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AGCS Global by Line of Business

AGCS global business consists of various legal enptigigcts in growth markets and higher captive
that are under AGCS management responsibility. business. From a product perspective, our presence in
Total global gross consolidated premiums written the London IDI (Inherent Defect Insurance) market
amounted to 5,389 million, an increase of 8%  enjoyed noteworthy strengthening. Overall significant
relative to 2013 ( 4,999 million) as a result of new growth was achieved despite challenging market
business and upsells following expansion of conditions on construction business as a result of
geographic footprint and product offer and more difficult economic situation and a marginally negative
captive accounts. Growth was accompanied by a FX impact. The calendar year loss ratio of 69.8 % was
satisfactory combined ratio of 94.8% that exceeds above that of last year (65.3 %) primarily driven by
prior year s by 1.7%-p due to higher large losses higher large losses compared to absence of those in
primarily in Property, Engineering and Aviation par2913. The combined ratio increased to 98.1% (93.0 %).
mitigated by favorable prior year development,
particularly for Liability, Aviation and Engineering, &wbss premiums written for Financial Lines amounted
low CAT losses. Despite the slight profitability to 401.3 (343.1) million, an increase of 17.0 %
decrease in technical underwriting, AGCS operatimgmpared to prior year. This was driven by increase of
profit of 506 million ( 483 million) was supported captive and fronting business notably in France and
by robust investment results performance. Brazil, as well as two large facility contracts in the UK.
The calendar year loss ratio of 85.2 % increased versus
Gross premiums written for Aviation amounted to last year (83.2 %) mainly due to reserve strengthening
571.1 (574.4) million which is 0.6 % below the prioof the Professional Indemnity book in the UK and
year mainly driven by the competitive market severity of large losses. As a result, the combined ratio
environment that has continued even after large increased to 113.4 % (110.3 %).
market losses due to several years of favorable loss
experience. The decrease was mainly on inwards Gross premiums written for Liability amounted to
treaty and general aviation business covering small@&44.2 (756.6) million, a growth compared to prior
aircrafts, offset in part by growth with smaller airlingsar of 11.6 %. This was driven by new and upsell on
The calendar year loss ratio of 62.9% was well beloaptive business in mature markets and 35 % growth
last year (71.3 %) due to favorable prior year across emerging markets. The extraordinary calendar
development for all sublines, particularly for productsce and
offsetting the impact of current year large losses for
the Airlines, Space and Treaty business. The combined
ratio improved to 89.7 % (96.2 %).

Gross premiums written for Energy amounted to
216.3 (225.6) million, a 4.1 % decrease compared to
last year. The reduction is mainly attributable to lower
Onshore premium from rate decreases. Growth in
Asia partially offsets lower premium in the US and UK.
In 2014, Energy was impacted by large onshore losses
in the UK, US and Asia. However, the calendar year
loss ratio was again very strong at 50.0 % (54.3 %) as
the size of the book and positive portfolio loss
development, particularly for onshore, supported
strong profitability, resulting in a combined ratio of
71.9 % (75.3 %).

Gross premiums written for Engineering amounted to
558.4 (489.4) million, an increase of 14.1 % versus
prior year driven by North America, infrastructure
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Report of the Supervisory Board

Effective December 31, 2014, Mr. Clement Booth
stepped down from his mandate as Chairman of the
Supervisory Board since Mr. Booth went into
retirement. Effective January 1, 2015, the Annual
General Meeting of Allianz Global Corporate &
Specialty SE appointed Dr. Theis to the company s
Supervisory Board. The members of the Supervisory
Board then appointed Dr. Theis as its Chairman.

Based on the results of his examination, the
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Management report

The strength of the business model of Allianz Global Corporate & Specialty SE, whicl
the worldwide underwriting of international industrial insurance as well as aviation an
marine risk, was proven once again in 2014. In a continuing difficult market context tr
company succeeded in ending the year with a high two-digit million profit.

Gross premiums written as well as net premiums earned were substantially higher th:
the previous year. At the same time, claims expenses increased because of the grow
business volume. While we registered a strong increase of major losses, few losses f
natural catastrophes were incurred and the run-off developed very positively. The gro
internal aviation reinsurance contract concluded the previous year was terminated in
reporting year.

Investment income substantially increased, which is mainly due to currency-related
appreciation, following depreciation in the previous year. While re-investment interest
marked a historic low, dividend distributions from our participations were down only
slightly. Our investments continue to have high valuation reserves.

The profit transferred by Allianz Global Corporate & Specialty SE to Allianz SE amou!
to 76 million and was thus substantially lower than last year s record result, which w
iImpacted by positive special effects. Since the founding of the company in 2006, a tot
of over 2.2 billion has been transferred to Allianz SE.
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139.7 (58.9) million, the loss ratio increased to ~ Supplementary information to the
116.5 (53.0) percent. This increase is due to higheManagement Report
claims in business interruption insurance, which
increased by 113.3 million in the reporting year. The various insurance lines and types offered are
Overall, the branch group closed the year with an presented in detail on page 50.
underwriting loss of 38.0 (profit of 35.2) million.
Investment strategy
Reinsurance business ceded
Allianz Global Corporate & Specialty SE continued its
In the reporting year, the company once again cededséfety-oriented investment strategy in 2014. Our
insurance business in part to various Group companiebjective is to generate as high a return as possible
and in part to external reinsurers. In keeping with thewhile limiting our risk. By spreading our investments
reinsurance strategy pursued in the previous years, rmrer many different investment segments and
proportional reinsurance contracts in the form of a
global coverage program were concluded with a
number of reinsurers. Reinsurance ceded covers
maximum risks and natural disasters to a limited extent
on a quota-share basis and selectively in most insurance
lines. In the previous year, the company had concluded
two proportional reinsurance contracts, one of which
was not renewed in the reporting year.

The largest part of the business ceded to other Group
companies is assumed by Allianz Risk Transfer AG,
Zurich, while Swiss Re AG in Zurich is the company s
leading external reinsurer. Premiums ceded to
reinsurers increased by a total of 29.5 millionto 1.47
(2.44) billion. This is essentially due to higher facultative
reinsurance cessions, which increased by 108.0 million
to 929.6 (821.6) million, while the total of reinsurance
contacts ceded declined, which in turn is essentially due
to the termination of the contract for aviation insurance
mentioned above. With respect to premiums written,
the retention ratio increased from 57 percent to 59
percent. Passive reinsurance posted a result of 496.2
(621.6) million from the perspective of the reinsurers.
This decline was due to higher claims expenses of the
reinsurers in the reporting year.
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stocks in our portfolio was 9.0 percent (based on
market value). All stock investments are hedged with
put options for an average 81 percent of current
market values.

We assess the risk situation with respect to our capital
base as well as the coverage of our financial
obligations with qualified investments from two
perspectives: external and regulatory requirements

on the one hand and internal risk capital

requirements on the other. For both areas we use
stress test models as well as an early warning system
and a risk capital model. These tests are performed
on an ongoing basis and our investments passed all
of them without exception in the reporting year.

The percentage of investments held in foreign
currencies as matching cover for underwriting
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Other non-underwriting business Outsourcing of functions

Other non-underwriting business produced a loss diransfer of responsibilities
191.6 (profit of 82.5) million, which was primarily
due to currency exchange losses and the revaluatiéecounting and collection functions are provided to
of the US Dollar and the British Pound with respecthie company by the CFO - Accounting units in
the euro. Munich and Hamburg. The accounting functions of
the foreign affiliates are in part handled locally and in
The overall result of the non-underwriting businesspart centrally in Munich or the branch offices in

thus amounted to 115.2 (273.9) million. London, Paris and Antwerp. For the Italian branch
office this service is provided by the local Allianz
Extraordinary result company.

The extraordinary result includes the full recognitiohvestments and asset management

of all still outstanding instalments from the initial

application of the German Accounting Law On the basis of group-internal service contracts,

Modernization Act (BilMoG), which were recorded Investments and asset management are handled by

2014 as extraordinary expense of 7.1 million. Allianz Deutschland AG, Munich, Allianz Investment
Management SE, Munich, and for partial areas by,

Overall result among others, PIMCO Deutschland GmbH Munich,
Allianz Global Investors Kapitalanlagegesellschaft

Tax charges for the reporting year (including intra-groupbH, Frankfurt/Main and Allianz Real Estate GmbH,

charges) came to 146.5 (104.7) million. Munich.

The overall result after taxes was a profit of 76.0 (54irfprmation Technology
million. Under the terms of the existing management
control and transfer-of-profit agreement, this profit wa€omputing center services as well as printing and IT

transferred to Allianz SE. services are provided to Allianz Global Corporate &
Specialty SE by Allianz Managed Operations & Services
Corporate agreements SE, Munich.

The sole shareholder of Allianz Global Corporate &
Specialty SE is Allianz SE. Both companies are nnEd’cnployees
by a management control and transfer-of-profit

agreement. Personnel management at Allianz Global Corporate &
Specialty SE is strictly aligned with the strategic
Branch offices objectives of the Allianz Group.

Allianz Global Corporate & Specialty SE maintainsEssential for us is a performance-oriented corporate

branch offices in London (UK), Paris (France), Viera#ure based on fairness and trust. In this, the continuous

(Austria), Copenhagen (Denmark), Milan (Italy), development of our employees plays a central role.

Antwerp (Belgium), Madrid (Spain), Rotterdam

(Netherlands), Stockholm (Sweden), Singapore anédllianz Global Corporate & Specialty SE relies on

Hong Kong (China). management by objective and performance-based
remuneration. By combining company objectives with
individual annual objectives which are fixed in a personal
interview by the employee with his/her supervisor at the
beginning of the year, all employees and managers take
direct responsibility for the contribution they make to
the success of the company.
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The continued education and professional development
of our employees was at the center of our work. One
example of our efforts to enhance the professional
qualifications of our people is the Underwriting
Academy, which was opened in 2014 and provides
comprehensive practice-oriented training in this area.
Among the strategic key areas of our HR efforts is Well
Being, i.e. the creation of a working environment that
promotes the work-life balance.

Even before the General Act on Equal Treatment came
into force in Germany, Allianz Group in its Code of
Conduct and its worldwide HR Diversity Policy decreed
that nobody was to be discriminated against, particularly
not for reasons of origin, religion, gender, disability, age
or sexual orientation. Under the motto Diversity of
Minds , we promote diversity throughout Allianz Global
Corporate & Specialty SE. In view of the high priority of
this subject, Diversity Councils were created in the
regions in 2014.

Another key area of our HR effort in 2014 was the
continued implementation of the group-widi&anz

Grading System (AGS). The AGS accounts for the
continuing globalization of Allianz Global Corporate &
Specialty SE and ensures better comparability of positions
across regions and thus enhanced employee mobility.

In addition, we worked on the continued optimization of
essential HR processes. The strategic expansion of our
recruiting activities and the continued focus on digital
media also played an important role in 2014.

Allianz Global Corporate & Specialty SE continues to use
the instrument of regular surveys of all employees and
managers worldwide (Allianz Engagement Survey) to
identify the need for optimization and define the
corresponding measures.

At the end of 2014, Allianz Global Corporate & Specialty
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Risk organization Allianz SE. Other internal and external control
functions are vested in the Supervisory Board, Legal &

The responsibility for risk management within the Compliance, the Internal Audit and the Independent

Board of Management lies with the Chief FinancialAuditors.

Officer (CFO). The Chief Risk Officer, who is reporting

to the CFO, monitors the risks assumed and reguldtigk strategy and risk reporting

informs the Board of Management of Allianz Global

Corporate & Specialty SE about risk-relevant The risk strategy defines the core risks of Allianz

developments, the current risk profile and capital Global Corporate & Specialty SE, the risk bearing

adequacy. In addition, the Chief Risk Officer makesapacity of the company as well as the risk tolerance

sure that appropriate measures are taken, for of the Board of Management of Allianz Global

instance in cases where the reduction or avoidanc€ofporate & Specialty SE.

a risk position is required, and the CRO is responsible

for the continued development of the risk The quarterly risk report contains risk indicators with

management processes. specified fixed threshold values and is used by
management for the systematic control of the

As an independent risk control function, the Risk current risk profile. On the basis of this report the Risk

Management Department systematically monitors Committee decides on the implementation of risk

identified risks by means of qualitative and mitigation measures. After review by the Risk

guantitative risk analyses and evaluations and ens@@®mittee, the risk report is circulated to the Board

the regular or in case of need spontaneous of Management, senior management and Allianz SE.

reporting of essential risks to the Board of

Management and to Allianz SE. Risk categories and control measures

Headed by the Chief Financial Officer, the Allianz In its circular 3/2009, the German Federal Financial
Global Corporate & Specialty SE Risk Committee Supervisory Authority (Bundesanstalt f r

examines all relevant risks on a quarterly basis andrinanzdienstleistungsaufsicht - BaFin) set mandatory
agrees on measures for risk mitigation and the ~ minimum requirements for Risk Management in
continued development of our risk management Insurance Undertakings (MA Risk [VA]). For grouping
processes. The Chief Executive Officer, the Chief its risks, Allianz Global Corporate & Specialty SE uses
Financial Officer, the Chief Underwriting Officer internal categories which are comparable to those of
Corporate, the Chief Underwriting Officer SpecialtyMa Risk (VA) guidelines. In particular, we monitor
Allianz Risk Transfer, the Chief Operating Officer aand control:

well as the Chief Claims Officer who are members of

the Board of Management, are also members of the

Allianz Global Corporate & Specialty SE Risk

Committee, which ensures close cooperation and

interaction between risk control and the Board as a

whole. The Chief Risk Officer is a member of all of the

company s key committees: the Finance Committee,

the Loss Reserve Committee, the Underwriting

Committee as well as the Reinsurance Committee.

The risk management of Allianz Global Corporate &
Specialty SE is tied into the risk control system of
Allianz SE. Its binding guidelines are the Group Risk
Strategy and the Group Risk Policy set down by Allianz
SE as well as additional directives for risk
management and the modeling of internal risk capital
requirements. The controlling body for the risk
management of AGCS SE is the Group Risk unit of
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- Credit risks (including country risks) such as the Event losses, which can occur as part of the
counterparty risk arising from the insolvency or concentration risk, represent a special challenge for
liquidity shortages of reinsurers, policy holders, risk management. To control such risks and estimate
insurance brokers and security issuers, as well atheir potential impact, we use special modeling
reliability risks due to losses stemming from techniques based on probability. These involve the
debtors impaired creditworthiness.

- Operational risk: Risk that arises from inadequate or
failed internal processes and controls. It may be
caused by technology, employees, the organization
or by external influences and legal risks.

Other, non-quantifiable risks are monitored by
means of structured identification and evaluation
processes. These risks are:

- Strategic risk: Risk resulting from strategic business
decisions. This includes risks caused by business
decisions that are not adapted to a changed
economic environment.

- Reputational risk: The risk that arises from possible
damage to an undertaking s reputation as a
consequence of negative public perception.

Premium risks are controlled by means of
underwriting guidelines, among others. These
underwriting guidelines limit the insurance or liability
amount per contract. To take into account the
volatility of the different insurance lines, the
underwriting guidelines vary as a function of the
insurance line concerned. In addition, premiums are
based on specially developed rates, which make use
of current experience and actuarial methods.

In the risk model for premium risk we distinguish
between event risks, which are further subdivided
into natural catastrophes, terrorism, man-made
catastrophes and other losses. In the case of natural
catastrophes and terrorism, the internal model is
based on probabilistic models and reflects the
currently underwritten exposure of Allianz Global
Corporate & Specialty SE. For man-made and other
losses the model is bases on expected business
volumes and proprietary loss models. It takes into
account underwriting ceilings and the existing
reinsurance protection.
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Our investments are broadly diversified according toredit risks The issuers of our fixed-income
type of investment (shareholdings, stocks, fixed- investments are predominantly governments and
income securities), solvency and geographic locatitmanks. We have set limits with respect to minimum
A continuous risk analysis is performed by our rating classes and in view of concentration risks. Of
investment management. Allianz Global Corporate @ur total investments approximately 42 percent are
Specialty SE holds a well-diversified investment fixed-income investments with banks; of these, about
portfolio within clearly defined risk limits. In the 77 percent are secured as German or other covered
course of the year, the stock portfolio was built up bonds, while 19 percent are investments with sub-
continually. At the end of the year, the share of stocks/ereign issuers. Overall, the great majority of our
(based on market prices) amounted to 9.0 percent,fixed-income securities are issued in Germany or the
taking into account hedging provisions. By means @&uro zone.
various stress scenarios we regularly monitor the
sensitivity of the portfolio with respect to market  Fixed-income investments by rating class as of Decem
changes. ber 31, 2014, in million, including fund holdings at

fair value:
Market risks from derivatives are assessed and
controlled by means of up-to-date value-at-risk
calculations, stress tests and the setting of limits.

Due to the international orientation of the business of
Allianz Global Corporate & Specialty SE, large parts of
the reserves are constituted in foreign currencies.
Overall, the currencies of the insurance reserves
including unearned premiums amounts to
approximately 38 percent. Our primary exposures are
in USD (20 percent) and GBP (10 percent). Allianz
Global Corporate & Specialty SE actively controls the
currency risks resulting from this situation. This
process takes into account all balance sheet items Credit limits are centrally controlled by Allianz SE, and
subject to currency conversion. This includes the compliance with them is monitored by Allianz
provisions as well as all receivables and liabilities a@tbbal Corporate & Specialty SE.
investments in foreign currencies. In addition to using
foreign investments to hedge our currency exposur& cope with the continuing crisis of the financial
we also use FX derivatives within precisely definedmarkets which entails growing solvency risks,
limits to obtain an effective and timely minimizationparticularly for banks, additional risk management
of currency risks. Currency risks are controlled on thecesses were implemented:
basis of monthly data.

- Special surveillance of the exposure to financial
In fiscal 2014, the current premium and investment service providers, particularly banks.
income of Allianz Global Corporate & Specialty SE
exceeded claims payouts and expenses. To be able $pecific scenario calculations for the overall
cope with possible liquidity risks that might arise  portfolio.
nonetheless, a large part of our investments are in
highly liquid government bonds, and our insurance At the end of 2014, 1.4 percent (based on market
commitments are to the greatest extent backed by value) of our investments were in Italian and 0.2
funds with matching maturities. Constant percent in Spanish government bonds. Our holdings
surveillance is ensured through rolling wave plannimggovernment bonds from Greece, Ireland and
of short-, medium- and long-term liquidities and by Portugal were already completely divested in 2010.
continuous liquidity and cash flow analyses.
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For the quantification of the credit risk resulting fromeasures taken may involve a review of existing
reinsurance we use information on ceded reservesoperating procedures, improving failed or insufficient
compiled Group-wide. To control the credit risk witltontrols, setting up comprehensive security systems
respect to our reinsurance partners, we consider oalyd improving emergency plans.

companies that offer excellent collateral. At

December 31, 2014, approximately one fifth of ourOperational risks are controlled by a comprehensive
reserves were ceded to reinsurers within the Alliangystem of internal security measures and checks as
Group, and the rest to external reinsurers. The  well as a multitude of technical and organizational
solvency of our reinsurance exposure is tested at leassures. Among others, these include IT safety such
once a year; the most recent test was performed iras backup systems and firewalls, as well as internal
June 2014 as of December 31, 2013. It showed thabntrol systems (for example the four-eye principle).
71 percent of our reserves were ceded to reinsurerBhe independent Internal Audit regularly examines
that had been assigned at least an A rating by  our internal control processes. In particular, all
Standard & Poor s. Setting aside captives and pools,

which for the most part have no ratings of their own,

95 percent of the reserves were ceded to reinsurers

with at least an A rating. Since pools have no ratings

of their own, cessions are made only after a special

investigation has determined that the participating

reinsurers meet the Allianz-internal minimum

requirements for reinsurance partners and explicit

approval by a team of experts has been obtained. In

addition, letters of credit, deposits and other financial

measures to further minimize the credit risk may be

requested.

At December 31, 2014, total third-party receivables
with due dates exceeding 90 days amounted to
223.4 million (not including write-offs for
impairment). The average default rate for the past
three years was 1 percent.

Operational risks refer to losses which arise because
business processes, employees or systems are
inappropriate and entail unfavorable developments,
or because external events such as power failures or
flooding cause a business interruption. Also
considered in this respect are losses incurred through
employee fraud as well as losses stemming from law
suits.

We identify and evaluate possible operational risks by
means of a scenario-based structured self-
assessment. In addition, we analyze substantial
operating losses incurred. If high losses are incurred,
we analyze the causes with the objective of avoiding
or at least reducing such losses in the future. The
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Cautionary note regarding forward-looking statements

The statements contained herein may include prospects, statements of future expec
tations and other forward-looking statements that are based on management s
current views and assumptions and involve known and unknown risks and-uncertain
ties. Actual results, performance or events may differ materially from those expressed
or implied in such forward-looking statements. Such deviations may arise due to,
without limitation, (i) changes of the general economic conditions and competitive
situation, particularly in the Allianz Group s core business and core markets, (ii)
performance of financial markets (particularly market volatility, liquidity and credit

25



26

Allianz Global Corporate & Specialty SE Annual Report 2014



Allianz Global Corporate & Specialty SE Annual Report 2014

Financial Statements

28
30
32
36
41

44

47

27

Annual Financial
Statements

Balance sheet

Income statement

Notes to the financial statements
Supplementary information on assets

Supplementary information on equity and
liabilities

Supplementary information on the income
statement

Other information



28 Allianz Global Corporate & Specialty SE Annual Report 2014
Balance Sheet

Balance sheet as of December 31, 2014

12/31/2014 12/31/2014 12/31/2014  12/31/2013
thou thou thou thou
ASSETS
A Intangible assets
Licenses acquired against payment, industrial property rights and similar rights
and assets as well as licenses for such rights and assets 62,993 46,082
B Investments
| Real estate, real property and equivalent rights including buildings on land not
owned by AGCS 78,708 57,105
Il Investments in affiliated and associated enterprises 496,056 463,734
Il Other investments 6,656,727 6,714,937
IV Funds held by others under reinsurance business assumed 119,179 124,329
7,350,670 7,360,105
C Receivables
I Accounts receivable from direct insurance business
1 Policy holders 58,972 44,581
2 Insurance brokers 443,841 391,180
including from affiliated enterprises: thou 2,528 (653)
502,813 435,761
Il Accounts receivable on reinsurance business 490,432 492,086
including from affiliated enterprises: thou 175,614 (137,504)
Il Other receivables 235,362 249,458

including taxes of: thou 43,282 (27,844)
including from affiliated enterprises: thou 33,249 (50,691)

1,228,607
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12/31/2014 12/31/2014 12/31/2014  12/31/2013
thou thou thou thou
Equity and liabilities
A Shareholders‘ equity
| Capital stock 36,740 36,740
Il Additional paid-in capital 1,099,141 1,099,141
Il Appropriated retained earnings
other retained earnings 8,355 8,355
1,144,236 1,144,236
B Insurance reserves
I Unearned premiums
1 Gross 1,128,828 999,682
2 Less: amounts ceded 384,430 339,539
744,398 660,143
Il Reserve for loss and loss adjustment expenses
1 Gross 7,306,756 6,812,333
2 Less: share in reinsured insurance business 2,431,622 2,428,955
4,875,134 " 4,383,378
Il Claims equalization reserve and similar reserves 1,116,060 999,977
IV Other insurance reserves
1 Gross 35,412 36,264
2 Less: share in reinsured insurance business 3,099 4,257
32,313 32,007
6,767,905 6,075,505
C  Other accrued liabilities 175,967 166,248
D  Funds held under reinsurance business ceded 39,339 280,094
E  Other liabilities
I Accounts payable on direct insurance business to:
1 Policy holders 5,499 3,560
including residual term of up to one year: thou 5,499 (3,560)
2 Agents 66,322 50,247
including to affiliated enterprises: thou 12,427 (9,338)
including residual term of up to one year: thou 66,322 (50,247)
71,821 T 53807
Il Accounts payable on reinsurance business 332,280 253,889
including to affiliated enterprises: thou 52,592 (65,272)
including residual term of up to one year: thou 332,280 (253,889)
Il Miscellaneous liabilities 379,989 792,300
including from taxes: thou 32,191 (61,858)
including to affiliated enterprises: thou 159,121 (606,328)
including residual term of up to one year: thou 379,989 (792,300)
784,090 1,099,996
F  Deferred income 20,370 24,240

Total equity and liability

811D 2030 BDC BT/T12a52T11 1 TfO Tw /T
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Income statement
For the period from January 1 to December 31, 2014
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date is higher than the book value, they must be deferred tax asset on the temporary difference

written up again. The write-up is made either up tobetween the accounting valuation of assets, liabilities

amortized cost or to a lower long-term or market and deferred income / prepaid expenses and their

value. tax-based valuation, if these differences will result in
tax relief in the following years.

Funds held by others under reinsurance

business assumed Insurance reserves

In accordance with section 341c HGB these items Bieearned premiums

recorded at face value In the direct insurance business, unearned premiums
are predominantly determined according to the daily

Receivables and other assets calculation method. In engineering insurance,
unearned premiums are accrued as a function of the

These include the following: risk experience for each contract. Payments to agents

were deducted as non-transferable portions
a)accounts receivable on direct insurance businesaccording to tax guidelines. Flat rates were applied to
b) accounts receivable on reinsurance business a limited extent.
c) other receivables
d) cash with banks, checks and cash on hand For reinsurance business assumed, unearned
e) other assets premiums were determined on the basis of the
information provided by the ceding insurers. The
These are recorded at face value less repaymentsreinsurers share deducted from the gross unearned

For accounts receivable from direct insurance
business, general loss allowances are made to
account for the credit risk.

Other assets are carried at acquisition cost less
cumulated depreciation. Low-value assets worth up to

150 are written off immediately. A compound item
for tax purposes was formed in accordance with
section 6 (2 a) of the German Income Tax Act (EStG)
for assets from 150 to 1,000. This item is released
with profit-decreasing effect in the year of formation
and in the subsequent four years, by one fifth in each
year.

Plan assets

Securities to meet liabilities resulting from retirement
provision commitments are valued at fair value in
accordance with section 253 (1) HGB and offset
against the liabilities in accordance with section 246
(2) HGB.

Deferred tax assets

In accordance with section 274 HGB, the company
does not use its capitalization option to constitute a
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For loss adjustment expenses to be expected in
settling outstanding losses, reserves are constituted
in accordance with section 341g (1, 2) HGB.

Receivables from recourse, salvages and
apportionment agreements are recognized for the
amounts to which they could be expected to be
materialized.

Forreinsurance business accepted the reserves are
set up according to information provided by the
ceding insurers.

Forreinsurance ceded the reinsurers shares of the
reserves are calculated in accordance with the
reinsurance contracts.

Claims equalization reserve and reserves similar

to the claims equalization reserve

The claims equalization reserve and the reserves for
nuclear, pharmaceutical and terrorist risks are
calculated for the net retention portion according to
section 341 h HGB in conjunction with sections 29
and 30 of the Government Order on the External
Accounting Requirements of Insurance Enterprises
(RechVersV).

For the equalization reserve in the other insurance
line, Allianz Global Corporate & Specialty SE makes
use of the possibility of a further sub-division
according to the type of insurance.

Other insurance reserves
Direct insurance business:

Reserve for cancellations
The reserve for cancellations is determined on the

basis of the previous years experience.

Reserve for anticipated losses
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c) accounts payable on reinsurance business Provisions are valued at the settlement amount at the
d) liabilities to banks balance sheet date in accordance with section 253 (1
e) other liabilities and 2) and section 341e (1) HGB and converted with the

middle forex spot rate. Prepaid expenses and deferred
These liabilities are stated at the amounts payableincome are converted with the middle forex spot rate.
maturity.

The resulting exchange rate differences are recorded as
Approximation and simplification methods  income.

To the extent that calculations from ceding insurers dar on dividend distribution

not received in time for the fiscal year, the

corresponding amounts are estimated on the basis afhe amount barred from dividend distribution is

past experience, taking into account current determined according to section 268 (8) HGB and

developments. taken into account in the calculation of the profit to
be transferred in accordance with section 301 AktG.

Currency translation

Transactions are generally recorded in the original
currency and converted into Euro at the relevant daily
rate (middle forex spot rate) on the day of the
transaction.

Investments denominated in foreign currencies are
valued at the middle forex spot rate at the balance

sheet date. This is done by means of the acquisition cost
principle. For fixed asset investments the moderate
lower-value principle is used while for current asset
investments the strict lower-value principle is used.

As a result of this valuation method, currency gains and
losses are not separately determined and shown as
foreign exchange gains/losses in the other non-
technical result.

Instead, the net effect of both change of currency
exchange rates and value in original currency is
reflected in the impairments/reversals of impairments
and realized gains/losses calculated for these asset
classes and disclosed in the investment result.

All receivables and liabilities recorded in foreign
currencies are valued with the middle forex spot rate at
the balance sheet date. Exchange rate differences
resulting from this valuation of foreign currency
positions are recorded as income according to section
256a (1 and 2) HGB.
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Supplementary information on assets

Change of assets A., B.I. through B.lIl in fiscal year 2014

Balance sheet value 12/31/2013

thou %

A Intangible assets

Licenses acquired against payment, industrial property rightsand similar rights and assets

as well as licenses for such rights and assets 46,082
B.I Real estate, real property and equivalent rights includining buildings on land not owned by AGSC 57,105 0.8
B.Il Investments in affiliated and associated enterprises

1 Shares in affiliated and associated enterprises 371,094 5.1

2 Loans to affiliated enterprises 89,670 1.2

Subtotal B.I 2,970

Intangible assets (Assets A.)

This balance sheet position essentially comprises the
acquisition cost of the insurance portfolios acquired
within the Group, less scheduled depreciation and
capitalized own and third-party expenses for the
system integration of purchased software.

Investments in affiliated and associated
enterprises (Assets B.Il.)

Shares in affiliated and associated enterprises were
composed as follows in fiscal 2014:
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Additions Disposals Revaluation Depreciation Net change Balance sheet value 12/31/2014
5059 647.7777 Tm (%Tc 6.30 Tf6.3006.T1_1IsTj ET EMC /Artifas66 0 9reWnBT000m55.276 01SQq 100 1 314.6457 548.276 01t285cm 00 m56.693012 S Q qOTf0 Tw 7 0 0 7 395.0305 656.0303 Tn
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List of participations in accordance with section 285 (11) HGB

Name and location

Interest in
%

Equity in

Net income in
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The following valuation methods were used to
determine fair values:

The fair value of land and buildings is valued at
September 30 of the fiscal year, using the discounted
cash flow method.

39
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Bar on dividend distribution For the valuation units formed, a micro-hedge
approach is used to completely exclude price

The amount barred from dividend distribution fluctuation risks stemming from market price
according to section 268 (8) HGB in connection witfluctuations.

section 301 AktG amounts to 424 (359) thou and

exclusively concerns the valuation of plan assets afffa@ prospective and retrospective effectiveness of the
value according to section 246 (2) HGB. The amouwmgluation units for the equity-based remunerations
barred from dividend distribution is completely plans which will expire at the latest in 2017 is

covered by unappropriated reserves and is thus  determined by means of the critical term match
transferred in full. method.

Valuation units At the balance sheet date, the underlying
transactions, which consist of benefits to be provided
Option rights and equity swaps acquired for hedgingt a future date, amounted to a total of 47,879 thou.
Allianz Equity Incentive plans are combined with th¥aluation units are accounted for by means of the
corresponding underlying transactions in valuation freezing method.

units if they are linked by a direct hedging

relationship. The underlying transactions are recorded

under other reserves while the hedging transactions

are recorded under miscellaneous assets.

Nominal values and fair values of open derivatives positions
Share option trades

Class Number Fair value Valuation method  Significant assumptions Reported in Book value
item
Allianz Long Call 82,823 1,596,827 Binominal Model Discount rate 0% Assets DI 1,144,889
117,38 Volatility 28,6 % Miscellané
March 2015 Dividend yield 0% ous Assets
(Hedge-Sar 2008) Share price 137,35
Cap 293,45
Allianz Long Call 4,861 378,817 Binominal Model Discount rate 0% Assets DI 99,601
51,95 Volatility 38,4 % Miscellané
March 2016 Dividend yield 5% ous Assets
(Hedge-Sar 2009) Share price 137,35
Cap 129,88
Allianz Long Call 61,575 3,078,134 s

87,36
March 2017
(Hedge-Sar 2010)
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Su pplementary information on These shares can be transferred only with the
equity and liabilities company s consent.

Allianz SE is the sole shareholder of Allianz Global
Shareholders’ equity (Equity and Liabilities A.l.) Corporate & Specialty SE.

At December 31, 2014, the issued capital of 36,740
thou is divided into 36,740,661 fully-paid in registered

shares.
12/31/2014  12/31/2013
Other accrued liabilities % %
(Equity and Liabilities C.) Discount rate - 4.50 4.90
Rate of assumed pension increase 1.70 1.90
Rate of assumed salary increase (incl.
Pension reserves and similar commitments average career trend) 3.25 3.25

Allianz Global Corporate & Specialty SE has made

pension commitments for which pension reservedn derogation of the above, the contribution-based
are constituted. A part of these pension reservespgnsion plan is calculated with the guaranteed
secured by a Contractual Trust Arrangement

(Methusalem Trust e.V.). These trust assets

constitute offsettable plan assets, with the asset

value/market value being used as the fair value. The

settlement amount is calculated on the basis of the

projected unit credit method and/or stated as the

present value of the entitlement acquired
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contractual age or the legal age according to the RV-
Altersgrenzenanpassungsgesetz 2007.

In fiscal 2014, reserves in the amount of 771 (3,019)
thou were constituted for pension reserves and
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209,876

Gross premiums incurred for direct insurance business according to area of origin

Germany EU Other countries
2014 2013 2014 2013 2014 2013
thou thou thou thou thou thou
Personal accident 5,509 6,139 2,797 2,860 3,534 2,439
3rd party liability 317,853 306,102 372,383 335,547 67,356 61,705
Automotive liability 9 18 9,494 9,276
Other automotive 8 85 12,818 12,270
Fire and property 191,695 194,825 268,509 279,573 47,811 40,593
including:
Fire insurance 76,066 80,574 98,877 116,993 31,853 26,900
Other property insurance 115,629 114,252 169,632 162,580 15,958 13,693
Transport and aviation insurance 210,534 202,043 296,184 310,691 70,832 69,805
Other insurance 49,208 51,680 48,775 55,453 13,268 13,789
Total 774,798 760,686 988,648 984,124 225115 209,876
Allocated interest return - net (income Run-off

Statement 1.2.)

The run-off in direct insurance amounted to
Allocated interest return is calculated and transferreldt6,923 (114,960) thou net; in business assumed it
from the non-underwriting section to the was 293,761 (94,356) thou.
underwriting section in accordance with section 38
RechVersV.
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nderwriting expenses - net (Income

tatement 1.6.)

45

Commissions and other remuneration for

insurance agents, payroll costs

2014 2013 2014 2013
thou thou thou thou
Gross expenditure for insurance a Commission of any kind for insurance
business 763,355 707,941 or Y Kin
L ived — d brofi agents within the meaning of clause
ess: received provisions and profit 92 HGB for direct insurance business
sharing from reinsurance ceded 147,988 163,508 199,696 182,515
b Other remuneration of insurance
otal 615,367 544,433 agents within the meaning of section 10 14
92 HGB
¢ Wages and salaries 244,154 221,070
) _ ) Social security contributions and
f the gross expenditures for insurance business,  other social contributions 41,209 38,500
05,077 (664,172) thou are attributable to closing & Pension costs 23,282 22,883
xpenses and 58,278 (43,769) thou to
Total 508,351 464,982

dminstrative expenses.
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Investment income (Income Statement 11.1.)
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Extraordinary result (income Statement 11.10.)  company reimburses expenses while Allianz SE has
assumed responsibility for settlement. For this reason,

The extraordinary result includes the full recognitiothese pension commitments are recorded in the

of all outstanding instalments resulting from the  financial statements of Allianz SE and not those of

initial application of the German Accounting Law Allianz Global Corporate & Specialty SE. Allianz Global

Modernization Act (BilMoG), which in 2014 were Corporate & Specialty SE s joint and several liability

recognized as extraordinary expenses in the amouinom these pension commitments and the

of 7,059 thou. corresponding liability matched by rights of relief
against Allianz SE amount to:

Income taxes (Income Statement 11.11.)

12/31/2014 12/31/2013
thou thou

The higher income taxes for Allianz Global Corporate
& Specialty SE of 145,674 thou compared to Settlement amount of the offset liabilities 58,590 54,836
103,092 thou in the prior year are essentially due #@ovision amount that has not yet been

higher taxable income in Germany and in the Frendffodnized (article 67 (2) EGHGE) 7059
branch office. Joint liability and/or rights of relief against
Allianz SE

58,590 47,777

Other information Changes in the financing of the Pensions-
Sicherungs-Verein VVaG pension fund in 2006
Contingent liabilities from company As a result of changes in the financing of the
pension commitments and similar Pensions-Sicherungs-Verein VVaG pension fund in
commitments 2006 there is a joint and several liability of 83 (93)
thou, which is not shown in the company s balance
Pension commitments sheet because this liability is matched by rights of

Guarantee obligations exist within the framework ofelief for the same amount against Allianz SE.
pension plans. The basis for the pension plans of the

employees of Allianz Group companies is generallother obligations

the membership in the Allianz Versorgungskasse

VVaG (AVK), which, as a legally independent pensidrthe balance sheet date (12/31/2014), liens on
fund, is subject to the supervision of the German capital investments in the amount of 0 (493,879)
Federal Financial Supervisory Authority thou were granted in connection with group-internal
(Bundesanstalt f r Finanzdienstleitungsaufsicht). Tleessions. Liens in the amount of 0 (480,894) thou
benefits provided by AVK are financed according tavere granted to affiliated enterprises. 331,112

the lump-sum contribution system under which the(256,951) thou were deposited in trust accounts,
member companies make payments to the fund including 314,090 (240,630) thou in favor of
based on salary conversion. In addition to Allianz Sfjliated enterprises. These contingent liabilities will
the member companies include Allianz Deutschlandnly be claimed if Allianz Global Corporate &

AG, Allianz Versicherungs-AG, Allianz Specialty SE is unable to fulfill its obligations from the
Lebensversicherungs-AG and, among others, Alliargnsurance business. In view of the solid
Global Corporate & Specialty SE. capitalization and the adequate reserves of Allianz

Global Corporate & Specialty SE the risk of such a
Allianz Global Corporate & Specialty SE has a legalaim is considered to be very low. Other liabilities
obligation to make employer contributions and to from loans amount to 5,957 (0) thou.
cover the administrative costs of AVK on a pro-rated
basis if required. The member companies also make
contributions to the Allianz Pensionsverein e.V. (APV),
an insurance-backed Group support fund. In addition,
Allianz SE has assumed joint and several liability for
part of the company s pension commitments. The



Allianz Global Corporate & Specialty SE Annual Report 2014
Notes to the Financial Statements

Remuneration of the Board of Manage-
ment and the Supervisory Board

The total remuneration of the Board of Management
amounted to 10,106 thou in the reporting year.

Pension reserves for former members of the Board of
Management and their surviving dependents were as

follows:
12/31/2014  12/31/2013
thou thou
Historical costs of the offset assets 3,964 4,217
Fair value of the offset assets 3,964 4,217

Settlement amount of the offset liabili.0789 544.8177 Tm (4,217)TJE7 007 /T1_DC /T1_D563.5346 ean <10 Tw 7 0s 90 0 7 19.i 98fmeeSpau | S
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Auditor’s Report

We have audited the annual financial statements, annual financial statements comply with the legal
comprising the balance sheet, the income statemergquirements and supplementary provisions of the
and the notes to the financial statements, togetherarticles of incorporation and give a true and fair view
with the bookkeeping system, and the managemerdf the net assets, financial position and results of
report of the Allianz Global Corporate & Specialty $Rerations of the Company in accordance with
Munich, for the business year from January 1 to [German)] principles of proper accounting. The
December 31, 2014. The maintenance of the bookenanagement report is consistent with the annual
and records and the preparation of the annual financial statements and as a whole provides a
financial statements and management report in  suitable view of the Company s position and suitably
accordance with German commercial law and presents the opportunities and risks of future
supplementary provisions of the articles of development.
incorporation are the responsibility of the Company s
management. Our responsibility is to express an
opinion on the annual financial statements, togethéviunich, March 20, 2015
with the bookkeeping system, and the management
report based on our audit. KPMG AG
Wirtschaftspr fungsgesellschaft
We conducted our audit of the annual financial
statements in accordance with § 317 HGB
[ Handelsgesetzbuch : German Commercial CodeZeitler Dielehner
and German generally accepted standards for the Wirtschaftspr fer Wirtschaftspr fer
audit of financial statements promulgated by the (Independent Auditor)  (Independent Auditor)
Institut der Wirtschaftspr fer [Institute of Public
Auditors in Germany] (IDW). Those standards require
that we plan and perform the audit such that
misstatements materially affecting the presentation
of the net assets, financial position and results of
operations in the annual financial statements in
accordance with [German] principles of proper
accounting and in the management report are
detected with reasonable assurance. Knowledge of
the business activities and the economic and legal
environment of the Company and expectations as to
possible misstatements are taken into account in the
determination of audit procedures. The effectiveness
of the accounting-related internal control system and
the evidence supporting the disclosures in the books
and records, the annual financial statements and the
management report are examined primarily on a test
basis within the framework of the audit. The audit
includes assessing the accounting principles used and
significant estimates made by management, as well
as evaluating the overall presentation of the annual
financial statements and management report. We
believe that our audit provides a reasonable basis for
our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the
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INSURANCE LINES COVERED Business interruption insurance

Fire business interruption, technical business
Direct insurance business: interruption, other business interruption
General personal accident insurance Aviation and aerospace liability insurance

Test persons, aviation personal accident, automobiesiation liability, aerospace liability
personal accident

Other property and casualty insurance
3rd party liability Other property damage (including nuclear plant
Private liability, public and professional liability,  property), other economic loss (including machine
environmental liability, financial loss liability, radiatigmarantee, loss of license, check cards), as well as
and nuclear liability, neighbor s liability fire, liabilityother combined insurance (including dynamic
for terrestrial vehicles without mandatory coverageproperty insurance), other types of other property

other liability insurance and casualty insurance

Automobile insurance Reinsurance business assumed:
Automobile third party liability insurance, other

automobile insurance General personal accident insurance
Aviation insurance 3rd party liability

Comprehensive aircraft insurance, comprehensive

spacecraft insurance Automobile insurance

Fire insurance Aviation insurance

Industrial fire, other fire

Fire and property
Burglary, theft and robbery insurance

Burglary, theft and robbery insurance
Water damage insurance

Water damage insurance
Glass insurance

Glass insurance
Storm insurance

Storm insurance
Homeowners insurance

Engineering insurance

Plant and equipment, electronic equipment, erection
all risks, contractor s all risks, other engineering
insurance

Marine insurance

Hull (including hulls of sea-going, inland waterway
and river-going vessels, building risk), goods in
transit, valuables (commercial), film property, liability
in traffic cases, risk of war, other transport

Extended-Coverage (EC) insurance, insurance of
additional risks in conjunction with fire or fire
business interruption insurance
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Advisory council
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