-to-maturity investments.

Loans and receivables

Loans and receivables consist of deposits with amikl loans to customers. Loans to customers gaside with
banks are stated net of impairment allowance st

2016 2015

HRK’000 HRK’000

Loans to customers 92,551 101,711
Deposits with banks 188,513 183,679
Impairment allowance on loans to customers (30,348) (33,569)
Impairment allowance on deposits with banks (31,928) (31,928)
Loans to customers, net of impairment allowance 62,203 68,142
Deposits with banks, net of impairment allowance 156,585 151,751
218,788 219,893

63



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

17 Financial investments (continued)

Loans and receivables (continued)

Loans and receivables are analysed as shown below:

2016 2015

HRK’'000 HRK’000

Not due and not impaired 212,365 210,796
Due but not impaired 1,165 1,108
Due and impaired 67,534 73,486
Impairment (62,276) (65,497)
218,788 219,893

Out of the Company’s past due but not impaired doamd receivables in the amount of HRK 1,165 thodig2015:
HRK 1,108 thousand), HRK 634 thousand (2015: HRK Bfbusand) is secured by mortgages on real estiis,
529 thousand (2015: HRK 402 thousand) is securetidyedemption value of life assurance policiefeyiiRK 2
thousand is not secured (2015: HRK 12 thousand).

Out of past due and impaired loans and receivahlése amount of HRK 67,534 thousand (2015: HRK488,
thousand), HRK 35,606 thousand (2015: 41,558 thal)seelate to past due and impaired loans and HRRZB
thousand (2015: HRK 31,928 thousand) relate to gastand fully impaired deposits with banks. Oupasét due
and impaired loans in the amount of HRK 35,606 $samal (2015: 41,558 thousand), HRK 23,249 thous2@ii5(
HRK 29,068 thousand) is secured by mortgages drestate, while HRK 12,357 thousand (2015: 12,4@i$and)
is not secured, however is fully impaired.

In 2016 and 2015 there was no interest income r@sed on impaired loans.

The movement in impairment allowance for loansustemers during the year was as follows:

2016 2015

HRK’000 HRK’000

At 1 January 33,569 32,583
Impairment losses 896 1,824
Collection of amounts previously provided for (405) (36)
Impairment losses on loans to customers, net (B@e 491 1,788
Write offs (3,712) (802)
At 31 December 30,348 33,569

In 2015, the Company foreclosed properties in emghaof uncollected loans and interest receivablestd which
amounts charged to the impairment allowance fonddaave been written off in amount HRK 326 thousdnd
2016, no such write off occurred.
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17  Financial investments (continued)

Loans and receivables (continued)

The movement in impairment allowance for deposith Wanks during the year was as follows:

2016 2015

HRK’000 HRK’000

At 1 January 31,928 28,557
Impairment losses on deposits with banks (Note 39) - 3,371
31,928 31,928

At 31 December
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17 Financial investments (continued)

Financial
Held-to-  Available-for- assets at fair
maturity  sale financial value through ~ Loans and
investments assets profitorloss  receivables Total
HRK’'000 HRK’000 HRK’000 HRK'000 HRK’000
201¢
Listed - 7,969 845 - 8,814
Unlisted - 26,010 - - 26,010
Equity securities - 33,979 845 - 34,824
Government bonds of the Republic of Croatia 941,378 916,011 - - 1,857,389
Corporate bonds — domestic - 58,141 - - 58,141
Corporate bonds — foreign - 3,757 36,597 - 40,354
Corporate bonds — assets backing index-linked mtsdéoreign - - 84,301 - 84,301
Government bonds of the Republic of Croatia — ads&tking unit and
index linked products — domestic - - 221,345 - 221,345

Debt securities — fixed rate, listed 941,378 977,909 342,243 - 2,261,530
Investment funds — open ended, quoted - 35,618 132,412 - 168,030
Investment funds — assets backing unit-linked petsjudomestic - - 43,771 - 43,771
Investment funds - 35,618 176,183 - 211,801
Deposits with banks - - - 156,585 156,585
Loans to customers — secured by the redemptiore \adllife assurance - - - 51,800 51,800
Loans to customers - secured by mortgages on stibe - - - 7,504 7,504
Loans to customers - other - - - 2,899 2,899
Loans and receivables - - - 218,788 218,788

941,378 1,047,506 519,271 218,788 2,726,943
201t
Listed - 4,877 718 - 5,595
Unlisted - 24,365 - - 24,365
Equity securities - 29,242 718 - 29,960
Government bonds of the Republic of Croatia 949,159 944,698 - - 1,893,857
Municipal bonds — domestic 621 317 - - 938
Corporate bonds — domestic - 57,259 - - 57,259
Corporate bonds — foreign - - 32,852 - 32,852
Corporate bonds — assets backing index-linked mtsdtoreign - - 85,889 - 85,889
Government bonds of the Republic of Croatia — ads&tking index-

linked products - domestic _ _ 100,461 ; 100,461

Debt securities — fixed rate, listed 949,780 1,002,274 219,202 - 2,171,256
Investment funds — open ended, quoted - 32,610 86,787 - 119,397
Investment funds — assets backing unit-linked petsjudomestic - - 36,930 - 36,930
Investment funds - 32,610 123,717 - 156,327
Deposits with banks - - - 151,751 151,751
Loans to customers — secured by the redemptiore \adllife assurance - - - 53,706 53,706
Loans to customers - secured by mortgages on stibe - - - 11,140 11,140
Loans to customers - other - - - 3,296 3,296
Loans and receivables - - - 219,893 219,893

949,780 1,064,126 343,637 219,893 2,577,436
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17 Financial investments (continued)

Reclassification of financial assets

From 2011 to 2012 upon decision of the Managemeatr@® based on paragraph 54 of International Aciogin
Standard 3%inancial Instruments: Recognition and Measurement, the Company reclassified available-for-sale
financial assets as held-to-maturity investmenk&e Tompany has intent and ability to hold the sifeed assets
to maturity.

Net book value at the Effective intrest rate at Other comprehensive income
Reclassification date reclassification date the reclassification date up to the reclassification date

HRK’000 % HRK’000
5 October 2011 219,132 6.38 (1,759)
2 November 2011 296,041 6.80 (8,764)
20 March 2012 139,508 6.57 3,543
Total 654,681 6.61 (6,980)

At the reclassification date 31 December 2016 31 December 2015
Net book Net book Net book
value Fair value value Fair value value Fair value

HRK’000 HRK '000 HRK’000 HRK’000 HRK'000 HRK'000

Assets reclassified in 2011:
Debt securities 515,173 515,173 518,973 601,636 521,409 602,120

Assets reclassified in 2012:
Debt securities 139,508 139,508 139,726 167,493 141,168 163,252

654,681 654,681 658,699 769,129 662,577 765,372

The following table shows the amounts recognisecpriofit or loss and other comprehensive income from
reclassified assets in 2016:

2016 2015
Other Other
comprehensive comprehensive
Profit or loss income  Profit or loss income
Available-for-sale financial asset reclassified to
held-to-maturity investment 2011 to 2012
Exchange rate differences (4,114) - (1,405) -
Interest income 43,385 - 43,566 -
Amortisation of premium 237 - 223 -
Amortisation of fair value reserve to profit or $os (1,160) - (1,238) -
Change in fair value reserve, net of income tax - 195 - 991
38,348 951 41,146 991
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17 Financial investments (continued)

Reclassification of financial assets (continued)

The following table shows the amounts that woulddmgnised in profit or loss and other comprehensicome
from reclassified assets in 2016 if there was wtassification:

2016 2015
Other Other
comprehensive comprehensive
Profit or loss income  Profit or loss income
Available-for-sale financial asset reclassified to
held-to-maturity investment 2011 to 2012
Exchange rate differences (4,857) - (1,640) -
Interest income 43,385 - 43,566 -
Amortisation of premium (1,234) - (1,156) -
Change in fair value reserve, net of income tax - ,04% - 9,746
37,294 15,048 40,770 9,746
18 Reinsurers’ share of technical provisions
2016 2015
Note HRK’000 HRK’000
Non-life
Reinsurance share in provision for unearned premiums 25 a) 59,747 60,794
Reinsurance share in reported but not settled cleserve 25 b) 88,589 87,787
Reinsurance share in incurred but not reported sla@serve 25¢) 58,153 55,728
Total Non-life 206,489 204,309
Life
Reinsurance share in provision for unearned premiums 25 a) 6 741
Reinsurance share in reported but not settled cleserve 25 b) 1,755 2,584
Reinsurance share in incurred but not reported slagserve 25¢) 617 1,120
Reinsurance share in life assurance provision 25 1) 292,410 283,691
Total Life 294,788 288,136
Total reinsurers’ share of technical provisions 501,277 492,445

Reinsurers’ share in technical provisions represerpected future claims that will be charged foswrers, and
reinsurers’ share in unearned premium. Premiumsdcéa reinsurance do not relieve the Company frisndirect
obligations towards policyholders. Accordingly, tBempany incurs a credit risk up to the extent thatreinsurer
would not be able to settle its liability under tieénsurance agreement.
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19 Deferred tax asset/liability

Deferred tax asset Deferred tax liability

Provisions Total Total

Impairment  Unrealised for liabilities  deferred Fair value deferred
losses losses and charges tax asset reserve tax liability

HRK’000 HRK’000 HRK'000 HRK’'000 HRK'000  HRK'000

At 1 January 2015 2,054 75 226 2,355 (15,753) (15,753)
Credited to the income statement (Note 40) 2,663 7 53 2,723 - -
Credited to other comprehensive income (Note

23f) - - - - 4,730 4,730
At 31 December 2015 4,717 82 279 5,078 (11,023) (11,023)
At 1 January 2016 4,717 82 279 5,078 (11,023) (11,023)
Income statement

Impact of change in tax rate (337) (6) (24) (367) - -
Credited to the income statement 1,005 197 53 1,255 - -
Net credit to the income statement (Note 40) 668 191 29 888 - -

Other comprehensive income

Impact of change in tax rate - - - - 1,102 1,102
Debited to other comprehensive income - - - - @)92 (3,929
Net debit to other comprehensive income (Note

23f) - - - - (2,827) (2,827)
At 31 December 2016 5,385 273 308 5,966 (13,850) (13,850)
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20 Insurance and other receivables

Receivables arising from insurance contracts
- from policyholders

- from recourses

- from intermediaries

- from other

Receivables from reinsurance
- for claims recoveries

- for reinsurance commission
- for reinsurance deposits

Other receivables
- accrued interest
- other

Prepaid expenses

Impairment allowance

- for receivables from policyholders

- for recourse receivables

- for other receivables arising from insurancetramts
- for accrued interest

- for other receivables

Total insurance and other receivables

The analysis of insurance and other receivablgs/en below:

Not due and not impaired
Due but not impaired
Due and impaired
Impairment allowance

Wiener osiguranje Vienna Insurance Group d.d.

31 December 2016

2016 2015
HRK’000 HRK'000
81,073 94,556
28,226 30,448
685 853
13,061 18,873
48,201 47,003
24,879 32,884
8,726 16,857
18,428 19,811
10,184 6,546
284 976
(40,615) (48,549)
(4,806) (4,979)
(39) -
(18,295) (19,662)
(5,178) (5,397)
164,814 190,220
2016 2015
HRK’000 HRK’000
129,471 143,691
35,343 46,529
68,933 78,587
(68,933) (78,587)
164,814 190,220

Impairment losses related to insurance receivahles recognised based on internal analysis of wuteld

premiums.
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20 Insurance and other receivables (continued)

a) Receivables from policyholders

The movement in impairment allowance for receivatfitem policyholders during the year was as follows

2016 2015
HRK’000 HRK’'000

At 1 January 48,549 55,810
Increase in provisions 4,718 11,038
Decrease in provisions due to collection (5,339) (9,855)
(Reversal of impairment loss)/impairment losses (621) 1,183
Write off of provision (7,313) (8,444)
At 31 December 40,615 48,549

Impairment losses for receivables from poliyholdsnes offset against gross premiums written.

b) Receivables from recourses

The movement in impairment allowance for recoueseivables during the year was as follows:

2016 2015

HRK’000 HRK’000

At 1 January 4,979 4,996
Decrease in provisions due to collection (Note 34) (173) a7)
At 31 December 4,806 4,979

c) Other receivables arising from insurance contracts

The movement in impairment allowance for other ineadgles arising from insurance contracts duringytbar was
as follows:

2016 2015
HRK’'000 HRK’000

At 1 January B B

Increase in provisions 39 -

At 31 December 39 -

Impairment losses for other receivables arisingnfrimsurance contracts relate to receivables fomuaeurance
premiums and are offset against gross premiumsenrit
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20 Insurance and other receivables (continued)

d) Receivables for accrued interest

The movement in impairment allowance for accruédrest during the year was as follows:

2016 2015
HRK’000 HRK’000

At 1 January 19,662 20,282
Increase in provisions - 134
Decrease in provisions due to collections (5) -
(Reversal of impairment loss)/impairment loss (Not&9) (5) 134
Write off of provisions (1,362) (754)
At 31 December 18,295 19,662

e) Other receivables

The movement in impairment allowance for other metdes during the year was as follows:

2016 2015
HRK’000 HRK’000

At 1 January 5,397 4,053
Increase in provisions 3 1,428
Decrease in provisions due to collections (222) (53)
(Reversal of impairment loss)/impairment loss (219) 1,375
Write off of provisions - (312)
At 31 December 5,178 5,397

21 Assets held for sale

2016 2015
HRK’000 HRK’000

Property 1,009 6,096

Assets held for sale comprise residential flatsityrof Pula. The Company is actively selling thpseperties.
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22 Cash and cash equivalents

2016 2015
HRK’000 HRK’000
Cash at bank 12,724 5,693
Cash on hand 6 -
Total cash and cash equivalents 12,730 5,693
23 Equity
a) Share capital
2016 2015
HRK’000 HRK’000
Authorised, issued and fully paid
374,278 R015:374,278) ordinary shares of HRK 630 235,795 235,795

The share capital of the Company is denominate@raatian kuna. The nominal value of each shareds HRK
630.

At the reporting date, the shareholders of the Gomare as follows:

2016 2015
% ownership % ownership

Vienna Insurance Group AG Wiener Versicherung Geupp 99.47 99.47
Minority shareholders 0.53 0.53
100.00 100.00

The parent company is Vienna Insurance Group AGhi&ersicherung Gruppe and the ultimate parenipeoy is
Wiener Stadtische Wechselseitiger Versicherunggver®ermogensverwaltung — Vienna Insurance Group.

b) Capital reserves

Capital reserves consist of share premium resargeother payments of shareholders into capitakvese The share
premium reserve represents the accumulated podiffeeence between the par value of shares isanddhe amount
received upon issue of share capital.

C) Legal reserve

The legal reserve represents accumulated appliopgafrom retained earnings in accordance with ghevious
Insurance Act, which required a minimum of onedhaf the Company’s net profit to be transferredatmon-
distributable legal reserve. The legal reserve bwwused to cover prior period losses if the losseqiot covered by
current year profits or if other reserves are nailable.
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23 Equity (continued)

d) Other reserves

Other reserves can be used for share capital iserdass coverage or other purposes at the disorefi the
Company’s General Assembly.

e) Dividends per share

In 2016, the Company paid dividends for 2015 indaheunt of HRK 21,798 thousand or HRK 58.24 peresliza
2015 for 2014: HRK 20,903 thousands or HRK 55.86 gi@re), following their declaration by sharehoddi
General Assembly. A dividend in respect of the yaated 31 December 2016 of HRK 59.26 per shareyatimgy
to a total dividend of HRK 22,180 thousand, is ¢éoppoposed at the annual general meeting in Ma$.201

f) Fair value reserve
The fair value reserve represents the cumulatieizedd gains and losses from change in fair valuénancial

assets available-for-sale, net of deferred tax.mdlvements are presented in other comprehensiwanimén the
Statement of comprehensive income, net of tax. Mwrgs in the fair value reserve were as follows:

2016 2015
HRK'000 HRK’000

At 1 January
Gross fair value reserve 55,115 78,764
Deferred tax (Note 19) (11,023) (15,753)
Net 44,092 63,011
Net gains/(losses) from change in fair value ofilat¢e-for-sale financial assets 42,666 (174)
Impairment losses on financial assets availablsdte — transfer to profit or loss (Note 39) 878 22
Net gains on disposal of available-for-sale finahassets — transfer to profit or loss (Note 33) (21,717) (23,497)
21,827 (23,649)

Impact of change in income tax rate on deferred/ite 19) 1,102 -
Deferred tax on net (gains)/losses from changeiimvhlue of available-for-sale financial assets,

net of amounts realized and impairment losses (li®}e (3,929) 4,730
Net credit/(debit) recognised in other comprehensive income 19,000 (18,919)
At 31 December
Gross fair value reserve 76,942 55,115
Deferred tax (Note 19) (13,850) (11,023)
Net 63,092 44,092
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23 Equity (continued)

Solvency Il regulatory framework came into force dnJanuary 2016 and has replaced the Solvency itatap
requirements as the binding regulatory regime. fgwe Solvency Il regime has fundamentally chanpectalculation
of solvency capital, measurement of assets antlitliedy Solvency Il introduced a number of newuggments in risk
management and placed a greater emphasis onsiesagent and documentation of risks and contradkjding the
development of an articulation of ‘risk appetitdi. order to systematise risk management in 2016,Gbmpany
established and adopted the policies that covefraineework of risk management, own risk and solyeagsessments
(ORSA) and risk management for each risk category.

Capital management objectives, policies and approac

The Company established the following capital managnt objectives, policies and approach to managmgisks
that affect its capital position:

. To maintain the required level of stability of t@®mpany and thereby providing sufficient securiy t
policyholders;

. To allocate capital efficiently and support the elepment of business by ensuring that returns on
employed capital meet the requirements of sharehnsld

. To retain financial flexibility by maintaining stng liquidity;
. To align the profile of assets and liabilities takinto account the risks inherent in the business.

The operations of the Company are also subjectdalatory requirements imposed by Croatian Findi8savices
Supervisory Agency. Such regulations not only mibscapproval and monitoring of activities, butalsnpose
certain restrictive provisions (e.g., capital adezy) to minimise the risk of default and insolvemdythe insurance
companies to meet unforeseeable liabilities as #énsg. The Company has met all of these requiresrbroughout
the financial year.

In reporting of financial strength, capital andvesicy are measured using the rules prescribed dyEthopean
Insurance and Occupational Pensions Authority (DA hese regulatory capital tests are based upgunired
levels of solvency, capital and a series of prudessumptions in respect of the type of businesgtenri The
Company’s capital management policy for its insoeans to hold sufficient capital to cover the staty
requirements based on the EU directives and régnfaas well as Croatian Insurance Act.

Approach to capital management

The Company seeks to optimise the structure andeswf capital to ensure that it consistently nmasés returns
to the shareholders and policyholders. The Comaapproach to managing capital involves managirsgtas
liabilities and risks in a coordinated way, assggshortfalls between reported and required capetzls on a
regular basis and taking appropriate actions toémice the capital position of the Company in tgktlof changes
in economic conditions and risk characteristics.

The capital requirements are routinely forecasa geriodic basis and assessed against the fogiktble capital
including risk and sensitivity analyses. The predsaultimately subject to approval by the Managenioard. The
Company is using the standard Solvency Il formwacélculate eligible own funds and the solvencyiteap
requirement and performs own risk and solvencyssssent to identify the risks and quantify their aopon the
economic capital.
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23 Equity (continued)

Approach to capital management (continued)

ORSA is one of the requirements of the Solvendgdislation. ORSA is a process that ensures comqsiaf the
business strategy with the risk strategy and capéiguirements in the context of the general riskneagement
framework. It aims to ensure that the insurer iy faware of the relationship between its busirseastegy, the risks
that the insurer is taking in the short term ad aglin the medium to long term and the capitalii@gnents arising
from those risks. In line with legislation, ORSAarporates the following three key elements:

. the insurance company’s assessment of overall sojveeeds,

. the assessment of compliance, on a continuous ,badfls the capital requirements and with the
requirements regarding technical provisions, and

. the assessment of the significance of the deviatibthe insurance company’s risk profile from the
assumptions underlying the Solvency Capital Requérg in accordance with the standard formula.

The Company’s objective is to maintain availablgitzd at the level that is significantly above th@nimum

requirements indicated and consistent with the Gomjs risk profile, risk appetite and capital magiagnt
strategy.

Solvency Il regulatory capitalisation (unaudited)

2016 2015
HRK’000 HRK’000

Eligible own funds 715,363 731,993
Solvency capital requirement 183,848 243,280
Minimum capital requirement 81,607 69,986
Solvency ratio 389.1% 300.9%

At 31 December 2016, the solvency ratio amounteat 889,1% (2015: 300.9%). Therefore, the insolyerak that
Company is exposed to is small.
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24  Earnings per share

For the purposes of calculating earnings per sleamings is calculated as the profit for the wtibutable to equity
holders of the Company. The number of ordinaryeshias the weighted average number of ordinary sharestanding
during the year after deducting the number of @dirtreasury shares. The weighted average numberdafary
shares used for basic and diluted earnings pee shas 374,2782015: 374,278). Given that there are no effect of
options, convertible bonds or similar instrumetttg, diluted earnings per share is the same asasie barnings per
share.

2016 2015
HRK’000 HRK’000
Profit attributable to ordinary shareholders fomérggs per share 26,095 26,565
2016 2015
HRK HRK
Basic and diluted earnings per share
70 71
25 Technical provisions
2016 2015
Note HRK’000 HRK’000
Non-lifeinsurance business
Provision for unearned premiums 25 a) 143,924 140,750
Reported but not settled claims reserve 25b) 169,498 174,060
Incurred but not reported claims reserve 25¢) 120,892 118,338
Unexpired risk provision 25d) 2,530 2,450
Other technical provision 25¢e) 13 236
Total Non-life insurance business 436,857 435,834
Life assurance business
Provision for unearned premiums 25a) 1,951 2,224
Reported but not settled claims reserve 25Db) 11,479 12,141
Incurred but not reported claims reserve 25¢) 2,524 2,695
Life assurance provision for traditional products 251) 1,548,205 1,556,531
Provision for unit-linked and index-linked 2509) 349,417 223,280
Total Life assurance business 1,913,576 1,796,871
Total technical provisions 2,350,433 2,232,705
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25  Technical provisions (continued)

a) Analysis of movement in provision for unearned prerium
2016 2016 2016 2015 2015 2015
Gross  Reinsurance Net Gross Reinsurance Net
HRK’000 HRK'000  HRK'000 HRK’000 HRK’000 HRK’000
Non-life insurance business
At 1 January 140,750 60,794 79,956 133,235 59,617 73,618
Premiums written during the year 299,812 131,564 168,248 279,390 130,064 149,326
Less: premiums earned during the year  (296,638) (132,611) (164,027) (271,875) (128,887) (142,988)
At 31 December 143,924 59,747 84,177 140,750 60,794 79,956
Life assurance business
At 1 January 2,224 741 1,483 2,469 807 1,662
Premiums written during the year 9,786 (425) 10,211 10,163 5,142 5,021
Less: premiums earned during the year (10,059) (310) (9,749) (10,408) (5,208) (5,200)
At 31 December 1,951 6 1,945 2,224 741 1,483
b) Analysis of movements in reported but not settledlaims reserve
2016 2016 2016 2015 2015 2015
Gross  Reinsurance Net Gross  Reinsurance Net

HRK’000 HRK’'000 HRK’'000 HRK'000 HRK’000 HRK’000

Non-life insurance business

At 1 January 174,060 87,787 86,273 207,747 111,954 95,793
Current year claims 183,811 82,576 101,234 168,513 77,701 90,812
Change in previous year claims (3,980) (2,668) (1,312) (3,294) 90 (3,384)

Claims paid (184,393) (79,106) (105,286) (198,906) (101,958) (96,948)
At 31 December 169,498 88,589 80,909 174,060 87,787 86,273

Life assurance business

At 1 January 12,141 2,584 9,657 11,680 2,190 9,490
Current year claims 162,190 25,627 136,563 156,236 31,441 124,795
Change in previous year claims 1,634 504 1,130 23,035 (167) 23,202
Claims paid (164,486) (26,960) (137,526) (178,810) (30,880) (147,930)
At 31 December 11,479 1,755 9,724 12,141 2,584 9,557
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c) Analysis of movements in incurred but not reportecclaims reserve

Non-life insurance business

At 1 January

Additions recognised during the year
Transfer to claims reported provision

At 31 December

Life assurance business

At 1 January

Additions recognised during the year

Transfer to claims reported provision

At 31 December

d) Analysis of movements in unexpired risk provision

At 1 January
Release in profit or loss
Increase in profit or loss

At 31 December

e) Analysis of movements in other technical provisio

At 1 January
Release in profit or loss
Increase in profit or loss

At 31 December

2016 2016 2016 2015 2015 2015
Gross Reinsurance Net Gross Reinsurance Net
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
118,338 55,728 62,610 119,883 52,316 67,567
34,746 17,707 17,039 30,649 21,104 9,545
(32,192) (15,282) (16,910) (32,194) (17,692) (14,502)
120,892 58,153 62,739 118,338 55,728 62,610
2,695 1,120 1,575 2,750 1,161 1,589
1,497 404 1,093 3,445 709 2,736
(1,668) (907) (761) (3,500) (750) (2,750)
2,524 617 1,907 2,695 1,120 1,575
2016 2016 2016 2015 2015 2015
Gross Reinsurance Net Gross Reinsurance Net
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
2,450 - 2,450 2,816 - 2,816
(2,450) - (2,450) (2,816) - (2,816)
2,530 - 2,530 2,450 - 2,450
2,530 - 2,530 2,450 - 2,450
2016 2016 2016 2015 2015 2015
Gross Reinsurance Net Gross Reinsurance Net
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
236 - 236 298 - 298
(236) - (236) (298) - (298)
13 - 13 236 - 236
13 - 13 236 - 236
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f) Life assurance provisions

Technical provisions (continued)
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31 December 2016

2016 2016 2016 2015 2015 2015
Gross  Reinsurance Net Gross Reinsurance Net
HRK'000 HRK’000 HRK'000 HRK’'000 HRK'000 HRK'000
At 1 January 1,556,531 283,691 1,272,840 1,563,715 278,829 1,284,886
Premium allocation 120,299 27,446 92,853 127,796 26,899 100,897
Release of liabilities due to benefits paid,
surrenders and other terminations (167,302) (25,046) (142,256) (182,522) (30,412) (152,110)
Unwinding of discount/accretion of interest 43,066 7,759 35,307 42,902 7,701 35,201
Change in Zillmer adjustment 7,920 1,584 6,336 11,135 2,341 8,794
Change in provision for unearned premium (487) (35) (452) (3,350) (705) (2,645)
Foreign currency translations (11,822) (2,989) (8,833) (3,145) (962) (2,183)
Balance at 31 December 1,548,205 292,410 1,255,795 1,556,531 283,691 1,272,840
g) Provision for unit-linked and index-linked
2016 2016 2016 2015 2015 2015
Gross Reinsurance Net Gross Reinsurance Net
HRK'000 HRK'000 HRK’'000 HRK'000 HRK'000 HRK’000
At 1 January 223,280 - 223,280 148,631 - 148,631
Premium allocation 109,446 - 109,446 68,777 - 68,777
Unrealised gains on funds where
policyholder investments were allocated 18,585 - 18,585 6,283 - 6,283
Foreign currency translations (1,894) - (1,894) (411) - (411)
Balance at 31 December 349,417 - 349,417 223,280 - 223,280
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25 Technical provisions (continued)

h) Development of claims reported by policyholders aB1 December 2016

Prior to 2010 2010 2011 2012 2013 2014 2015 2016 Total
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK '000 HRK’000 HRK’000

Estimate of cumulative

claims at the end of

underwriting year 1,649,564 271,673 256,743 255,690252,345 264,291 282,225 288,606 -
One year later 1,610,720 248,638 253,868 233,968 2,283 256,099 274,386 - -
Two years later 1,622,602 236,086 246,337 206,367 48,940 236,355 - - -
Three years later 1,624,637 228,038 242,548 200,90231,411 - - - -
Four years later 1,633,696 225,626 229,269 228,025 - - - - -
Five years later 1,622,897 223,962 225,016 - - - - - -
Six years later 1,624,150 234,383 - - - - - - -
Seven years later 1,659,281 - - - - - - - -
Current estimate of

cumulative claims 1,659,281 234,383 225,016 228,025 231,411 236,355 274,386 288,606 3,377,463
Cumulative payments 1,611,592 226,543 202,911 8721, 209,107 209,826 229,614 190,148,091,612
Amount recognised in

the current year

statement of financial

position 47,689 7,840 22,105 16,153 22,304 26,529 4,772 98,459 285,851
Claims handling costs

and recourses 4,678 653 1,010 773 902 1,138 1,664 3,131 13,949
Unsettled claims at 31

December 2016 on

policies transferred in

at 30 December 2005

on merger with Aurum 4,593 - - - - - - - 4,593
Total value recognised

in the current year

statement of financial

position 56,960 8,493 23,115 16,926 23,206 27,667 6,436 101,590 304,393

The historical data in respect of unsettled clairassferred in upon merger with Aurum is insuffiti¢o enable the
presentation of their development over an eight pesiod in the form as set above.
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25  Technical provisions (continued)
i) Remaining maturities of technical provisions
2016
Between1l Betweenb5 Between Between 15
Less than and 5 and 10 10 and 15 and 20 More than
1 year years years years years 20 years Total
HRK'000 HRK'000 HRK'000 HRK000 HRK000 HRK'000 HRK '000
Provision for unearned premiums 145,875 - - - - - 45,875
Reported but not settled claims
reserve and incurred but not 79,128 225,265 - - - - 304,393
reported claims reserve
Unexpired risk provision 2,530 - - - - - 2,530
Other technical provision 13 - - - - - 13
Life assurance provision and provis g7 188 677,847 347,408 215,630 84,142 475,407 16897
for unit-linked and index-linked
Technical provisions 324,734 903,112 347,408 215,630 84,142 475,407 02438
2015
Between1l Betweenb5 Between Between 15
Less than and 5 and 10 10 and 15 and 20 More than
1 year years years years years 20 years Total
HRK'000 HRK'000 HRK'000 HRK000 HRK'000  HRK'000 HRK '000
Provision for unearned premiums 142,974 - - - - - 42,974
Reported but not settled claims
reserve and incurred but not
reported claims reserve 71,318 235,916 - - - - 207,
Unexpired risk provision 2,450 - - - - - 2,450
Other technical provision 236 - - - - - 236
Life assurance provision and provis
for unit-linked and index-linked 119,075 606,870 435 222,927 70,774 455,710 1,779,811
Technical provisions 336,053 842,786 304,455 222,927 70,774 455,710 2708
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25  Technical provisions (continued)
i)  Structure of assets used for backing life assurang@ovision
The following table analyses the financial assetsdufor backing life assurance provision into refévmaturity

categories based on the remaining period fromeherting date to the contractual maturity date thiedestimated
remaining contractual maturities of life assurapozvision and claims provision for which coveragedaquested.

More
Less than 1 Between 1 Between 5 than 10
year and 5 years and 10 years years Total
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
2016
Asset backing life assurance provision 120,797 689,385 688,138 33,992 1,532,312
Life assurance provision, net of reinsurance (65,65 (365,813) (226,528) (640,472)  (1,298,469)
Claims provision, net of reinsurance (3,490) (5)234 - - (8,724)
Maturity gap 51,651 318,338 461,610 (606,480) 225,119
2015
Asset backing life assurance provision 46,553 784,425 616,884 60,413 1,508,275
Life assurance provision, net of reinsurance (93,05 (334,875) (216,684) (674,572) (1,319,183)
Claims provision, net of reinsurance (3,398) (5)097 - - (8,495)
Maturity gap (49,897) 444,453 400,200 (614,159) 1597

As of 31 December 2016, 43.7% of total assets fmeoacking life assurance provision were clasgifis financial
assets available for sale, which enables the Coynfmadispose of these assets easily to meet insereontracts
liabilities when needed. 48.4% of assets used doking life assurance provision are classified eld-to-maturity
investments. 1.4% of assets used for backing $i&irmnce provision are classified as financialtassefair value
through profit and loss and 6.5% as loans andvabkss.

The following table analyses the life assuranceipion and financial asset used for backing lifeuaance provision
into relevant categories based on the currencyhinlwis denominated.

EURO and
EURO  EURO linked
EURO linked total HRK usb Total
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
2016
Asset backing life assurance provision 97,309 810,159 907,468 614,210 10,634 1,532,312
Life assurance provision, net of
reinsurance - (889,778) (889,778) (398,007) (10,684) (1,298,469)
Claims provision, net of reinsurance - (8,099) (8,099) (625) - (8,724)
97,309 (87,718) 9,591 215,578 (50) 225,119
2015
Asset backing life assurance provision 86,492 873,002 959,494 538,732 10,049 1,508,275
Life assurance provision, net of
reinsurance - (924,097) (924,097) (384,597) (10,489)  (1,319,183)
Claims provision, net of reinsurance - (7,767) (7,767) (728) - (8,495)
86,492 (58,862) 27,630 153,407 (440) 180,597

In 2016, the Company achieved an annual returmeestments from life assurance provision in amadir.85%

(2015: 6.46%). Weighted average yield for the thyegr period from 2014 to 2016 was 6.17% (201%edhyear
period from 2013 to 2015: 6.53%).

Valuation of financial assets is described in aotiog policy Note 3 (f).
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The following table analyses the financial assetsedufor backing technical provisions into relevamturity
categories based on the remaining period fromeherting date to the contractual maturity date thiedestimated
remaining contractual maturities of technical psias for which coverage is requested:

2016
Asset backing technical provisions

Provision for unearned premium, net of reinsurance (86,122)

Claims provision, net of reinsurance
Other provisions

Maturity gap

2015
Asset backing technical provisions

Provision for unearned premium, net of reinsurance (81,439)

Claims provision, net of reinsurance
Other provisions

Maturity gap

Less than Between 1 Between5 More than
lyear and5years and 10 years 10 years Total
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
100,577 234,194 126,246 - 461,017
- - - (86,122)
(45,955) (100,599) - - (146,554)
(2,543) - - - (2,543)
(34,043) 133,595 126,246 - 225,798
118,870 276,460 35,947 - 431,277
- - - (81,439)
(34,626) (116,894) - - (151,520)
(2,686) - - - (2,686)
119 159,566 35,947 - 195,632

As of 31 December 2016, 73.5% of total assets fsduoacking technical provisions are classifiediaancial assets
available for sale and 7.7% as financial assefailmavalue through profit or loss, which enablee thompany to
dispose of those assets easily to meet insuramteacts liabilities when needed. 13.6% of assetsl disr backing
technical provision are classified as held-to-mgtimvestments and 5.2% as loans and receivables.

The following table analyses the financial assetsdufor backing technical provisions and technpralvisions
into relevant categories based on the currencyhigiware denominated.

EURO
EURO linked
HRK’000 HRK’000
2016
Asset backing technical provision 34,850
Provision for unearned premium, ne
reinsurance (1,882)
Claims provision, net of reinsurance - (6,563)
Other provisions - -
- 26,405
2015
Asset backing technical provision 28,131
Provision for unearned premium, ne
reinsurance (1,452)
Claims provision, net of reinsurance - (8,196)
Other provisions - -
- 18,483

EURO and
EURO linked
total HRK UsD Total
HRK’'000 HRK’'000 HRK’'000 HRK’000
34,850 426,148 19 461,017
(1,882) (84,239) (1) (86,122)
(6,563) (139,989) (2) (146,554)
- (2,543) - (2,543)
26,405 199,377 16 225,798
28,131 403,079 67 431,277
(1,452) (79,986) 1) (81,439)
(8,196) (143,323) (1) (151,520)
- (2,686) - (2,686)
18,483 177,084 65 195,632
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26 Discretionary profit participation provision

2016 2015
HRK’000 HRK’000

Balance at 1 January 46,343 49,649
Funds released during the year due to surrenddrbemefits (3,669) (3,306)
Balance at 31 December 42,674 46,343
27  Subordinated loan
2016 2015
HRK’000 HRK’'000
15,116 15,270

Subordinated loan

Subordinated loan is obtained from LVP Holding Gmi&tdbordinated loan bears a fixed interest rag6fer
annum (2015: 8% p.a.) and has unlimited maturigyrent of this loan is subordinated to all othabilities of

the Company.

28 Borrowings

2016 2015
HRK’000 HRK’000

Borrowings - 764
Contracted

principal in Outstanding Outstanding
Borrower Currency currency Interest rate Maturity amount amount
2016 2015

% HRK'000 HRK’'000

3 month EURIBOR 31 December
OTP banka d.d. EUR 1,000,000 + 1.8% 2016 - 764

In 2015 loan granted by OTP banka d.d. was seauitbthe property of the Company as disclosed iteNi?.
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29 Provisions for liabilities and charges

Provision for court Termination benefits

cases and jubilee awards Total
HRK’'000 HRK’'000 HRK’'000
At 1 January 2015 10,017 557 10,574
Used during the year (3,097) (126) (3,223)
Release of provision as unused (20) - (20)
Increase of provision 884 144 1,028
At 31 December 2015 7,784 575 8,359
At 1 January 2016 7,784 575 8,359
Used during the year (34) (106) (140)
Release of provision as unused (813) - (813)
Increase of provision 832 309 1,141
At 31 December 2016 7,769 778 8,547

Net increase of provision for court cases is reamghin “Other operating expenses” (Note 38). Meréase of
obligatory severance payments and jubilee awardgigion are recognised in ,Administrative expensg@sbtte
37).

30 Insurance and other payables

2016 2015
HRK’000 HRK’000

Direct insurance contract payables
- to policyholders 1,438 478
- to agents, brokers and intermediaries 2,825 2,590
- advance payments 21,367 7,697
Reinsurance contract payables 90,985 131,427
Deposits retained from reinsurance business 383,116 376,874
Trade payables 7,631 10,927
Liabilities for salaries 8,522 8,183
Commission expense accrual 8,712 7,738
Other payables 3,364 2,660
Deferred income from recourses 23,420 25,469
Accrued expenses 28,448 19,446
Total insurance and other payables 579,828 593,489

The Company retains deposits from reinsurance bssiarising from the Quota Share reinsurance écédr life
assurance with the related company and Motor TRady Liability and Personal Accident insurancehvat parent
company. In accordance with the reinsurance t=atipplicable from 1 January 2002 for life assusariom 1
January 2010 for Motor Third Party Liability insae and from 1 January 2011 for Personal Accidesurance, the
reinsurance deposit is retained and the Comparesisthe funds. Deposit retained from reinsuramsinbss of life
assurance bears a 3% or 2,5% fixed interest ratanpeim on policies with guaranteed interest natéle for Motor
Third Party Liability and Personal Accident insurarfor 2010 interest rate is fixed at 1.5% and ftbdanuary 2011
interest rate is determined quarterly as the aeetdBID and ASK prices of 3 month ZIBOR at begimmiof the
accounting period increased by + 0.5 pp.
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31 Premiums

Non-life insurance

Gross premium written

Written premiums ceded to reinsurers

Change in unearned premiums, gross

Change in unearned premiums, reinsurance share

Total premium income net, (earned) from non-life insrance

Life assurance

Gross premium written

Written premiums ceded to reinsurers

Change in unearned premiums, gross

Change in unearned premiums, reinsurance share

Total premium income net, (earned) from life assurane

Total

Gross premium written

Written premiums ceded to reinsurers

Change in unearned premiums, gross

Change in unearned premiums, reinsurance share

Total premiums

Wiener osiguranje Vienna Insurance Group d.d.

2016 2015
HRK’000  HRK'000
299,812 279,390
(131,564)  (130,064)
(3,174) (7,515)
(1,047) 1,177
164,027 142,988
291,940 265,594
(32,224)  (41,591)
273 245
(735) (66)
259,254 224,182
591,752 544,984
(163,788)  (171,655)
(2,901) (7,270)
(1,782) 1,111
423,281 367,170

31 December 2016

Gross premiums written for the Company and the Gomgor life assurance business include premiumsRiK 6,0
million (2015: HRK 6,6 million) in respect of unit-linked products and premiwhs$iRK 112,6 million in respect of

Unit-linked with internal fund product2@15: HRK 74,2 million).
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31 Premiums (continued)

Analysis by class of business

An analysis of written premiums and claims incurbgdclass of business is set out below. Gross presiwritten
are stated after adjusting for the net decreagaramisions for premium debtors of HRK 0,6 millioB0(5: net
increase for HRK 1,2 million):

Gross Gross Gross  Acquisition and
premiums premiums claims administrative  Reinsurance
written earned incurred expenses balance*

HRK’000 HRK’000 HRK’000 HRK’000 HRK'000
2016
Non-life insurance business
Motor third party 123,865 128,521 (75,183) (40,590) 1,941
Motor other classes 36,146 32,850 (27,800) (7,139) (748)
Property 64,554 63,080 (30,212) (24,326) (2,905)
Personal lines 14,128 13,302 (7,534) (5,107) 669
Other 61,119 58,885 (41,512) (19,665) (3,164)
Total non-life 299,812 296,638 (182,241) (96,827) ,207)
Life assurance business
Life assurance 158,498 158,500 (136,022) (66,391) ,00%
Annuity assurance 697 697 (111) (296) -
Additional riders 14,495 14,766 (4,168) (7,713) 63
Index/Unit Linked 118,250 118,250 (137,494) (32)841 -
Total life 291,940 292,213 (277,795) (106,641) 5,072
Grand total 591,752 588,851 (460,036) (203,468) 865
2015
Non-life insurance business
Motor third party 125,933 125,962 (69,051) (37,270) (4,806)
Motor other classes 29,550 26,498 (22,453) (5,537) (906)
Property 59,902 59,769 (33,449) (21,147) 2,832
Personal lines 12,366 13,254 (5,952) (5,816) (563)
Other 51,639 46,392 (32,341) (16,841) (2,670)
Total non-life 279,390 271,875 (163,246) (86,611) 1(B3)
Life assurance business
Life assurance 169,298 169,334 (151,042) (80,944) ,808
Annuity assurance 821 821 777) (280) -
Additional riders 15,087 15,296 (3.823) (9,130) 1,322
Index/Unit Linked 80,388 80,388 (87,733) (24,840) -
Total life 265,594 265,839 (243,375) (115,194) 5,122
Grand total 544,984 537,714 (406,621) (201,805) (991)

* Reinsurance balance does not include technidalést rate on reinsurance deposit in the amoumtRK 997
thousand for non-life and HRK 8,375 thousand fier tiusiness (2015: HRK 1,154 thousand for nondifd HRK
8,314 thousand for life business) (Note 39).
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32 Fees and commission income

2016 2015
HRK'000 HRK'000
Reinsurance commission 41,083 45,321
Profit reinsurance commission 8,671 6,934
49,754 52,255
33 Financial income
2016 2015
HRK'000 HRK'000
Interest income:
- Available-for-sale financial assets 43,711 48,738
- Held-to-maturity investments 55,136 55,929
- Loans and receivables 9,801 10,271
Dividend income 1,022 680
Rental income from investment property (Note 13) 2,898 2,959
Unrealised gain on assets at fair value througfitpyploss 17,582 6,386
Net realised gain on assets at fair value througfitpr loss 468 757
Net realised gain on assets available for saleq|28f) 21,717 23,497
Other financial income 1,069 916
153,404 150,133
Non-life Life Total Non-life Life Total
2016 2016 2016 2015 2015 2015
HRK'000 HRK’'000 HRK’000 HRK'000 HRK’'000 HRK’000
Financial income
Income from assets backing equity 2,223 3,351 5,574 3,383 1,931 5,314
Income from assets backing life assurance provision - 108,773 108,773 - 117,395 117,395
Income from assets backing other technical pronsio 21,799 - 21,799 21,010 - 21,010
Income from assets backing index-linked and unit-
linked products - 17,258 17,258 - 6,414 6,414
24,022 129,382 153,404 24,393 125,740 150,133
34  Other operating income
2016 2015
HRK’000 HRK’000
Refund of legal enforcement collection expense anthlty interest 2,817 2,917
Income from service claims 1,636 629
Profit on disposal of equipment 528 700
Liabilities written off 290 171
Income from recharged expenses 235 273
Decrease in provision for recourse receivablestdwellection (Note 20) 173 17
Other operating income 2,118 3,445
7,797 8,152
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35 Net policyholders claims and benefits accrued

2016 2015
HRK’'000 HRK’000

Non-life insurance
Claims paid

Gross amount (184,393) (198,906)

Reinsurers’ share 79,106 101,958
Change in reported but not settled claims reserve

Gross amount 4,563 33,687

Reinsurers’ share 802 (24,167)
Change in incurred but not reported claims reserve

Gross amount (2,554) 1,545

Reinsurers’ share 2,425 3,412
Change in unexpired risk provision, gross and net (80) 366
Change in other technical provision, gross and net 223 62
Total gross claims incurred from non-life insurance (182,241) (163,246)
Total reinsurance share in claims incurred from-lifeninsurance 82,333 81,203
Total net claims incurred from non-life insurance (9,908) (82,043)
Life assurance
Claims paid (benefits and surrenders)

Gross amount (164,486) (178,810)

Reinsurers’ share 26,960 30,880
Change in life assurance provision

Gross amount 8,326 7,184

Reinsurers’ share 8,719 4,862
Change in life assurance provision for unit aneiatinked products, gross and net (126,137) (74,649)
Change in reported but not settled claims reserve

Gross amount 662 (461)

Reinsurers’ share (829) 394
Change in incurred but not reported claims reserve

Gross amount 171 55

Reinsurers’ share (503) (41)
Change in discretionary profit participation prowisj gross and net 3,669 3,306
Total gross claims incurred from life assurance (277,795) (243,375)
Total reinsurance share in claims incurred from disurance 34,347 36,095
Total net claims incurred from life assurance (243,448) (207,280)
Total gross claims incurred (460,036) (406,621)
Total reinsurance share in claims incurred 116,680 117,298
Total (343,356) (289,323)
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35 Net policyholders claims and benefits accrueddatinued)

The table below presents claims ratio, costs eatdbcombined ratio by line of business calculateaticordance with
HANFA'’s Regulation on the Structure and Conterthef Annual Financial Statements of Insurance ardsReance
Companies.

Analysis of claims ratio, costs ratio and combinedatio

Claims ratio Costs ratio Combined ratio
2016
Personal accident insurance 56.64% 39.55% 96.19%
Health insurance 25.18% 1492.25% 1517.42%
Insurance of motor vehicles 84.63% 22.59% 107.22%
Insurance of track vehicles 20.56% 11.09% 31.65%
Insurance of aircrafts 492.08% 10.37% 502.44%
Insurance of vessels 93.52% 38.22% 131.74%
Insurance of goods in transit 82.65% 33.60% 116.25%
Insurance against fire and natural disasters 47.17% 41.95% 89.12%
Other property insurance lines 49.05% 43.48% 92.53%
Motor third party liability insurance 58.50% 36.10% 94.60%
Aircraft liability insurance 8.73% 30.64% 39.37%
Vessel liability insurance 22.59% 31.60% 54.19%
Other third liability insurance lines 22.54% 35.25% 57.79%
Credit insurance (25,846.74%) (5,416.91%) (31,263.65%)
Suretyship insurance 149.13% 23.46% 172.59%
Insurance of miscellaneous financial losses 183.98% 12.74% 196.71%
Insurance of legal protection 220.58% 41.24% 261.81%
Travel insurance 62.67% 34.90% 97.57%
Total non-life 61.44% 35.84% 97.28%
2015
Personal accident insurance 44.91% 46.48% 91.39%
Health insurance 551.55% 59.27% 610.82%
Insurance of motor vehicles 84.74% 23.04% 107.78%
Insurance of track vehicles - - -
Insurance of aircrafts 816.62% 26.47% 843.08%
Insurance of vessels 60.59% 33.80% 94.39%
Insurance of goods in transit 42.78% 39.51% 82.29%
Insurance against fire and natural disasters 34.49% 41.28% 75.78%
Other property insurance lines 95.46% 39.09% 134.55%
Motor third party liability insurance 54.82% 37.04% 91.86%
Aircraft liability insurance 9.21% 73.03% 82.24%
Vessel liability insurance 28.18% 36.61% 64.79%
Other third liability insurance lines 60.92% 37.65% 98.58%
Credit insurance (1,951.99%) (91.23%) (2,043.22%)
Suretyship insurance (17.44%) 41.59% 24.15%
Insurance of miscellaneous financial losses 106.13% 17.50% 123.63%
Insurance of legal protection 7.96% 44.21% 52.17%
Travel insurance 151.38% 64.47% 215.85%
Total non-life 60.04% 36.76% 96.80%

Ratios are calculated in accordance with Ordinancéhe form and content of financial statements additional reports of
insurance and reinsurance companies (Official Ga8a¥16) as follows:

Claims ratio = (claims paid, gross + change in claims resemyexss + change in unexpired risk provision, gresshange in
other technical provision, gross / (gross writmemiums including net provision for premium reediles impariment +
change in gross unearned premium)

Costs ratio = (acquisition costs + change in deferred acqoisitosts + administrative expenses + other operétinnical
expenses + other operating-tehnical income) / @nestten premium including net provision for prem receivables
impariment)

Combined ratio = claims ratio + costs ratio
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36 Acquisition costs

2016 2015
HRK’000 HRK’000

Non-life insurance business
Commission expenses 39,289 38,013
Other acquisition costs 24,241 21,554
Changes in deferred acquisition costs (Note 14) (3,058) (5,810)
Total acquisition costs, non-life 60,472 53,757

Life assurance hisiness

Commission expenses 9,898 8,954
Other acquisition costs 35,721 35,739
Changes in deferred acquisition costs (Note 14) (36) 15
Total acquisition costs, life 45,583 44,708
106,055 98,465

Included within acquisition costs are internal sadtaff costs amounting to HRK 68.6 millig2015: HRK 66.4
million).

37 Administrative expenses

201¢ 201t

HRK’000 HRK’000

Personnel expens 34,94¢ 34,51«
Software 14,32¢ 20,35:
Rentals (Note 4. 10,69: 10,917
Telecommunication and post servi 5,84¢ 6,571
Energy and utilitie 5,25¢ 5,94¢
Depreciation of property and equipment (Note 12) 4,340 4,873
Maintenance 3,101 4,07¢
Travel expenses and daily allowances 2,178 2,031
Amortisation of other intangible assets (Note 15) 2,014 1,536
Lawyers fee 1,411 1,38t
Management fees — related parties (Note 42) 1,195 1,161
Audit fees 51€ 472
Provision for termination benefits and jubitaeards (Note 29) 309 144
Other expenst 11,27¢ 9,36(
97,41 103,34(

In 2016, the average number of employees of theppaosn was 7082015:; 703). In 2016, the Company paid
pension contributions of HRK 17.4 millig@015: HRK 16.7 million) into obligatory pension funds.
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38 Other operating expenses

2016 2015
HRK’000 HRK’000
Impairment of property and equipment (Note 12) 4,239 4,618
Credit cards payment fee 3,467 3,374
Compulsory motor third party liability insurance ¢dioution to the Croatian
health fund 2,982 3,047
Legal enforcement collection of receivables fromtcact holders 2,147 3,503
Guarantee — fund levies 1,817 2,230
Prevention costs 1,216 977
Fire brigade contributions 1,101 1,518
Other receivables written off during the year asaliectible 1,013 136
Impairment other intangible assets 834 -
Writte off of equipment (Note 12) 415 633
Provision for legal claims (Note 29) 19 864
Provision for other receivables impairment 3 824
Other expenses 3,251 2,900
22,504 24,624
39 Financial expenses
2016 2015
HRK'000 HRK’000
Interest expense 1,200 3,618
Interest expense on reinsurance deposit 9,372 9,468
Depreciation of investment property (Note 13) 1,065 1,072
Impairment of investment property (Note 13) 2,058 3,581
Impairment of available-for-sale financial assétsté 23f) 878 22
Impairment of loans to customers (Note 17), net 491 1,788
Impairment of deposits with banks (Note 17) - 3,371
Impairment of interest receivables (Note 20), net (5) 134
Impairment of investments in subsidiary and assedisote 16b) - 6
Foreign exchange translation loss
- Financial assets at fair value through profitoms 205 214
- Available-for-sale financial assets 4,718 738
- Held-to-maturity investments 6,588 2,506
- Loans and receivables 690 263
- Deposit retained from reinsurance business (2,871) (962)
- Other (26) (408)
Net realised loss on sale of real estate 493 -
Other expenses 3,532 2,530
28,388 27,941
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Expenses from assets backing share
capital

Expenses from assets backing life
assurance provision

Expenses from assets backing other

Non-life Life Total Non-life

2016 2016 2016 2015

HRK'000 HRK'000 HRK'000 HRK'000

4,713 (810) 3,903 5,071

21,774 21,774

31 December 2016

Life Total
2015 2015
HRK'000 HRK’000
3,266 8,337

16,937 16,937

technical provisions 2711 i 211 2,667 i 2,667
7,424 20,964 28,388 7,738 20,203 27,941
40 Income taxes
2016 2015
HRK’000 HRK’000
Current income tax (11,313) (10,175)
Deferred income tax (Note 19) 888 2,723
Total income tax expense (10,425) (7,452)
a. Reconciliation of accounting profit for the year toincome tax expense
2016 2015
HRK’000 HRK’000
Profit before tax 36,520 34,017
Income tax at 20% (2015: 20%) (7,304) (6,804)
Tax effects of:
Non-deductible expenses (4,575) (4,457)
Income not subject to tax 566 1,086
Origination and reversal of temporary differendgeté 19) 1,255 2,723
Impact of change in tax rate on deffered tax agb&ite 19) (367) -
Total income tax expense (10,425) (7,452)
Effective income tax rate 28,5% 21.9%

94



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

40 Income taxes (continued)

b. Income tax recognised in other comprehensive income

2016 2015

HRK’'000 HRK’000
On available-for-sale financial assetes
Deffered tax on net gains from change in fair valtiavailable-for-sale financial assets,
net- of amounts realised and impairment lossesidog change in tax rate (Note 19 and
Note 23 f) (2,827) 4,730

The corporate tax rate will reduce from 20% to 18pflicable to the tax year starting from 1 Janu20¢7 as
stipulated in Amendmens to Corporate Income Taxehetcted in December 2016. Deferred tax liabditgd asset
are measured using the enacted 18% tax rate aplglitataxable income in the periods in which tleéedred tax
liability or asset is expected to be settled ofized. In 2016, deferred tax assets utilized addensable profit is
measured at the 20% tax rate. Current tax liabitityneasured at the amount to be paid to the Grod#ixation
authority using 20% tax rate applicable for theoréipg period.

C. Current income tax liability
2016 2015
HRK’000 HRK’000
Current income tax liability 2,908 9,351

41  Operating leases

The Company lease office space and motor vehicldsruwoperating leases. All leases are cancellatuleygically run
for an initial period of one to ten years. Nonetaf leases include contingent rentals.

During 2016, HRK 10.7 million was recognised agapense in the Company’s profit or 1¢2615: HRK 10.9 million).
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42 Related parties

The major shareholder of the Company is Viennararsze Group AG Wiener Versicherung Gruppe with laihg

of 99.47% (2015: 99.47%) of the Company’s sharggat end. The remaining 0.53% (2015: 0.53%) ofstheres
are held by minority shareholders. Ultimate pareftthe Company is Wiener Stadtische Wechselseitiger
Versicherungsverein — Vermoégensverwaltung — Viemsrance Group. The Company considers that itams
immediate related party relationship with its shatders, the ultimate parent of its key sharehgltter Supervisory
Board members, Management Board members and ottemutére management (together “key management
personnel”); close family members of key managenpmsonnel; and entities controlled, jointly coiiad or
significantly influenced by key management persérare their close family members, in accordanceh tite
definitions contained in International Accountingu®lard 24 “Related Party Disclosures” (“IAS 24").

Parent company and other related companies within VIG Group

The Company cedes reinsurance to the parent congrahgther related companies, VIG Re, DONAU andnafie
Stadtische Versicherung AG. The results of tramsastwith parent company and related companieseinsurance
premiums and recoveries during the year as welleasivable and payable balances at the end of ¢he, ns
follows:

2016 2015
HRK’000 HRK’'000

Premium ceded:
Reinsurance premiums payable at beginning of the yea (111,202) (98,388)
Reinsurance premiums ceded during the year (150,051) (160,555)
Reinsurance premiums paid during the year 178,660 147,741
Reinsurance premiums payable at the end of the year (82,593) (111,202)
Reinsurance recoveries:
At the beginning of the year 37,5632 54,155
Invoiced during the year 86,513 111,364
Received during the year (84,599) (127,987)
Outstanding at the end of the year 39,446 37,532
Reinsurance commission:
At the beginning of the year 26,255 24,518
Invoiced during the year 47,409 50,254
Received during the year (52,048) (48,517)
Outstanding at the end of the year 21,616 26,255
Receivables from deposit retained from reinsuranceusiness (Note 20) 8,726 16,857
Deposit retained from reinsurance business (Note 30 (383,116) (376,874)
Accrued interest on deposit retained from reinsurace business 9,372 9,469
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42 Related parties (continued)

Parent company and other related companies within VIG Group (continued)

In 2016 and 2015, the Company has subordinated db&ined from the related company, LVP Holding GinB
Austria in the amount of HRK 15.1 million (2015: KRL5.3 million) (Note 27). Subordinated loan be&f%
interest per annum and has indefinite maturity.

In 2015, the Company repaid borrowing from fromated company, LVP Holding GmbH, in the amount ofkHR
43,9 million. Borrowing was bearing fixed intere$t5% per annum.

As a result of subordinated loan and borrowing,@oenpany recognised HRK 1.2 million (2015: HRK 8&ulion
including interest on borrowings) of interest exgpen

In 2016, management fee charged to the Company @emto HRK 1.2 million (2015: 1.2 million) (Note/Band
software maintenance services amounted to HRK h@lldn (2015: HRK 16.9 million) (Note 37).

The Company holds 5% of shareholding in Erste aaigje Vienna Insurance Group d.d., related compahich is
carrying at value of HRK 10,106 thousand. In 20B&te osiguranje Vienna Insurance Group d.d. paidehd in
amount of HRK 524 thousand to the Company (2015KBR0 thousand).

The Company rents office premises to Erste osigersiienna Insurance Group d.d. whereby rental incomas
recognised in amount of HRK 1,200 thousand (2018KH.,502 thousand). In addition, the Company reffise
premises from Erste osiguranje Vienna Insuranceurd.d. whereby rental expenses were recognisethen
amount of HRK 1,147 thousand (2015: HRK 1,375 thod3 (Note 33 and 37).

Key management personnel
Included in key management personnel are ManageamehSupervisory Board members. The remuneratidheof
key management personnel amounted to HRK 6.8 mi{2015: HRK 6.1 million), and comprises the total gross

amount of their compensation including short-ternd dong-term benefits, such as basic salary, banasel
benefits in kind.
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2016

Key management personnel

Parent company

Vienna Insurance Group AG Wiener Versicherung Geupp
Related companies

LVP Holding GmbH

Wiener Staedtische Versicherung AG

VIG Re

DONAU
Compensa Towarzystwo UbezpietZgpolka Akcyjna Vienna
Insurance Group, Warsaw

Erste Osiguranje Vienna Insurance Group d.d.

2015

Key management personnel

Parent company

Vienna Insurance Group AG Wiener Versicherung Geupp
Associate

Vile Baredine

Related companies

LVP Holding GmbH

Wiener Staedtische Versicherung AG

VIG Re

DONAU
Compensa Towarzystwo UbezpietZgpolka Akcyjna Vienna
Insurance Group, Warsaw

Erste Osiguranje Vienna Insurance Group d.d.

Assets
HRK’000

13,681

19
56,025
60

N

69,865

Assets
HRK’000

18,808

615

483

61,246
105

N

81,259

78

Wiener osiguranje Vienna Insurance Group d.d.

31 December 2016

Liabilities Income Expense
HRK’000 HRK’000 HRK’000
1,646 - 6,788
107,122 69,738 83,059
15,116 - 1,187
63 3,203 3,892
360,416 60,974 82,356
178 7 99
13 1 -
- 3271 1,147
484,554 135,250 178,528
Liabilities Income Expense
HRK’000 HRK’000 HRK’'000
1,438 - 6,123
120,415 66,117 105,589
15,270 - 3,397
3,901 31,213 5,175
370,222 64,216 76,993
665 72 367
19 1 14
- 593, 1,375
511,930 163,212 199,033
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43  Financial Risk Management

The primary objective of the Company’s risk andafinial management framework is to protect the Caoryipa
policyholders and shareholders from events thatédrirthe sustainable achievement of financial perémce
objectives, including failing to exploit opportuieis.

Transactions with financial instruments resulthie Company assuming financial risks. These includeket risk,
credit risk (including reinsurance credit risk) aliglidity risk. Each of these financial risks igstribed below,
including a summary of Company'’s risk management.

Market risk

Market risk includes three types of risk:

* interest rate risk — the risk that the fair valuduture cash flows of a financial instrument Willctuate because
of changes in market interest rates.

* price risk — the risk that the fair value or futwash flows of a financial instrument will flucteaas a result of
changes in market prices, whether those changesaased by factors specific to the individual instent or its
issuer or factors affecting all instruments tradethe market.

* currency risk — the risk that the fair value onfiet cash flows of a financial instrument will fluete because of
changes in foreign exchange rates.

Market risk embodies the potential loss as wethaspotential gain.

Asset and liability matching

The Company manages its assets using an approach bdlances quality, diversification, asset/liabimatching,
liquidity and investment return. The goal of theséstment process is to optimise the after-tax,-aidjkisted
investment income and risk-adjusted total returhilsk ensuring that the assets and liabilities memnaged on a
cash-flow and duration basis. Management reviewisagproves target portfolios on a periodic bastal#ishing
investment guidelines and limits, and providing reight of the asset/liability management processe BXtention is
also given to the compliance with the rules essaield by the Insurance Act.

The Company establishes target asset portfoliosefmh business segment, which represents the mnepst
strategies used to profitably fund its liabilitiegthin acceptable levels of risk. These strategietude objectives
for effective duration, liquidity, asset sector centration and credit risk quality. The estimatssdiin determining
the approximate amounts and timing of paymentsrt@ro behalf of policyholders for insurance lialdi are
regularly reviewed.

Many of these estimates are inherently subjectivd @uld affect the Company’s ability to achieve disset and
liability management goals and objectives.

Interest rate risk

The Company’s exposure to market risk for changesaterest rates is concentrated in its investrpentfolio and
debt obligations. The Company’s operations areeutiltp the risk of interest rate fluctuations te #xtent that
interest earning assets and interest bearingitiabiimature or reprice at different times or iffefient amounts.

The Company is also exposed to the risk of chaimgégure cash flows arising from the changes inkaainterest
rates. This risk is, however, limited, considerthgt majority of the Company’s interest earningeisivnents and
majority of interest bearing liabilities bear fixederest rates at the reporting date.
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43  Financial risk management (continued)

Interest rate risk (continued)

Deposits retained from reinsurance bear both vigriahd fixed interest rates.

Interest rate changes do not influence the levaiaf-life provisions, other than for motor thirdriyaannuities,
which are not significant at the date of finangiakition. The life assurance provision is discodntsing the lower
of the technical interest rate or maximum rate gibed by HANFA, which cannot be higher than theghieed

average annual return for the last three yearssets backing life assurance provision.

The Company monitors this exposure through reg@giews of its asset and liability positions. Esites of cash
flows, as well as the impact of interest rate fations on the investment portfolio and technieserves, are
regularly reviewed. The overall objective of thesmtegies is to limit the net changes in the vafiassets and
liabilities arising from interest rate movements.

The Company attempts to match the future receipts these assets with its insurance liabilitiespychasing
Government bonds. However, due to the relativelyrtsHuration of such bonds, and the longer duratibtife
assurance liabilities, and the inability of the @amy to purchase interest rate swaps in Croate&aCbmpany is
exposed to interest rate risk.

Note 45 discloses the effective interest ratesrapdcing analysis at the reporting date for thenpany’s and the
Company’s financial assets and financial liabifitieithin the scope of IAS 39 at 31 December 2016 ah
December 2015.

Since the majority of interest earning assets aagbmty of interest bearing liabilities on thosetely had fixed
interest rate, there would be no direct effecttm@ompany’s profit or loss. Indirect effect woble reflected in the
change of fair value of debt securities at fairueathrough profit or loss, therefore there are mszldsures on
interest rate sensitivity analysis.

Price risk

The Company is exposed to price risk on its pddfof marketable equity securities and investmandt carried in
the statement of financial position at fair val&eice risk is the risk that the value of a finahaémestrument will
fluctuate as a result of changes in market priedsther those changes are caused by factors spéwifihe
individual instrument or its issuer or factors affeg all instruments traded on the market.

The Company’s objective is to earn competitive nefuby investing in a diverse portfolio of secedti Portfolio
characteristics are analysed regularly. The Conipdmidings are diversified across industries, aodcentrations
in any one company or industry are limited by pagtars established by senior management, as wiil astutory
requirements.

The analysis below is performed for reasonably iptssnovements in key variable with all other vates held
constant, showing the impact on profit and othengehensive income resulting from financial insteunts.

Impact on
other
Impact on comprehensive Impact on other
profit or loss income after Impact on profit comprehensive
after tax tax or loss after tax income after tax
2016 2016 2015 2015
HRK’000 HRK’000 HRK’000 HRK’000
Change in price by + 1% 1,452/(1,452) 488/(488) 995/(995) 414/(414)
Change in price by + 3% 4,355/(4,355) 1,463/(1,463) 2,986/(2,986) 1,242/(1,242)
Change in price by + 5% 7,258/(7,258) 2,439/(2,439) 4,977/(4,977) 2,070/(2,070)
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43  Financial risk management (continued)

Foreign exchange risk

The Company is exposed to currency risk throughstations in foreign currencies. This is the riskt the value of
a financial instrument will fluctuate because odgbes in foreign exchange rates.

Foreign currency exposure arises from credit, dégogl investment activities as well as from premiincome,
calculation of related technical provisions andlsgtent of claims on insurance policies linkeddeefgn currency,
borrowings and subordinated loan. The currencyngivise to this risk is Euro.

The Company manages foreign currency risk by tryiagminimise the gap between assets and liabilities
denominated in or linked to foreign currency.

Note 46 discloses the currency analysis at thertiagodate for the Company’s and the Company’srigial assets
and financial liabilities as at 31 December 2016 3h December 2015.

The analysis below is performed for reasonably iptssnovements in key variable with all other vates held
constant, showing the impact on profit or loss atietr comprehensive income resulting from finaniciaéstments.

All the Company’s assets and liabilities are dematgd either in HRK, EUR or USD. The EUR/HRK rase i
targeted in an interval of between 7.40 HRK forUReand 7.60 HRK for 1 EUR (2015: between 7.35 HRK X
EUR and 7.70 HRK for 1 EUR). The EUR/HRK rate wasstrof the time in the past within that range.

Impact on other Impact on other

Impact on profit or comprehensive  Impact on profit or comprehensive

loss after tax ~ income after tax loss after tax income after tax

EUR / HRK rate 2016 2016 2015 2015
HRK’000 HRK’000 HRK’000 HRK'000

Change in fx rate by + 1% 9,013/(9,013) 130/(130) 8,840/(8,840) 114/(114)
Change in fx rate by + 2% 18,026/(18,026) 261/(261) 17,680/(17,680) 228/(228)
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43  Financial risk management (continued)

Credit risk

In the course of its normal operations the Comgargxposed to credit risk. Credit risk is definedthe risk that
one party to a financial instrument will causeraficial loss to the other party by failing to dae an obligation.
It usually results from the adverse changes in @oler's ability to repay the debt. The Company’aximum
exposure to credit risk is represented by the gagryalue of its financial assets.

The Company’s portfolios of fixed income securitig®rtgage loans and to a lesser extent depoditshainks and
other investments are subject to credit risk. M@nagnt has a credit policy in place and the exposuceedit risk
is monitored on an ongoing basis. Credit evaluatiare performed on policyholders and collaterakisured prior
to the disbursement or extension of approved phditder loans.

Maximum exposure to credit risk at the reportinteda as follows:

2016 2015

Note HRK’000 HRK’000

Cash and cash equivalents 22 12,730 5,693
Debt securities 17 2,261,530 2,171,256
Deposits with banks 17 156,585 151,751
Loans to customers 17 62,203 68,142
Reinsurers’ share of technical provisions 18 501,277 492,445
Insurance and other receivables 20 164,814 190,220

3,159,139 3,079,507

Accordingly, at the reporting date, the Company hagignificant concentration of amounts due from Republic
of Croatia as follows:

2016 2015

Note HRK’'000 HRK'000

Government bon 17 1,857,38! 1,893,85
Current income tax liabilit 400) (2,908 (9,351

1,854,481 1,884,506

The total exposure to Croatian state risk represe?¥o of the total assets of the Company (2015:)54%
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43  Financial risk management (continued)

Credit risk (continued)

The table below provides information regarding thnedit risk exposure of the Company by classifyagsets

according to the credit ratings of counterparties.

2016

Financial assets at fair value through profit or loss
Debt securities
Debt securities — assets backing index-linked petxl
Available-for-sale financial assets
Debt securities
Held-to-maturity investments
Debt securities
Loans and receivables
Deposits with banks
Loans to customers
Reinsurers’ share of technical provisions
Insurance and other receivables
Cash and cash equivalents

Total exposure to credit risk

2015

Financial assets at fair value through profit or loss
Debt securities
Debt securities — assets backing index-linked yetxl
Available-for-sale financial assets
Debt securities
Held-to-maturity investments
Debt securities
Loans and receivables
Deposits with banks
Loans to customers
Reinsurers’ share of technical provisions
Insurance and other receivables
Cash and cash equivalents

Total exposure to credit risk

AAA - A BBB - B Not rated Total
HRK’'000 HRK’000 HRK’'000 HRK’000
4,035 32,562 - 36,597
9,305 296,341 - 305,646
- 919,767 58,142 977,909
- 941,378 - 941,378
- 46,453 110,132 156,585
- - 62,203 62,203
501,277 - 501,277
81,806 - 83,008 164,814
- - 12,730 12,730
596,423 2,236,501 326,215 3,159,139
AAA - A BBB -B Not rated Total
HRK’000 HRK’000 HRK’000 HRK’000
4,023 28,829 - 32,852
9,275 177,075 - 186,350
- 944,698 57,576 1,002,274
- 949,159 621 949,780
- 45,125 106,626 151,751
- - 68,142 68,142
492,445 - 492,445
96,937 - 93,283 190,220
- - 5,693 5,693
602,680 2,144,886 331,941 3,079,507

103



Wiener osiguranje Vienna Insurance Group d.d.
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Credit risk (continued)

31 December 2016

To mitigate the risk of reinsurance counterparties paying amounts due, the Company establisheihdnss and
financial standards for reinsurers and broker aggdsp incorporating ratings by major rating agescend

considering current market information (Standard&Pg A.M. Best).

Reinsurers as of 31 December 2016

American Agricultural Insurance Company

ACE European Group Ltd

CCR / Caisse Centrale de Reassurance

Randall and Quilter Group Investment Holdings L&k { Chevanstell Limited)
DONAU Versicherung AG Vienna Insurance Group (r@fiiG group)
General Reinsurance AG

Glacier Reinsurance AG

Hannover Riickversicherung AG

Helvetia Schweizerische Versicherungsgesellschéft A

Korean Reinsurance Co.

Liberty Mutual Insurance Europe Ltd

Mapfre Re, Compania de Reaseguros, S.A.

Mutuelle Centrale de Reassurance

Minchener Rickversicherungsgesellschaft

New Reinsurance Company

Odyssey Reinsurance Company

Partner Reinsurance Europe SE

Polish Re / Polskie Towarzystwo Reasekuracyjne S.A.

R + V Versicherung AG

Sava / Pozavarovalnica Sava, d.d.

SCOR Global P&C SE

Swiss Re Europe S.A.

Toa Reinsurance Company Limited

Transatlantic Reinsurance Company Ltd.

VIENNA INSURANCE GROUP AG Wiener Versicherung Gruppe
VIG Re zajistovna a.s.

Wiener Stadtische Versicherung AG Vienna Insurddeaip (rating VIG group)
XL Re Europe Limited

Compensa (rating VIG group)

Zurich Re

Credit rating
(Standard&Poor's)

A
AA
AA
Not rated
A+
AA+
Not rated
AA-
A
A
A
A
Not Rated
AA-
AA-
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43  Financial risk management (continued)

Liquidity risk

Liquidity risk arises in the general funding of t®mpany’s activities and in the management of tos. It
includes both the risk of being unable to fund tsaé appropriate maturities and rates and theaofisgleing unable
to liquidate an asset at a reasonable price aad appropriate timeframe.

The Company holds a portfolio of liquid assets ast pf its liquidity risk management strategy, tosere
continuous operations and to meet legal requiresnent

The Company’s liquidity position is satisfactorydatihe Company met statutory requirements for claptiement
during the year.

Note 44 discloses the maturity analysis at the neyp date for the Company’'s financial assets aindricial
liabilities.

Note 25 discloses the maturity analysis of the Camgfs technical provisions.

Fair values

Fair value is the price that would be receiveddlb &n asset or paid to transfer a liability in@uderly transaction
between market participants at the measurement dzgardless of whether that price is directly obsele or
estimated using another valuation technique.

2016 2015
Note Book value Fair value  Book value Fair value
HRK'000 HRK’'000 HRK'000 HRK’'000

Held-to-maturity investments 17 941,378 1,081,117 949,780 1,073,292
Available-for-sale financial assets 17 1,047,506 1,047,506 1,064,126 1,064,126
Financial assets at fair value through profit @slo 17 519,271 519,271 343,637 343,637
Loans and receivables 17 218,788 218,788 219,893 219,893
Reinsurers’ share of technical provisions 18 501,277 501,277 492,445 492,445
Insurance and other receivables 20 164,814 164,814 190,220 190,220
Cash and cash equivalents 22 12,730 12,730 5,693 5,693

Total financial assets 3,405,764 3,545,503 3,265,794 3,389,306
Subordinated loan 27 15,116 15,116 15,270 15,270
Borrowings 28 - - 764 764

Insurance and other payables 30 579,828 579,828 593,489 593,489
Total financial liabilities 594,944 594,944 609,523 609,523
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43  Financial risk management (continued)

Fair values (continued)

Some of the Company’s financial assets are measatredir value at the end of each reporting peridte
following table gives information about how therfamlues of these financial assets and financailities are
determined (in particular, the valuation technigli@hd inputs used).

Fair value as a
Relationship of
Significant ~ unobservable
31 December 31 December Fair value unobservable inputs to fair
Financial assets/financial liabilities 2016 2015 hierarchy Valuation techniques and key inputs inputs value

Fair value through profit and loss
Quoted market prices in active markets for
underlying financial assets of index-linked debt
securities or other valuation techniques as
discounted cash flows in which all significant
inputs are directly or indirectly observable from

Debt securities 342,243 219,202  Level 2 market data Not applicable  Not applicable
Price quoted on a stock exchange — average

Equity securities 845 718  Levell price on the last day in the month Not applicable ot &pplicable

Open-end investment fund shares 176,183 123,717  Levell Quoted price issued by the fund Not applicable Not applicable

Available for sale assets
Price quoted on a stock exchange — average
Debt securities 974,904 998,957 Level 1 trade or bid price on the last day in the month Not applicable  Not applicable
Last average price amortised until maturity and
corporate bond in the process of listing into
Debt securities 3,005 3,317 Level 2 stock exchange (purchase price is used) Not afydica Not applicable

Price quoted on a stock exchange — average

Equity securities 7,969 4,877 Levell price on the last day in the month  Not applicable  Not applicable
Measured at cost and price based on NAV of

Equity securities 26,010 24,365 Level 2 the real estate fund  Not applicable  Not applicable

Open-end investment fund shares 35,618 32,610 Levell Quoted price issued by the fund Not applicable  Not applicable
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43  Financial risk management (continued)

Hierarchy of fair values

The Company measure fair values using the follovi@mgvalue hierarchy that reflects the significaraf the inputs

used in making the measurements:

* Level 1: quoted price (unadjusted) in an activekeiar

Level 2: inputs other than quoted prices included ével 1 that are observable for the financiaktsseither

directly (for example prices) or indirectly (forample derived from prices);

significant unobservable inputs).

31 December 2016
Financial assets at fair value through profit or loss
Debt securities
Debt securities — assets backing index-linked petsdu
Equity securities
Investment funds
Investment funds — assets backing unit-linked pctslu
Available-for-sale financial assets
Debt securities
Equity securities
Investment funds

Total financial assets

31 December 2015
Financial assets at fair value through profit or loss
Debt securities
Debt securities — assets backing index-linked petsdu
Equity securities
Investment funds
Investment funds — assets backing unit-linked pctsiu
Available-for-sale financial assets
Debt securities
Equity securities
Investment funds

Total financial assets

Level 3: inputs for assets are not based on obsernvaarket data (for example valuation techniqusisgu

Level 1 Level 2 Level 3 Total
HRK’000 HRK’000 HRK’000 HRK’000

- 36,597 - 36,597

- 305,646 - 305,646

845 - - 845

132,412 - - 132,412

43,771 - - 43,771

974,904 3,005 - 977,909

7,969 26,010 - 33,979

35,618 - - 35,618
1,195,519 371,258 - 1,566,777

- 32,852 - 32,852

- 186,350 - 186,350

718 - - 718

86,787 - - 86,787

36,930 - - 36,930

998,957 3,317 - 1,002,274

4,877 24,365 - 29,242

32,610 - - 32,610
1,160,879 246,884 - 1,407,763

In both 2016 and 2015 there were no transfers letwevel 1 and Level 2 of the fair value hierarelmg available

for sale hierarchy.
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44  Maturity analysis

The tables below analyses the financial asset$iailities within the scope of IAS 39 of the Conmyaat 31 December
2016 and 31 December 2015 into relevant maturitygings based on the remaining period from thertiggodate to

the contractual maturity date, except for non-manyefinancial assets at fair value through profitlass which are
classified as short term and non-monetary finarasakts available for sale carried at cost whiehckassified as long
term. The estimated remaining contractual matsrifansurance provisions are analysed in Notg.25 i

2016
More
Upto 6 6-12 than 5
months months 1-2years 2-5years years Total

HRK’000 HRK’000 HRK’000 HRK’000 HRK'000  HRK'000

Financial assets
Financial assetsat fair value through

profit or loss
Debt securities - 4,035 13,523 19,039 - 36,597
Debt securities — assets backing
index-linked products - 9,305 52,912 198,377 45,052 305,646
Equity securities 845 - - - - 845
Investment funds 132,412 - - - - 132,412
Investment funds — assets backing
unit-linked products - - - - 43,771 43,771
Auvailable-for-sale financial assets
Debt securities 49,287 54,020 94,570 238,261 41,51 977,909
Equity securities 7,969 - - - 26,010 33,979
Investment funds 35,618 - - - - 35618
Held-to-maturity investments
Debt securities 19,267 6,744 21,876 634,039 9,48 941,378
Loans and receivables
Deposits with banks 10,389 20,885 - 125,311 - 156,585
Loans to customers 10,263 2,497 4,677 8,201 ,5656 62,203
Reinsurers’ share of technical provisions 52,226 584, 31,164 149,256 211,037 501,277
Insurance and other receivables 164,814 - - - - 164,814
Cash and cash equivalents 12,730 - - - - 12,730
Total financial assets 495,820 155,080 218,722 1,332 1,163,658 3,405,764

Financial liabilities

Subordinated loan* - - - - 15,116 15,116
Insurance and other payables 126,906 113,738 33,194 94,136 211,854 579,828
Total financial liabilities 126,906 113,738 33,194 49136 226,970 594,944

* Subordinated loan bears annual interest of 8%4RK 1,193 thousand in 2016. As subordinated loanumimited maturity,
future cash flows in respect of interest payabéerant included.
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44  Maturity analysis (continued)

2015
More
Upto 6 6-12 than 5
months months 1-2years 2-5years years Total

HRK’000 HRK’000 HRK’000 HRK’000 HRK'000  HRK'000

Financial assets
Financial assetsat fair value through

profit or loss
Debt securities - - 4,023 28,339 490 32,852
Debt securities — assets backing
index-linked products - - 9,275 158,155 18,920 186,350
Equity securities 718 - - - - 718
Investment funds 86,787 - - - - 86,787
Investment funds — assets backing
unit-linked products - - - - 36,930 36,930
Available-for-sale financial assets
Debt securities 20,167 70,279 184,562 324,391 402,875 1,002,274
Equity securities 4,877 - - - 24365 29,242
Investment funds 32,610 - - - - 32,610
Held-to-maturity investments
Debt securities 19,959 - 6,740 660,090 262,991 949,780
Loans and receivables
Deposits with banks - 20,538 10,139 93,588 489, 151,751
Loans to customers 12,344 2,983 5,047 9,892 8787 68,142
Reinsurers’ share of technical provisions 53,086 8%B, 41,580 175,135 153,813 492,445
Insurance and other receivables 190,220 - - - - 190,220
Cash and cash equivalents 5,693 - - - - 5,693
Total financial assets 426,461 162,631 261,366 1,599 965,746 3,265,794

Financial liabilities

Subordinated loan* - - - - 15,270 15,270
Borrowings** - 781 - - - 781
Insurance and other payables 124,005 148,809 41,617 125,247 153,811 593,489
Total financial liabilities 124,005 149,590 41,617 25,247 169,081 609,540

* Subordinated loan bears annual interest of 8%4RK 1,203 thousand in 2015. As subordinated loanumimited maturity,
future cash flows in respect of interest payabéerant included.

** Borrowings include all foreseeable future cashflows, including interest payable.
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The following tables present the Company’s finaneissets and liabilities within the scope of IAS &8alysed
according to repricing dates determined as théeaflthe remaining contractual maturity and tbatcactual repricing.

The tables are management’'s estimate of the intesitss risk for the Company as at 31 December 2aridb 31
December 2015 and are not necessarily indicatitieeopositions at other times but, taking into actdhe interest rate
assumptions on which the calculation of the mathiealareserve is based (Note 6), provide some #titin of the
sensitivities of the Company’s earnings to moves@ninterest rates. Earnings will also be affedtgdhe currency of
the assets and liabilities and equity. The Comgaasy/a significant proportion of interest-earningets and interest-
bearing liabilities in foreign currency.

2016
Effective Non — Amounts
interest Upto 6 More than interest subject to
rate months 6-12 months 1-2 years 2-5years 5 years bearing Total fixed rates
% HRK’'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK’'000 HRK’000 HRK’'000
Financial assets
Financial assetsat fair value
through profit or loss
Debt securities n/a - - - - - 36,597 36,597 -
Debt securities — assets
backing index-linked n/a - - - - - 305,646 305,646 -
products
Equity securities n/a - - - - - 845 845 -
Investment funds n/a - - - - - 132,412 132,412 -
packing unitinked producis "2 - : - - SR Ut -
Available-for-sale financial
assets
Debt securities 4.96 31,798 52,412 94,570 2838, 541,771 19,097 977,909 958,812
Equity securities n/a - - - - - 33,979 33,979 -
Investment funds n/a - - - - - 35,618 35,618 -
Held-to-maturity investments
Debt securities 6.29 - 6,744 21,876 634,039 9,42 19,267 941,378 922,111
Loans and receivables
Deposits with banks 3,37 10,000 20,844 - 106,1 - 10,641 156,585 145,944
Loans to customers 7.50 10,263 2,497 4,677 018,2 26,551 10,014 62,203 43,658
Reinsurers’ share of technical
provisions n/a - - - - - 501,277 501,277 -
Insurance and other receivables n/a - - - - - 64,8 164,814 -
Cash and cash equivalents 0.12 12,730 - - - - 12,730 -
Total financial assets 64,791 82,497 121,123 995,601 827,774 1,313,978 05364 2,070,525
Financial liabilities
Subordinated loan* 8.00 - - - - 15,116 - 15,116 15,116
Insurance and other payables 3.00 98,067 10,665 6386, 46,420 211,325 196,713 579,828 295,267
Total financial liabilities 98,067 10,665 16,638 46,420 226,441 196,713 594,944 310,383

* Subordinated loan bears annual interest of &@4JRK 1,193 thousands in 2016. As subordinated kenunlimited maturity,
future cash flows in respect of interest payabéerant included.
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45 Interest rate repricing analysis (continued)
2015
: Amounts
Effective More than _Non = subject to
interest Upto6 6-12 months 5 years |nter_est fixed rates
rate months 1-2 years 2-5 years bearing Total
% HRK'000 HRK’000 HRK’000 HRK’000 HRK’'000 HRK’000 HRK’000 HRK’000
Financial assets
Financial assetsat fair value
through profit or loss
Debt securities n/a - - - - - 32,852 32,852 -
Debt securities — assets
backing index-linked
products n/a - - - - - 186,350 186,350 -
Equity securities n/a - - - - - 718 718 -
Investment funds n/a - - - - - 86,787 86,787 -
Investment funds — assets
backing unit-linked products n/a - - - - 36,930 36,930 -
Available-for-sale financial
assets
Debt securities 5.69 311 68,660 184,562 324,391 402,874 21,4761,002,274 980,798
Equity securities n/a - - - - - 29,242 29,242 -
Investment funds n/a - - - - - 32,610 32,610 -
Held-to-maturity investments
Debt securities 6.29 610 - 6,740 660,090 262,991 19,349 949,780 930,431
Loans and receivables
Deposits with banks 3.50 - 20,443 10,000 88,648 26,723 5,937 151,751 145,814
Loans to customers 7.50 12,344 2,983 5,047 9,892 28,068 9,808 68,142 45,726
Reinsurers’ share of technical
provisions n/a - - - - - 492,445 492,445 -
Insurance and other receivables n/a - - - - - 190,220 190,220 -
Cash and cash equivalents 0.36 5,693 - - - - - 5,693 -
Total financial assets 18,958 92,086 206,349 1,083,021 720,656 1,144,724 2653794 2,102,769
Financial liabilities
Subordinated loan* 8.00 - - - - 15,270 - 15,270 15,270
Borrowings** 2.22 - 781 - - - - 781 -
Insurance and other payables 3.00 103,044 13,293 24,632 82,092 153,811 216,617 593,489 288,745
Total financial liabilities 103,044 14,074 24,632 82,092 169,081 216,617 609,54 304,015

* Subordinated loan bears annual interest of &@4JRK 1,203 thousands in 2015. As subordinated kanunlimited maturity,

future cash flows in respect of interest payabéerant included.

** Borrowings include all foreseeable future cashflows, including interest payable.
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31 December 2016

The Company’s financial assets and financial lied within the scope of IAS 39 were denominatedadlswis as at 31
December 2016 and 31 December 2015.

2016

Financial assets
Financial assetsat fair value through
profit or loss

Debt securities
Debt securities — assets backing index-
linked products

Equity securities

Investment funds
Investment funds — assets backing
unit-linked products

Available-for-sale financial assets

Debt securities

Equity securities

Investment funds
Held-to-maturity investments

Debt securities
Loans and receivables

Deposits with banks

Loans to customers
Reinsurers’ share of technical provisions
Insurance and other receivables
Cash and cash equivalents

Total financial assets
Financial liabilities
Subordinated loan*

Insurance and other payables

Total financial liabilities

EURO and
EURO EURO linked
EURO linked total usD CzK HRK Total
HRK'000 HRK’000 HRK'000 HRK'000 HRK’'000 HRK'000 HRK '000
36,597 - 36,597 - - - 36,597
133,128 129,266 262,394 - - 43,252 305,646
- - - - - 845 845
- 28,204 28,204 - - 104,208 132,412
- 43,771 43,771 - - - 43,771
85,449 280,630 366,079 10,049 - 601,781 977,909
15,890 - 15,890 - 14 18,075 33,979
11,859 23,759 35,618 - - - 35,618
- 657,321 657,321 - - 284,057 941,378
- 28,134 28,134 - - 128,451 156,585
- 31,782 31,782 642 - 29,779 62,203
- 299,146 299,146 195 - 201,936 501,277
1,757 41,629 43,386 - - 121,428 164,814
1,063 - 1,063 19 - 11,648 12,730
285,743 1,563,642 1,849,385 10,905 14 1,545,460 053764
15,116 - 15,116 - - - 15,116
8,252 339,882 348,134 - - 231,694 579,828
23,368 339,882 363,250 - - 231,694 594,944

* Subordinated loan bears annual interest of &@4JRK 1,193 thousands in 2016. As subordinated kesmnunlimited maturity,
future cash flows in respect of interest payabéerant included
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46  Currency risk analysis (continued)

2015

Financial assets
Financial assetsat fair value through
profit or loss

Debt securities
Debt securities — assets backing index-
linked products

Equity securities

Investment funds
Investment funds — assets backing
unit-linked products

Available-for-sale financial assets

Debt securities

Equity securities

Investment funds
Held-to-maturity investments

Debt securities
Loans and receivables

Deposits with banks

Loans to customers
Reinsurers’ share of technical provisions
Insurance and other receivables
Cash and cash equivalents

Total financial assets
Financial liabilities
Subordinated loan*
Borrowings**

Insurance and other payables

Total financial liabilities

EURO and
EURO EURO linked

EURO linked total usD CzK HRK Total

HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK '000
32,852 - 32,852 - - - 32,852
85,889 100,461 186,350 - - - 186,350

- - - - - 718 718

- 8,016 8,016 - - 78,771 86,787

- 36,930 36,930 - - - 36,930
74,040 345,614 419,654 9,705 - 572,915 1,002,274
14,246 - 14,246 - 12 14,984 29,242
12,451 7,871 20,322 - - 12,288 32,610

- 665,238 665,238 - - 284,542 949,780

- 27,486 27,486 - - 124,265 151,751

- 36,883 36,883 395 - 30,864 68,142

- 296,740 296,740 198 - 195,507 492,445

- 44,587 44,587 - - 145,633 190,220

658 - 658 77 - 4,958 5,693
220,136 1,569,826 1,789,962 10,375 1,465,445 65324
15,270 - 15,270 - - - 15,270

781 - 781 - - - 781
7,399 331,996 339,395 - - 254,094 593,489
23,450 331,996 355,446 - - 254,094 609,540

* Subordinated loan bears annual interest of &4JRK 1,203 thousands in 2015. As subordinated kanunlimited maturity,
future cash flows in respect of interest payabéerant included.

** Borrowings include all foreseeable future cashfiows, including interest payable.
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47  Contingent assets and liabilities

Off-balance sheet accounts

The Company had no off-balance sheet accounts2isecember 2016 (2015: -).
Capital liabilities

The Company had no capital liabilities as at 31ddaiger 2016 (2015: -).

Litigationsand claims

The Company is sued in several litigations (exeigdiourt claims) for which provision was made ie financial
statements when the Management believes that Iiaple that the Company will lose the court case.
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Supplementary information prescribed by the Regulabn of the Croatian Financial Services SupervisoryAgency

Statement of financial position (balance sheet) Idecember 2016

In HRK
Position Position N o Previous business period Current business period
Sum elements Position description - - - -
number code Life Non-life Total Life Non-life Total

001 002+003 | INTANGIBLE ASSETS 2,011,847 7,495,998 9,507,845 3,590,447 7,891,558 11,482,005
002 1 Goodwill - 3,551,774 3,551,774 3,551,774 3,551,774
003 2 Other intangible assets 2,011,847 3,944,224 5,956,071 3,590,447 4,339,784 7,930,231
004 005+006+007 1 TANGIBLE ASSETS 55,357,874 34,713,961 90,071,835 48,637,695 27,214,132 75,851,826
005 1 'azgfaf‘iggsb””di”gs intended for company business 55,306,639 27,635,396 82,942,036 48,547,016 20,039,863| 68,586,879
006 2 Equipment 49,679 6,148,345 6,198,024 90,679 6,411,809 6,502,487
007 3 Other tangible assets and stock 1,555 930,220 931,776 762,460 762,460
008 009+010+014+033 1 INVESTMENTS 1,897,310,063| 518,925,833 2,416,235,896| 1,915,050,591 517,284,932| 2,432,335,523
009 A 'c’:)";;;T“elngzsii”nLasnsdoine‘:;ilg':smgs not intended for 24,680,784| 37,398,595 62,079,379 22,110,366 32,699,058| 54,809,424
010 011+012+013 B Investments in subsidiaries, associates and joinentures - - - - - -
011 1 Shares and stakes in subsidiaries - - - - - -
012 2 Shares and stakes in associates - - - - - -
013 3 Joint venture participation - - - - - -
014 015+018+023+029 (03 Financial investments 1,872,629,279| 481,527,237 2,354,156,517 1,892,940,225 484,585,874 | 2,377,526,099
015 016+017 1 Financial investments held-to-maturity 886,864,984 62,915,194 949,780,178 878,440,603 62,937,660 941,378,263
016 11 Debt financial securities 886,864,984 62,915,194 949,780,178 878,440,603 62,937,660 941,378,263
017 12 Other - -
018 019+020+021+022 2 Financial investments available-for-sale 723,251,396 340,874,231 1,064,125,627 697,106,480 350,399,209| 1,047,505,690
019 21 Equity financial securities 25,255,387 3,986,170 29,241,557 26,854,921 7,123,897 33,978,819
020 2.2 Debt financial securities 671,530,504| 330,743,922 1,002,274,426 641,088,083 336,820,517 977,908,600
021 23 Investment fund units 26,465,505 6,144,140 32,609,645 29,163,476 6,454,795 35,618,271
022 24 Other - - - - - -
023 024+025+026+027+028 3 TR IS S5 7l T e 79,514,436 40,842,868|  120,357,304| 134,445,018 35,408,911| 169,853,929
024 31 Equity financial securities - 718,422 718,422 845,135 845,135
025 32 Debt financial securities 32,851,602 - 32,851,602 36,596,764 36,596,764
026 33 Derivative financial instruments - - - -
027 34 Investment fund units 46,662,834 40,124,446 86,787,280 97,848,254 34,563,776 132,412,030
028 35 Other - -
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Supplementary information prescribed by the Regulabn of the Croatian Financial Services SupervisoryAgency
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Statement of financial position (balance sheet) 3december 2016 (continued)

In HRK
Position Position » e Previous business period Current business period
number Sum elements code Position description Life Non-life Total Life Non-life Total
029 030+031+032 4 Loans and receivables 182,998,463 36,894,945 219,893,407 182,948,124 35,840,094 218,788,218
030 41 Deposits with credit institutions (banks) 121,074,585 30,677,015 151,751,600 125,310,806 31,274,093 156,584,899
031 4.2 Loans 61,923,878 6,217,930 68,141,807 57,637,318 4,566,001 62,203,319
032 4.3 Other - - - - - -
033 D Deposits with the cedent - - - - - -
034 1\ :_'\lllyEEi-ggSglzggligEE@Sgl?DuENgsAND RIS @I 223,280,049 - 223,280,049 349,416,910 - 349,416,910
035 036+037+038+039+040+041+04 \% Egg\l\f’lg:?olal‘\jNSCE SIAARE N TEERNICAL 288,135,939 204,309,017 492,444,956 294,788,116 206,489,338 501,277,454
036 1 Provisions for unearned premiums, reinsurance share 740,920 60,793,447 61,534,367 6,478 59,746,331 59,752,809
037 2 Mathematical provision, reinsurance share 283,690,690 - 283,690,690 292,410,365 - 292,410,365
038 3 Provision for claims outstanding, reinsurance share 3,704,329 | 143,515,570 147,219,899 2,371,273 146,743,007 149,114,280
039 4 Provisions bonuses and rebates, reinsurance share - - - - - -
040 5 Equalisation provisions, reinsurance share - - - - - -
041 6 Other insurance technical provisions, reinsuraheges - - - - - -
042 7 Life assurance technical provisions where the ghbider ) } ) ) ) :
bears the insurance risk, reinsurance share
043 044+045 Vi DEFERRED AND CURRENT TAX ASSET 2,536,544 2,541,272 5,077,815 2,911,128 3,054,404 5,965,532
044 1 Deferred tax asset 2,536,544 2,541,272 5,077,815 2,911,128 3,054,404 5,965,532
045 2 Current tax asset - -
046 047+050+051 ViI RECEIVABLES 49,243,153 | 140,265,666 189,508,819 43,168,688 120,396,760 163,565,448
047 048+049 1 Receivables from insurance business - 46,007,315 46,007,315 - 41,142,767 41,142,767
048 11 From policyholders 46,007,315 46,007,315 40,457,762 40,457,762
049 1.2 From insurance agents, or insurance brokers - - 685,005 685,005
050 2 Receivables from reinsurance business 43,583,152 53,353,674 96,936,827 41,047,762 40,757,373 81,805,134
051 052+053+054 8 Other receivables 5,660,000 40,904,677 46,564,677 2,120,926 38,496,621 40,617,547
052 3.1 Receivables from other insurance business - 860,729 36,050,729 28,493,850 28,493,850
053 3.2 Receivables for return on investments 148,26y 485 148,753 132,265 687 132,947
054 3.3 Other receivables 5,511,733 4,853,467 10,365,195 1,988,664 10,002,09 11,990,750
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Statement of financial position (balance sheet) 3december 2016 (continued)

In HRK

Position Position " L Previous business period Current business period

number Sum elements code Position description Life Non-life Total Life Non-life Total
055 056-060+061 VIl OTHER ASSETS 9,936,941 1,851,669 11,788,610 10,611,833 3,126,696 13,738,529
056 057+058+059 1 Cash at bank and in hand 3,841,121 1,851,669 5,692,790 9,602,839 3,126,696 12,729,535
057 11 Funds in the business account 3,805,884 1,851,669 5,657,554 9,399,023 3,120,696 12,519,719
058 12 ;r“g\?;?n‘he account of assets covering mathematical 35,237 - 35,237 203,816 203,816
059 13 Cash in hand - - - 6,000 6,000
060 2 Long-term assets intended for sale and business sation 6,095,820 - 6,095,820 1,008,994 1,008,994
061 3 Other - -
062 063+064+065 IX PREPAYMENTS AND ACCRUED INCOME 312,681 21,707,040 22,019,721 378,753 25,273,008 25,651,761
063 1 Deferred interest and rent - - - - - -
064 2 Deferred acquisition costs 248,282 21,060,757 21,309,040 283,878 24,119,257 24,403,135
065 3 Other prepayments and accrued income 64,398 646,283 710,681 94,875 1,153,751 1,248,626
066 oo1+004+gi)3;gfgg235+o43+0 X TOTAL ASSETS 2,528,125,000| 931,810,457| 3,459,935546| 2,668,554,161|  910,730,828| 3,579,284,989
067 Xl OFF BALANCE SHEET ITEMS - -
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Statement of financial position (balance sheet) 3december 2016 (continued)

In HRK
Position Position " L Previous business period Current business period
number Sum elements code Position description Life Non-life Total Life Non-life Total

068 069+072+073+077+081+084 Xl CAPITAL AND RESERVES 317,408,612 225,223,457 542,632,069 329,771,257 236,157,778 565,929,035
069 070+071 1 Subscribed capital 134,303,825 101,491,315 235,795,140 134,303,825 101,491,315 235,795,140
070 11 Paid-up capital - ordinary shares 134,303,825 101,491,315 235,795,140 134,303,825 101,491,315 235,795,140
071 12 Paid-up capital - preference shares - -
072 2 Issued shares premiums (capital reserves) 6,752,671 43,699,922 50,452,593 6,752,671 43,699,922 50,452,593
073 074+075+076 & Revaluation reserve 29,602,578 14,489,491 44,092,069 40,103,279 22,989,297 63,092,576
074 31 Land and buildings - -
075 32 Financial investments available-for-sale 29,602,578 14,489,491 44,092,069 40,103,279 22,989,297 63,092,576
076 33 Other revaluation reserves - -
077 078+079+080 4 Reserves 92,528,105 34,497,964 127,026,069 92,528,105 34,497,964 127,026,069
078 41 Legally stipulated reserves 2,755,583 560,571 3,316,154 2,755,583 560,571 3,316,154
079 4.2 Satutory reserve 871,562 - 871,562 871,562 871,562
080 4.3. Other reserve 88,900,960 33,937,392 122,838,353 88,900,960 33,937,392 122,838,353
081 082+083 5 Transferred profit or retained loss 41,167,676 18,453,645 59,621,322 43,125,740 20,342,313 63,468,053
082 5.1 Retained profit 41,167,676 18,453,645 59,621,322 43,125,740 20,342,313 63,468,053
083 5.2 Transferred loss (-) - -
084 085+086 6 Profit or loss of the current accounting period 13,053,757 12,591,121 25,644,878 12,957,637 13,136,968 26,094,605
085 6.1 Profit of the current accounting period 13,053,757 12,591,121 25,644,878 12,957,637 13,136,968 26,094,605
086 6.2 Loss of the current accounting period (-) - -
087 X1 SUBORDINATED LIABILITIES - 15,270,100 15,270,100 15,115,580 15,115,580
088 XIvV MANORITY INTERESTS - -
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Statement of financial position (balance sheet) 3december 2016 (continued)

In HRK
Position Position " - Previous business period Current business period
number Sum elements code Position description Life Non-life Total Life Non-life Total
089 090+091+092+093+094+095 XV TECHNICAL PROVISIONS 1,619,931,551| 435,834,225 2,055,765,776 1,606,831,677 436,858,399 2,043,690,076
090 1 Provisions for unearned premiums, gross amount 2,223,563 | 140,750,326 142,973,890 1,950,433 143,924,693 145,875,126
091 2 Mathematical provision, gross amount 1,602,871,687 - 1,602,871,687| 1,590,877,906 1,590,877,906
092 3 Provision for claims outstanding, gross amount 14,836,300 292,398,271 307,234,571 14,003,337 290,390,849 304,394,187
093 4 Provisions bonuses and rebates, gross amount - - - -
094 5 Equalisation provision, gross amount - 235,628 235,628 12,857 12,857
095 6 Other insurance technical provisions, gross amount - 2,450,000 2,450,000 2,530,000 2,530,000
LIFE ASSURANCE TECHN.PROV.WHERE THE
096 XVI POLICYHOLDER BEARS THE INSURANCE RISK, 223,280,049 - 223,280,049 349,416,910 349,416,910
gross amount

097 098+099 XVII OTHER RESERVES 3,775,600 4,583,158 8,358,758 3,555,193 4,992,161 8,547,354
098 1 Provisions for pensions and similar liabilities - 574,730 574,730 777,875 777,875
099 2 Other provisions 3,775,600 4,008,428 7,784,028 3,555,193 4,214,286 7,769,479
100 101+102 XVII DEFERRED AND CURRENT TAX LIABILITY 12,880,798 7,492,753 20,373,551 10,136,067 6,621,488 16,757,555
101 1 Deferred tax liability 7,400,645 3,622,373 11,023,017 8,803,159 5,046,431 13,849,590
102 2 Current tax liability 5,480,154 3,870,380 9,350,533 1,332,908 1,575,057 2,907,965
103 XIX EEFN%SUI;/'\?I\IIE(-:FQNED FROM BUSINESS CEDED TO 285,005,031 91,869,270 376,874,302 293,129,387 89,986,355 383,115,742
104 105+106+107 XX FINANCIAL LIABILITIES 1,395,214 - 1,395,214 - - -
105 1 Liabilities on the basis of loans 763,505 - 763,505 -
106 2 Liabilities on the basis of issued financial instent - - - -
107 3 Other financial liabilities 631,709 - 631,709 -
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Statement of financial position (balance sheet) 3december 2016 (continued)

In HRK
Position Position " - Previous business period Current business period
number Sum elements code Position description Life Non-life Total Life Non-life Total
108 109+110+111+112 XXI OTHER LIABILITIES 59,698,656 103,634,173 163,332,830 62,918,100 73,214,395 136,132,496
109 1 Liabilities from direct insurance business 6,229,392 5,161,530 11,390,923 18,101,206 7,748,337 25,849,542
110 2 Liabilities from co-insurance and reinsurance besin 46,760,693 84,666,561 131,427,255 41,677,586 49,307,377 90,984,963
111 3 Liabilities for sale and ceased business - - - -
112 4 Other liabilities 6,708,570 13,806,082 20,514,652 3,139,309 16,158,682 19,297,991
113 114+115 XXII ACCRUED EXPENSES AND DEFERRED INCOME 4,749,577 47,903,321 52,652,898 12,795,571 47,784,670 60,580,241
114 1 Deferred reinsurance commission - -
115 2 Other accrued expenses and deferred income 4,749,577 47,903,321 52,652,898 12,795,571 47,784,670 60,580,241
116 068+0813g§%23%g2igg7+100 XX TOTAL LIABILITIES 2,528,125,090| 931,810,457| 3,459,935,546| 2,668,554,161 910,730,828 3,579,284,989
117 XXIV OFF BALANCE SHEET ITEMS - -
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Statement of comprehensive income (income statemémbr period 01.01.2016 - 31.12.2016

In HRK
Position Sum elements Position Position description Previous business period Current business period
number code Life Non-life Total Life Non-life Total

001 002+003+004+005+006 | Earned premiums (recognized in revenue) 224,182,882 142,987,257 367,170,139 259,255,268 164,026,232 423,281,500
002 1 Written gross premiums 265,594,110 280,573,657 546,167,768 291,940,069 299,229,999 591,170,069
003 2 ;’f‘;‘rfiuargjczltl’}":”t and charged adjustment of inseranc S| (,183,334) (1,183,334) 582,102 582,102
004 3 Premiums ceded to reinsurance (-) (41,590,720) | (130,064,340)| (171,655,060) (32,223,489)|  (131,564,387)| (163,787,875)
005 4 Change in gross provisions for unearned premiuri$ (+ 245,251 (7,515,408) (7,270,157) 273,130 (3,174,367) (2,901,237)
006 5 (S:hh;';g(‘i /'”) provisions for unearned premiums, rearse (65,760) 1,176,681 1,110,922 (734,442) (1,047,116) (1,781,558)
007 008+009+010+011+012+013+01] 1 Income from investments 130,553,789 24,177,024 154,730,812 135,939,052 24,689,778 160,628,830
008 1 Income from subsidiaries, associates and jointures - -
009 2 Income from investment in land and building 882,743 891,81( 1,774,554 1,902,974 1,033,67] 2,936,648
010 3 Interest income 94,909,888 20,297,162 115,207,050 89,188,829 19,458,907 108,647,736
011 4 Unrealized profits from investment 7,089,882 44,630 7,134,511 19,727,922 151,311 19,879,233
012 5 Realized profits from investment 23,034,758 2,132,884 25,167,641 19,832,008 3,143,84 22,975,848
013 6 Net positive exchange rate differentials 3,267,535 582,874 3,850,409 3,700,774 397,712 4,098,486
014 7 Other investment profits 1,368,983 227,664 1,596,647 1,586,543 504,336 2,090,880
015 1} Income from commissions and fees 10,683,929 41,571,475 52,255,403 3,683,636 46,070,600 49,754,236
016 \Y Other insurance-technical income, net of reinsurane 479,733 4,300,232 4,779,964 343,032 5,128,348 5,471,380
017 \% Other income 2,040,972 1,329,508 3,370,481 1,090,081 1,236,024 2,326,105
018 019+022 VI Expenditures for insured events, net (147,983,586)| (82,471,903)| (230,455,489)| (138,025,090)| (100,050,727)| (238,075,817)
019 020+021 1 Settled claims (147,930,093)| (96,949,789)| (244,879,882)| (137,524,997)| (105,285,585)| (242,810,582)
020 11 Gross amount (-) (178,809,795)| (198,906,527)| (377,716,322)| (164,485,624)| (184,391,859)| (348,877,483)
021 12 Reinsurer share(+) 30,879,702| 101,956,738 132,836,440 26,960,627 79,106,274 106,066,901
022 023+024 2 Change in provisions for claims outstanding (+/-) (53,493) 14,477,886 14,424,394 (500,093) 5,234,858 4,734,765
023 21 Gross amount (-) (406,975) 35,231,596 34,824,621 832,963 2,007,421 2,840,384
024 2.2 Reinsurer share(+) 353,483 | (20,753,710) (20,400,227) (1,333,056) 3,227,437 1,894,381
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Statement of comprehensive income (income statemégmbr period 01.01.2016 - 31.12.2016 (continued)

In HRK
Position Position B o Previous business period Current business period
number Sum elements code Position description Life Non-life Total Life Non-life Total
025 026+029 Vil Change in other technical provisions, net of reingance 15,353,998 428,945 15,782,943 20,713,456 142,772 20,856,228
026 027+028 1 Change in mathematical provision (+/-) 15,353,998 - 15,353,998 20,713,456 - 20,713,456
027 11 Gross amount (-) 10,492,384 - 10,492,384 11,993,781 11,993,781
028 12 Reinsurer share(+) 4,861,615 - 4,861,615 8,719,675 8,719,675
029 030+031 2 Change in other technical provisions, net of reiasae (+/-) - 428,945 428,945 - 142,772 142,772
030 21 Gross amount (-) - 428,945 428,945 142,772 142,772
031 22 Reinsurer share(+) - -
Change in life assurance technical provisions whertbe

032 033+034 VI (pf/l_i;:yholder bears the insurance risk, net of reinsrance (74,650,426) - (74,650,426) (126,136,861) - (126,136,861)
033 1 Gross amount (-) (74,650,426) - (74,650,426) | (126,136,861) (126,136,861)
034 2 Reinsurer share(+) - -
035 036+037 IX IrEeXbpaetgg)it,uLeest fot;rrreei:‘usr:r;);géemium (bonuses and ) ) ) ) : :
036 1 Depending on the result (bonuses) - -
037 2 Not depending on the result (rebates) - -
038 039+043 X Business expenditures (for business operations)etn (115,193,785)| (88,822,634) (204,016,419) (106,641,044) (96,826,993) (203,468,037)
039 040+041+042 1 Acquisition costs (44,708,223) | (53,757,146) (98,465,368) (45,582,574) (60,472,297) (106,054,871)
040 11 Commission (8,954,848) | (38,012,522) (46,967,370) (9,897,808) (39,289,154) (49,186,961)
041 1.2 Other acquisition costs (35,738,951)| (21,553,980) (57,292,930) (35,720,362) (24,241,644) (59,962,005)
042 13 Change in deferred acquisition costs (+/-) (14,424) 5,809,356 5,794,932 35,596 3,058,500 3,094,096
043 044+045+046 2 Management costs (administration costs) (70,485,562) | (35,065,489) (105,551,051) (61,058,470) (36,354,696) (97,413,166)
044 21 Depreciation (3,193,799) | (2,690,015) (5,883,813) (4,243,628) (2,236,118) (6,479,745)
045 2.2 Salaries, taxes and contributions to and from salaries (19,696,782) | (14,428,876) (34,125,658) (19,158,600) (16,099,215) (35,257,815)
046 2.3 Other administration costs (47,594,982) | (17,946,598) (65,541,579) (37,656,242) (18,019,363) (55,675,605)
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Statement of comprehensive income (income statemégmbr period 01.01.2016 - 31.12.2016 (continued)

In HRK

Position Sum elements Position Position description Previous business period Current business period

number code Life Non-life Total Life Non-life Total
047 048+°49+°5°2051+°52+°53+° XI Investment expenses (25,016,942) (6,634,319)|  (31,651,262)|  (27,521,087) (8,091,768)|  (35,612,855)
048 1 Efetﬁfzfg%’;r(g;‘"di”gs not intended for businegerations (322,003) (599,206) (921,209) (420,820) (644,214) (1,065,033)
049 2 Interest (8,908,188) (2,356,412) (11,264,600) (8,388,936) (2,183,542) (10,572,478)
050 3 Investment value adjustment (reduction) (7,145,593) (1,749,775) (8,895,368) (1,160,117) (2,261,696) (3,421,812)
051 4 Realized losses from sale of financial assets (831,551) (81,629) (913,180) (844,383) (477,244) (1,321,628)
052 5 Unrealized losses from sale of financial assets (713,957) (34,167) (748,124) (2,296,907) (2,296,907)
053 6 Net negative exchange rate differences (5,701,003) (676,651) (6,377,654) (12,653,756) (748,913) (13,402,669)
054 7 Other investment expenses (1,394,647) (1,136,479) (2,531,125) (1,756,168) (1,776,159) (3,532,327)
055 056+057 Xl Other technical expenses, net of reinsurance (1,129,751) (15,408,957) (16,538,708) (1,192,031) (14,616,104) (15,808,134)
056 1 Expenses for preventive operations - (2,494,561) (2,494,561) (2,317,043) (2,317,043)
057 2 Other technical expenses of insurance (1,129,751) (12,914,396) (14,044,146) (1,192,031) (12,299,061) (13,491,091)
058 Xl Other expenses including value adjustments (2,734,391) (5,215,266) (4,070,953) (2,625,545)
059 050+10+3°2‘170+3051+50+3%1+602°71+70+5051+%+5% XIV )P el s o i siee Al e b i (G- 16,586,422 16,241,360 32,827,782 17,437,460 19,082,617 36,520,077
060 061+062 XV Profit or loss tax (3,532,665) (3,650,239) (7,182,904) (4,479,823) (5,945,648) (10,425,472)
061 1 Current tax expense (5,343,531) (4,562,531) (9,906,062) (4,854,408) (6,458,781) (11,313,188)
062 2 Deferred tax expense (income) 1,810,866 912,291 2,723,157 374,585 513,132 887,717
063 059+060 XVI Profit or loss of the accounting period after taxaion (+/-) 13,053,757 12,591,121 25,644,878 12,957,637 13,136,968 26,094,605
064 1 Attributable to owners of the parent - -
065 2 Attributable to non-controlling interests - -
066 001+007+015+016+017+062 XVII TOTAL INCOME 369,752,170 215,277,786 585,029,956 400,685,653 241,664,114 642,349,767
067 018+°25+§f§;gfggf38+°47+° XV TOTAL EXPENDITURE (356,698,413)|  (202,686,665)| (559,385,079)| (387,728,016)| (228,527,146)| (616,255,162)
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In HRK
Position Position B o Previous business period Current business period
ber Sum elements code Position description - - - -
num Life Non-life Total Life Non-life Total
068 069+°7°+°751:g7762+°73+°74+° XIX Other comprehensive income (18,290,420) (628,602) |  (18,919,022) 10,500,701 8,499,806 19,000,507
069 1 Profits/losses on translation of financial statetaem _ _
foreign operating activities
070 2 forr";'flgosses on revaluation of financial assetslable (22,863,025)|  (785,752)|  (23,648,778) 11,903,215 9,923,865 21,827,080
Profits/losses on revaluation of land and buildiimgended
071 3 ; L = -
for business activities of the company
Profits/losses on revaluation of other tangible @ndept
072 4 . " o -
land and real estate) intangible assets
073 5 Effects from cash flow hedging instruments - -
074 6 Actuarial profits/losses on defined benefit pengitans - -
075 7 Share in other comprehensive income of associated _ _
companies
076 8 Profit tax on other comprehensive income 4,572,605 157,150 4,729,756 (1,402,514) (1,424,058) (2,826,573)
077 078+079 XX Total comprehensive income (5,236,664) 11,962,519 6,725,856 23,458,338 21,636,774 45,095,112
078 1 Attributable to owners of the parent - -
079 2 Attributable to non-controlling interests - -
080 XXI Reclassification adjustments - -
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In HRK
Position Sum Position " o Current The same
number clements code Position description b;:rlir:)edss grzr\l/(i)(;ju:f;::r
001 002+013+031 | CASH FLOW FROM OPERATING ACTIVITIES 20,808,196 52,282,468
002 003+004 1 Cash flow before the change in assets and liabikts (80,293,712) (82,558,290)
003 11 Profit/loss before taxation 36,520,077 32,827,782
005+006+007
004 +0°8+é)°9+01 12 Adjustments (116,813,789)|  (115,386,072)
+011+012
005 121 Depreciation of real estate and equipment 5,595,845 5,269,407
006 122 Depreciation of intangible assets 2,013,535 1,535,615
007 123 Value impairment and profits/losses on reduction to fair value 7,520,946 9,056,880
008 124 Interest expense 10,572,478 11,264,600
009 1.25 Interest income (108,647,736)|  (115,207,050)
010 126 Shares in profit of associated companies - -
011 127 Profits/losses on sale of tangible assets (including land and buildings) (35,886) (699,665)
012 128 Other adjustments (33,832,971) (26,605,859)
013 014+g§g+”'+ 2 Increase/decrease in assets and liabilities 118,857,665 136,265,408
014 2.1 Increase/decrease in investments available-for-sale 47,447,256 (3,761,267)
015 29 Ilgé:geaacsceéﬂifrease in investment valued at faievidrough profit and (48,557,219) 65,847,996
016 2.3 Increase/decrease in deposits, loans and recesvable 3,638,179 (41,118,910)
017 2.4 Increase/decrease of deposits in insurance busieess to reinsuranc - -
018 25 gscsrsraasneclg«i)(;rﬁca;ﬁollgér:;/estments for the accouhtisiof life (109,231,451) (68,554,252)
019 2.6 Increase/decrease in reinsurance share in techprimakions (8,832,498) 14,427,691
020 2.7 Increase/decrease in tax assets - -
021 2.8 Increase/decrease in receivables 133,612,687 114,276,901
022 2.9 Increase/decrease in other assets 4,726,652 2,189,028
023 2.10 Increase/decrease in prepayments and accrued income (2,986,235) (5,809,561)
024 2.11 Increase/decrease in technical provisions (12,075,700) (38,475,793)
iz | plesss decresse b lfo e ecmmcagumurere e | yagssan|  74ss0dzs
026 2.13 Increase/decrease in tax liabilities - -
027 214 Irg(i:rzgsrsaer/](igcrease in deposits retained from bussoezted to 9.112,142 14,565,295
028 2.15 Increase/decrease in financial liabilities - -
029 2.16 Increase/decrease in other liabilities (25,011,544) 4,320,781
030 2.17 Increase/decrease in accruals and deferred income 878,535 3,707,073
031 3 Paid profit tax (17,755,757) (1,424,650)
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Supplementary information prescribed by the Regulabn of the Croatian
Financial Services Supervisory Agency (continued)

Statement of cash flow (indirect method) for period)1.01.2016 - 31.12.2016 (continued)

Position Sum Position - _ C“’Te”‘ The same
number elements code Position description bu5|_ness perlt_)d of the
period previous year
032 033+gfg+'”+ 1l CASH FLOW FROM INVESTING ACTIVITIES 8,794,075 16,041,118
033 1 Inflows from sale of tangible assets 550,813 922,751
034 2 Outflows for purchase of tangible assets (2,322,076) (3,141,987)
035 3 Inflows from sale of intangible assets - -
036 4 Outflows for purchase of intangible assets (4,819,201) (2,614,102)
037 5 Ln;:;vg;(:;zn;fsﬂg g(f)rlﬁggne;nd buildings not intedder business 13,967,518 }
038 6 OOF;JéfrI;J;\(/)sn;ogfptt;]rgI::isne]:poafnlsnd and buildings noemded for business (211,223) (470,907)
039 7 Increase/decrease in investments in subsidiassscates and joint : )
ventures
040 8 Inflows from investments held to maturity 606,148 20,665,150
041 9 Outflows for investments held to maturity - -
042 10 Inflows from sale of securities and stakes - -
043 11 Outflows for investments in securities and stakes - -
044 12 Inflows from dividends and shares in profit 1,022,097 680,213
045 13 Inflows on the basis of payment of given short-temmd long-term loans - -
046 14 Outflows for given short-term and long-term loans - -
047 Ot%g%t%ggso 1 CASH FLOW FROM FINANCING ACTIVITIES (22,565,526) (69,448,336)
048 1 Cash inflows on the basis of initial capital incsea - -
049 2 Cash inflows from received short-term and long-téoems - -
050 3 Cash outflows for payment of received short-termi lamg-term loans (767,380) (48,545,474)
051 4 Cash outflows for repurchase of own shares - -
052 5 Cash outflows for payment of dividends (21,798,146) (20,902,862)
053 001+032+047 NET CASH FLOW 7,036,745 (1,124,749)
054 Y, EFFECTS OF CHANGES IN EXCHANGE RATES FOR FOREIGN 218.667
CURRENCIES ON CASH AND CASH EQUIVALENTS !
055 053+054 \% ESLII\,/\IEIEFRT}SSE/DECREASE 10 @R8I ANID) GREER 7,036,745 (906,082)
056 1 Cash and cash equivalents at the beginning oféhedg 5,692,790 6,598,872
057 055+056 2 Cash and cash equivalents at the end of the period 12,729,535 5,692,790
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Supplementary information prescribed by the Regulabn of the Croatian Financial Services SupervisoryAgency

(continued)

Statement of changes in equity for period 01.01.268% 31.12.2015

In HRK
Attributable to owners of the parent
Paid-up Attributable Total
Position » o capital Reserves Retained to non- capital
code Position description (ordinary | Premiums for| Revaluation (legal, profit or Profit/loss of the |  Total capital controlling and
and issued shares| reserves statutory, transferred current year and reserves interest reserves
preference other) loss
shares)

I Balance as at 1 January of previous year 235,795,140 50,452,593 63,011,091 127,026,069 51,280,967 24,591,602 552,157,461

1. Changes in accounting policies -

2. Correction of errors from previous periods -

Il. Balance as at 1 January of previous year (correctgd 235,795,140 50,452,593 63,011,091 127,026,069| 51,280,967 24,591,602 552,157,461

1I. Comprehensive income/loss of the previous year - - (18,919,022) - - 25,644,878 6,725,856

1. Profit or loss of the period - - - - - 25,644,878 25,644,878

2. Other comprehensive income or loss of the previoygear - - (18,919,022) - - - (18,919,022)

2.1 Unrealized gains or losses from tangible assetsl ¢and buildings) - - - - - - -

2.2. Unrealized gains or losses from financial assedsiae for sale - - (121,326) - - - (121,326)

2.3. Realized gains or losses from financial assetdableifor sale - - (18,797,696) - - - (18,797,696)

2.4. Other non-owner changes in equity - - - - - - -

V. Transactions with owners (previous period) - - - - 8,340,354 (24,591,602) (16,251,248)

1. Increase/decrease in subscribed capital - - - - - - -

2. Other payments by owners - - - - - - -

3. Payment of shares in profit /dividends - - - - - (20,902,862) (20,902,862)

4. Other distributions to owners - - - - 8,340,354 (3,688,740) 4,651,614

V. IS C LRI AL LA (S LIRSS 235795,140| 50,452,593| 44,002,060| 127,026,060 59,621,322 25,644,878| 542,632,069

year
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Supplementary information prescribed by the Regulabn of the Croatian Financial Services SupervisoryAgency

(continued)

Statement of changes in equity for period 01.01.268% 31.12.2015 (continued)

In HRK
Attributable to owners of the parent
Paid-up Attributable Total
Position B o capital . . Reserves Ret:_:\ined ] Total to non- capital
code Position description (ordinary Premiums for | Revaluation (legal, profit or Profit/loss of capital and controlling and
and issued shares reserves statutory, transferred | the current year interest reserves
preference other) loss reserves
shares)
VI. Balance as at 1 January of the current year 235,795,140 50,452,593 44,092,069 127,026,069| 59,621,322 25,644,878 542,632,069
1. Changes in accounting policies -
2. Correction of errors from previous periods -
VII. Balance as at 1 January of the current year (correed) 235,795,140 50,452,593 | 44,092,069 127,026,069 59,621,322 25,644,878 | 542,632,069
VIII. Comprehensive income/loss of the current year - - 19,000,507 - - 26,094,605 45,095,112 -
1. Profit or loss of the previous period 26,094,605 26,094,605
2. Other comprehensive income or loss of the currentear - - 19,000,507 - - - 19,000,507 -
2.1. Unrealised gains or losses from tangible assets @ad buildings) -
2.2. Unrealised gains or losses from financial asseddahle for sale 36,374,137 36,374,137
2.3. Realised gains or losses from financial assetdablaifor sale (17,373,630) (17,373,630)
2.4, Other non-owner changes in equity -
IX. Transactions with owners (current period) - - - - 3,846,732 (25,644,878) | (21,798,146) -
1. Increase/decrease in subscribed capital -
2. Other payments by owners -
3. Payment of shares in profit /dividends (21,798,146) | (21,798,146)
4. Other transactions with owners 3,846,732 (3,846,732) -
X. 5:;?“9 as at the last day of the reporting periodh the curtent | 535795 140/  sp4s2,503| 63,002,576 127,026,069| 63,468,053 26,004,605 565,929,035 -
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Reconciliation between financial statements and Catdian Financial Services Supervisory Agency Scheded

Supplementary information prescribed by a regulatio of the
Croatian Agency for Financial Services

INTANGIBLE ASSETS
Goodwill
Other intangible assets

TANGIBLE ASSETS

Land and buildings intended for company businessaifns
Equipment

Other tangible assets and stock

INVESTMENTS

Investments in land and buildings not intended focompany business
operations

Investments in subsidiaries, associates and joinentures
Shares and stakes in subsidiaries

Shares and stakes in associates

Joint venture participation

Financial investments

Financial investments held-to-maturity

Debt financial securities

Other

Financial investments available-for-sale

Equity financial securities

Debt financial securities

Investment fund units

Other

Financial investments at fair value through profitand loss account

Equity financial securities

Debt financial securities

Derivative financial instruments
Investment fund units

Other

Loans and receivables

Deposits with credit institutions (banks)
Loans

Other

Deposits with the cedent

Statement of financial position — Assets as at 31ePember 2016

Transfer of
investments for and
on behalf of life
assurance
policyholders to
Financial assets at fair
value through profit
or loss

Transfer of other
prepaid expenses and
other assets to
insurance and other

receivables

Transfer of
deferred
acquisition
costs

Transfer of other
tangible assets to
inventories

Statutory financial
statements

11,482,005
3,551,774
7,930,231

11,482,005

24,403,135 24,403,135

75,851,826 75,782,034
68,586,879
6,502,487

762,460

2,432,335,523
54,809,424

(69,792)

54,809,424

2,377,526,099
941,378,263
941,378,263

941,378,263

1,047,50800
33,978,819

977,908,600
35,618,271

1,047,505,690

169,853,929

845,135
36,596,764

349,416,910 519,270,839

132,412,030

218,788,218
156,584,899
62,203,319

218,788,218

Comment

Other intangible assets

Deferred acquisition costs
Property and equipment

Investment property

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or

loss

Loans and receivables

129



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Reconciliation between financial statements and Catian Financial Services Supervisory Agency Schedes (continued)

Supplementary information prescribed by a regulatio of the
Croatian Agency for Financial Services

INVESTMENTS FOR THE ACCOUNT AND RISK OF LIFE
ASSURANCE POLICYHOLDERS

REINSURANCE SHARE IN TECHNICAL PROVISIONS
Provisions for unearned premiums, reinsurance share
Mathematical provision, reinsurance share

Provision for claims outstanding, reinsurance share
Provisions bonuses and rebates, reinsurance share
Equalisation provisions, reinsurance share

Other insurance technical provisions, reinsuraheges

Life assurance technical provisions where the ghiitder bears the
insurance risk, reinsurance share

DEFERRED AND CURRENT TAX ASSET

Deferred tax asset

Current tax asset

RECEIVABLES

Receivables from insurance business

From policyholders

Frominsurance agents, or insurance brokers

Receivables from reinsurance business

Other receivables

Receivables from other insurance business

Receivables for return on investments

Other receivables

OTHER ASSETS

Cash at bank and in hand

Funds in the business account

Funds in the account of assets covering mathematical provision
Cash in hand

Long-term assets intended for sale and business sation
Other

PREPAYMENTS AND ACCRUED INCOME

Deferred interest and rent

Deferred acquisition costs

Other prepayments and accrued income

TOTAL ASSETS

OFF BALANCE SHEET ITEMS

Statement of financial position — Assets as at 31ebember 2016 (continued)

349,416,910

501,277,454
59,752,809
292,410,365
149,114,280

5,965,532
5,965,532

163,565,448
41,142,767
40,457,762

685,005
81,805,134
40,617,547
28,493,850

132,947
11,990,750
13,738,529
12,729,535
12,519,719

203,816

6,000
1,008,994

25,651,761

24,403,135
1,248,626
3,579,284,989

Transfer of investments
for and on behalf of life
assurance policyholders

Transfer of Transfer of

deferred other tangible to Financial assets at
acquisition assets to fair value through
costs inventories profit or loss
(349,416,910)
69,792

(24,403,135)

Transfer of other
prepaid expenses and
other assets to
insurance and other

receivables

1,248,626

(1,248,626)

Statutory financial

statements Comment

501,277,454 Reinsurers’ share of technical provisions

5,965,532  Deferred tax assets
69,792 Inventories
164,814,074 Insurance and other receivables

12,729,535 Cash and cash equivalents

1,008,994  Assets held for sale

3,579,284,989  Total assets
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Statement of financial position — Equity and liabiities as at 31 December 2016

Supplementary information prescribed by a regulatio of the
Croatian Agency for Financial Services

CAPITAL AND RESERVES

Subscribed capital

Paid-up capital - ordinary shares

Paid-up capital - preference shares

Issued shares premiums (capital reserves)
Revaluation reserve

Land and buildings

Financial investments available-for-sale
Other revaluation reserves

Reserves

Legally stipulated reserves

Statutory reserve

Other reserve

Transferred profit or retained loss

Retained profit

Transferred loss (-)

Profit or loss of the current accounting period
Profit of the current accounting period

Loss of the current accounting period (-)
SUBORDINATED LIABILITIES

MANORITY INTERESTS

TECHNICAL PROVISIONS

Provisions for unearned premiums, gross amount
Mathematical provision, gross amount
Provision for claims outstanding, gross amount

Provisions bonuses and rebates, gross amount

Equalisation provision, gross amount
Other insurance technical provisions, gross amount

565,929,035
235,795,140
235,795,140

50,452%9
63,092,576

63,092,576

127,026,069
3,316,154

871,562
122,838,353
63,468,053
63,468,053

26094,605
26,094,605

15,115,580

2,043,690,076
145,875,126
1,590,877,906
304,394,187

12,857
2,530,000

Transfer of

current year Transfer of

profit to statutory
retained  reserve to legal
earnings reserves
871,562
(871,562)
26,094,605

(26,094,605)

Transfer of life
assurance provision for
products where
policyholders bear
investment risk to
technical provisions

Transfer of
discretionary profit

participation from life
assurance provision to
separate line

(42,674,022)

42,674,022

349,416,910

Transfer of deposit
from reinsurance,
accrued expenses

and other liabilities

to insurance and
other payables

Statutory
financial
statements

565,929,035
235,795,140

50,452,593
63,092,576

127,026,069
4,187,716

122,838,353
89,562,658

15,115,580

2,350,432,964

42,674,022

Comment

Total equity
Share capital

Issued shares
Fair value reserve

Legal reserve
Legal and statutory
reserves

Other reserves
Retained earnings

Subordinated loan

Technical provisions

Discretionary profit
participation provision
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Statement of financial position — Equity and liabilties as at 31 December 2016 (continued)

Supplementary information prescribed by a regulatio of the
Croatian Agency for Financial Services

LIFE ASSURANCE TECHN.PROV.WHERE THE
POLICYHOLDER BEARS THE INSURANCE RISK, gross amount

OTHER RESERVES

Provisions for pensions and similar liabilities
Other provisions

DEFERRED AND CURRENT TAX LIABILITY
Deferred tax liability

Current tax liability

DEPOSIT RETAINED FROM BUSINESS CEDED TO
REINSURANCE

FINANCIAL LIABILITIES

Liabilities on the basis of loans

Liabilities on the basis of issued financial instent
Other financial liabilities

OTHER LIABILITIES

Liabilities from direct insurance business

Liabilities from co-insurance and reinsurance besin
Liabilities for sale and ceased business

Other liabilities

ACCRUED EXPENSES AND DEFERRED INCOME
Deferred reinsurance commission

Other accrued expenses and deferred income
TOTAL LIABILITIES

OFF BALANCE SHEET ITEMS

349,416,910

8,547,354

777,875

7,769,479
16,757,555

13,849,590

2,907,965

383,115,742

136,132,496
25,849,542
90,984,963

19,297,991
60,580,241

60,580,241
3,579,284,989

Transfer of

current year
profit to
retained
earnings

Transfer of
statutory
reserve to legal
reserves

Transfer of life
assurance provision for
products where
policyholders bear
investment risk to
technical provisions

Transfer of deposit
from reinsurance,
accrued expenses

and other liabilities

to insurance and
other payables

Transfer of
discretionary profit
participation from life
assurance provision to
separate line

(349,416,910)

(383,115,742)

443,695,983

(60,580,241)

Statutory
financial
statements ~ Comment
8,547,354 Provisions for liabilities
and charges
13,849,590 Differed tax liability
Current income tax
2,907,965 jiapiliry
579,828,479 Insurance and other

payables

3,579,284,989  Total liabilities and equity
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Reconciliation between financial statements and Catian Financial Services Supervisory Agency Schedes (continued)

Statement of comprehensive income for year ended Efecember 2016

Netting off of positive

Comprising and negative foreign
reinsurers share exchange differences,
Netting off of of technical Comprising unrealized/realized
premium Comprising Comprising  provisions with other gains and losses and
impairment other technical gross changes reinsurers share expenses and income from sale of
Supplementary information prescribed by a with gross income with in provisions of claims and other real estate with net Statutory
regulation of the Croatian Agency for Financial premium  other operating  with net claims benefits technical book value of asset financial
Services written income incurred incurred expenses sold statements ~ Comment
Earned premiums (recognized in revenue) 423,281,500
Written gross premiums 591,170,069 582,102 591,752,170  Gross premiwmisten
Value adjustment and charged adjustment of
insurance premium value 582,102 (582,102)
Premiums ceded to reinsurance (-) (163,787,875) (163,787,875)  Written premiunsgded to reinsurers
Change in gross provisions for unearned premiums (2,901,237) (2,901,237) Chan_ge in the gross provision for unearned
(+-) premiums
Change in provisions for unearned premiums, (1,781,558) (1,781,558) Rein_st_Jrers’ share of change_in the
reinsurance share (+/-) provision for unearned premiums
Income from investments 160,628,830 (7,224,726 153,404,105 Financial income
Income from subsidiaries, associates and joint
ventures )
Income from investment in land and buildings 2,838, (38,362)
Interest income 108,647,736
Unrealized profits from investment 19,879,233 (2,296,907)
Realized profits from investment 22,975,848 90(B71)
Net positive exchange rate differentials 4,098,486 (4,098,486)
Other investment profits 2,090,880
Income from commissions and fees 49,754,236 9,764,236  Fee and commission income
Ot‘her insurance-technical income, net of 5 471,380 (5,471,380)
reinsurance
Other income 2,326,105 5,471,380 7,797,485  Other operatingome
Expenditures for insured events, net (238,075,817)
Settled claims (242,810,582)
Gross amount (-) (348,877,483) (111,159,924) (460,037,407)  Claims and benefits incurred
Reinsurer share(+) 106,066,901 10,614,056 116,680,957 ﬁi'ﬁg{frs share of claims and benefits
Change in provisions for claims outstanding (+/-) 734,765
Gross amount (-) 2,840,384 (2,840,384)
Reinsurer share(+) 1,894,381 (1,894,381)

133



Wiener osiguranje Vienna Insurance Group d.d.
31 December 2016

Reconciliation between financial statements and Catian Financial Services Supervisory Agency Schedes (continued)

Statement of comprehensive income for year ended lfecember 2016 (continued)

Netting off of positive

Comprising and negative foreign
reinsurers share exchange differences,
Comprising of technical unrealized/realized
Netting off of  other technical Comprising  provisions with Comprising gains and losses and
premium income with gross changes reinsurers share other expenses income from sale of

Supplementary information prescribed by a impairment with other in provisions of claims and and other real estate with net Statutory
regulation of the Croatian Agency for Financial gross premium operating  with net claims benefits technical book value of asset financial
Services written income incurred incurred expenses sold statements ~ Comment
Change in other technical provisions, net of 20856228
reinsurance
Change in mathematical provision (+/-) 20,713,456
Gross amount (-) 11,993,781 (11,993,781)
Reinsurer share(+) 8,719,675 (8,719,675)
Change in other technical provisions, net of 142,772
reinsurance (+/-)
Gross amount (-) 142,772 (142,772)
Reinsurer share(+) -
Change in life assurance technical provisions
where the policyholder bears the insurance risk, (126,136,861)
net of reinsurance (+/-)
Gross amount (-) (126,136,861) 126,136,861

Reinsurer share(+)

Expenditures for return of premium (bonuses and
rebates), net of reinsurance

Depending on the result (bonuses)

Not depending on the result (rebates)

Business expenditures (for business operations),
net

Acquisition costs

Commission

Other acquisition costs

(203,468,037)

(106,054,871)
(49,186,961)
(59,962,005)

(106,054,871)Acquisition costs

Change in deferred acquisition costs (+/-) 3,094,096
Management costs (administration costs) (97,413,166 (97,413,166) Administration costs
Depreciation (6,479,745)

Salaries, taxes and contributions to and from salaries
Other administration costs

(35,257,815)
(55,675,605)
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Statement of comprehensive income for year ended lfecember 2016 (continued)

Supplementary information prescribed by a
regulation of the Croatian Agency for Financial
Services

Investment expenses

Depreciation (buildings not intended for business
operations of the company)

Interest

Investment value adjustment (reduction)
Realized losses from sale of financial assets
Unrealized losses from sale of financial assets
Net negative exchange rate differences
Other investment expenses

Other technical expenses, net of reinsurance
Expenses for preventive operations

Other technical expenses of insurance

Other expenses including value adjustments
Profit or loss of the accounting period before
taxation (+/-)

Profit or loss tax

Current tax expense

Deferred tax expense (income)

Profit or loss of the accounting period after
taxation (+/-)

Attributable to owners of the parent
Attributable to non-controlling interests
TOTAL INCOME

TOTAL EXPENDITURE

Netting off of
premium
impairment
with gross
premium
written
(35,612,855)
(1,065,033)
(10,572,478)
(3,421,812)
u62B)
29@,907)
(13,402,669)
(3,532,327)
(158034)
(2,317,043)

(13,491,091)

36,520,077

(10,425,472)
(11,313,188)
887,717

26,094,605

642,349,767
(616,255,162)

Comprising
other technical
income with
other operating
income

Comprising
reinsurers share

of technical Comprising

Comprising  provisions with other
gross changes reinsurers share expenses and

in provisions of claims and other

with net claims benefits technical
incurred incurred expenses

Netting off of positive
and negative foreign
exchange differences,
unrealized/realized
gains and losses and
income from sale of

real estate with net Statutory
book value of asset financial
sold statements
7,224,726 ,388,129)
829,333
2,296,907
4,098,486
(15,808,134)
36,520,077
(10,425,472)
26,094,605
(7,224,726)
7,224,726

Comment

Financial expenses

Other operating expenses

Profit before incomaxt

Income tax expense

Profit for the year
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Statement of comprehensive income for year ended lfecember 2016 (continued)

Supplementary information prescribed by a
regulation of the Croatian Agency for Financial
Services

Other comprehensive income

Profits/losses on translation of financial statetaem
foreign operating activities

Profits/losses on revaluation of financial assets
available for sale

Profits/losses on revaluation of land and buildings
intended for business activities of the company
Profits/losses on revaluation of other tangible and
(except land and real estate) intangible assets
Effects from cash flow hedging instruments
Actuarial profits/losses on defined benefit pension
plans

Share in other comprehensive income of associated
companies

Profit tax on other comprehensive income

Total comprehensive income

Attributable to owners of the parent

Attributable to non-controlling interests
Reclassification adjustments

19,000,507

21,827,080

818,573)
45,095,112

Netting off
of
premium
impairmen
t with
gross
premium
written

Comprising other
technical income
with other
operating income

Comprising
reinsurers share
of technical
Comprising provisions with Comprising
gross changes reinsurers share other expenses
in provisions of claims and and other
with net claims benefits technical
incurred incurred expenses

Netting off of positive
and negative foreign

exchange differences,
unrealized/realized
gains and losses and
income from sale of
real estate with net
book value of asset

sold

Statutory
financial

statements Comment

Other comprehensive income for the year,

19,000,507 .
net of income tax

21,827,080Net changg in fair value of available-for-
sale financial assets, net of deferred

(2,826,573) Profit tax on other comprehensive income
45,095,112 Total comprehensive income for the year
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Statement of cash flows for year ended 31 Decemhi2016

Statement of cash flow prepared in accordance théhOrdinance on the form and content of finansiatements and
additional reports of insurance and reinsurancepeaames (Official Gazette 37/16) , the preparatibwioich is described
in detail in the Instructions for completing findalcstatements and additional reports of insurasee reinsurance
companies (“HANFA CF”) differ in the presentatiaon the Statement of cash flows (“CF”) forming atp statutory

financial statements.

Differences are as follows:

1. Impariment losses on tangible and intangible assetshown in CF together with amortization or eéefation
correspondingly, while in CF HANFA they are presghtvithin Impairment losses and fair value gairssés.

2. Change in deferred acquisition costs in CF is preskseparately while in HANFA CF is presented imith
Other adjustments.

3. Depreciation of small inventory is shown separatelZF, while in CF HANFA is shown within Depredat
of property and equipment.

4. Impairment losses on financial assets, investmeassociate and insurance and other receivablggesented
separately in CF while in HANFA CF are presentethini Impairment losses and fair value gains/losses.

5. Net fair value gains on financial assets are pteseseparately in CF and include realised and lisegh
gains/losses while in CF HANFA unrealised gains#ssare presented within Impairment losses andvdie
gains/losses and realised gains/losses are prdssitkén Other adjustments.

6. Net foreign exchange losses/gains are presentedately in CF while in HANFA CF are shown withinh@t
adjustments.

7. Dividend income and cash receipts from dividendsiarCF presented separately and within operatasi c
flow while in CF HANFA dividend income is presentedthin Other adjustments and dividend cash reseipt
within investing activities.

8. Profit on disposal of equipment as well Net losglmposal of investment property are shown seplgrateCF,
while in CF HANFA they are shown together withirofvlosses on sale of tangible assets (includarglland
buildings).

9. Provision for liabilities and charges in CF is simogeparately while in CF HANFA is shown within Othe
adjustments.

10. Equipment write off in CF is presented separatdtylenin HANFA CF is presented within Other adjustite

11. Net decrease / (increase) in held-to-maturity $twents in CF is shown within cash flow from opiegt
activities, while in HANFA CF within cash flow froimvesting activities.

12. Net increase in financial assets at fair valueuploprofit and loss in CF is shown comprising irtkrents for
the account and risk of life assurance policyhdder opposed to being shown separately in HANFA CF.
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Statement of cash flows for year ended 31 Decemh2016 (continued)

1. Net decrease / (increase) in investment proper@Hns shown within cash flow from operating adtes while
in CF HANFA is presented within cash flow from istieg activities.

2. Net increase in technical provision in CF compriberease/decrease in technical provisions and
Increase/decrease in life assurance technical giom& where the policyholder bears the investmishktwhich
are shown separately in HANFA CF.

3. Net decrease / (increase) in receivables and asats in CF are shown collectively while in CF N are
shown separately within Increase/decrease in rabkig and Increase/decrease in prepayments andeeccr
income after deducting Interest received shownrségls in CF.

4. Net (decrease) / increase in insurance and otiatifies in CF are shown collectively while in GFANFA are
shown separately within Increase/decrease in depastained from business ceded to reinsurance,
Increase/decrease in other liabilities, Increaseéese in accruals and deferred income after deduletterest
paid which is shown separately in CF.
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