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Foreword

The environment for the insurance industry remains
challenging. Intensified competition and high cost
pressure are driving accelerated consolidation;
disruptive innovation and changes in client demand
are threatening incumbent business models. Beyond
market conditions, the current accumulation of
economic and political risks around plunging oil
prices, slowing growth in China and increasing
political uncertainty is creating a world of volatility
and complexity for both insurers and their corporate
clients.

In this challenging environment Allianz Global
Corporate & Specialty (AGCS) managed to sustain
its solid performance and growth in 2015. AGCS
generated a premium income of 8.1 billion,
exceeding the previous year by 2.7 billion. This
extraordinary development is largely driven by the
integration of Fireman’s Fund Insurance Company
(FFIC) into AGCS and by positive foreign exchange
impact, but also by new business wins of about 200
million. This positive top line development translated
into a growth of Net Premiums Earned of 1.9 billion.

2015’s combined ratio of 102.9 percent was impacted
by the negative run-off effects from prior year
underwriting, mainly related to reserve strengthening
of parts of the legacy FFIC business, despite a solid
performance from the active business which
continues to demonstrate the value of a globally
diversified portfolio. Supported by increased
investment income from the combined asset base
of AGCS and FFIC, and taking into account one-off
effects such as the gain on sale of FFIC’s Personal
Insurance business and restructuring expenses,
operating profit for 2015 totaled 423 million (2014:
506 million).

For AGCS, 2015 was a year of implementation and
realization of strategic initiatives which were started
in the previous year. First of all, we have been
successfully driving forward the integration of FFIC
into AGCS. This has enabled us to harness
opportunities from the combined business, such

as a stronger market presence under one

brand in the key US market and the benefits from
extended distribution networks and resource
synergies. Building on the combined expertise of FFIC
and AGCS we have launched several new lines of
business in the US such as Financial Lines,
Transportation & Logistics, and Motorsports as a new
segment within Entertainment, as well as expanding
our US Liability business. Furthermore, using ex-FFIC
expertise, we are now able to expand our global
product range, offering coverages such as
Entertainment or Farm & Ranch in an increasing
number of countries. Beyond the North American
market, Europe and Asia in particular have been
strongly contributing to the overall growth and
profitability of AGCS.

On the product side, demand for our crisis
management cover is increasing, reflecting the rise
of geo-political tensions and political violence that
threaten our clients’ assets and staff. This new
offering, which combines product recall, terrorism
cover and solutions for hostile environments, has
been established in many European and Asian
markets in the past year and will be extended to the
US, Canada, Benelux, Nordics and Australia in 2016.
Cyber insurance is also growing quickly and
developing into a core element of corporate
strategies to counter cyber risk. We aim to be one

of the market leaders in this new segment in Europe
and will also enter the more mature US market for
cyber insurance. For another year, we have also seen
solid growth in International Insurance Solutions.
The number of such global insurance programs
managed by AGCS increased by 10 percent to 2,500,
with more than 16,000 local policies recorded.
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In 2016, the tenth year since our foundation, our extraordinary contribution in building and expanding
global business model and organization are well- AGCS in the past ten years. | am sure that the next
proven and mature, allowing us to continue to focus  decade of our joint journey will be equally as

on profitable growth globally. We will explore new challenging and exciting, but trust that the expertise
options to optimize capital while maintaining the and commitment of our staff will be leveraged in a
financial strength required to sustainably run our new culture built on communication, collaboration
business under the new Solvency Il regime. We are and empowerment, enabling our company to reach
also constantly monitoring the quality of our new levels.

portfolio to identify new, attractive business
opportunities or markets. In parallel, we continue
to invest significantly in business processes and
systems, to maximize efficiency and service delivery.  ChrisfFischer Hirs,

CEO/Allianz Global Corporate & Specialty SE

AGCS also intends to play a leading role in the new
strategic direction for Allianz Group, which is now led
by Oliver Béte as CEO. Implementing the priorities of
Allianz Group’s ‘Renewal Agenda’, AGCS has
designed a customer experience measurement
program to bring the customer to the heart of what
we do, and drive business value. A new performance
management framework aims to empower
leadership, incentivize collaboration and simplify
processes. Digitalization, another key area of the
Renewal Agenda, is quickly transforming many
dimensions of our business as well. Big data analytics
are adopted in claims and risk assessment and the
new portal myAGCS.com provides clients and
brokers with secure online access to key insurance
data.

AGCS has been a consistent success story for the first
ten years of its existence. We now aim to build the
foundation for sustainable success and further
growth in the coming decade. It is our staff who are
at the source of this success. On behalf of the AGCS
Board of Management, | extend our very sincere
thanks to each and every one of our people for their
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Gross premium written in MidCorp amounted to
114.8 million, including premium for new inward
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Report of the Supervisory Board

Dear Sir or Madam,

We continuously monitored the Board of
Management’s conduct of business on the basis of
regular reports and we informed ourselves about the
state of affairs in several meetings. We have examined
the Annual Financial Statements and the Management
Report and we concur with the findings of KPMG AG
Wirtschaftspriifungsgesellschaft, Munich, which
issued an unqualified auditor’s certificate for the
Annual Financial Statements for fiscal 2015 and the
Management Report presented to it. In its meeting on
4 April 2016, the Supervisory Board approved the
Annual Financial Statements prepared by the Board of
Management, which are hereby confirmed.

Based on the results of his examination, the
responsible actuary granted unqualified actuarial
certification as provided for by section 11 e in
conjunction with section 11 a 3 (2) of the German
Insurance Supervision Law (VAG)(old version).

Munich, 4 April 2016
For the Supervisory Board:

Tless

Dr. Axel Theis
Chairman
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Management report

The strength of the business model of Allianz Global Corporate & Specialty SE, which is the
worldwide underwriting of international industrial insurance as well as aviation and marine
risks, was proven once again in 2015. In a continuing difficult market context, the company
succeeded in ending the year with a new record profit.

Gross premiums written as well as net premiums earned were substantially higher than in
the previous year. At the same time, claims expenses increased due to the growing business
volume, but also as a result of higher losses from natural catastrophes (not taking into
account the new net quota share reinsurance agreement concluded in the fiscal year).

This increase could not be compensated by a decline of claims expenses for major losses.

The significant increase of the investment income is primarily attributable to higher dividend
distributions from investment funds. In a context of persistently low re-investment interest
rates, our investments continue to have high valuation reserves.

Allianz Global Corporate & Specialty SE ended the year 2015 with a profit transfer of 686
million to Allianz SE. Since the founding of the company in 2006, a total of almost 3 billion
has thus been transferred to Allianz SE.

Net quota share reinsurance
agreement with Allianz SE

For the underwriting reserves covered by the
agreement, Allianz SE constituted a cash deposit that is
managed by Allianz Global Corporate & Specialty SE.

Effective 1 January 2015 the company concluded a
guota share reinsurance agreement with Allianz SE,
Munich. This agreement provides for the cession of
100 percent of the business of the German head office
after preceding facultative and obligatory reinsurance.
On 1 January 2015 Allianz SE entered into the premium
portfolio of the contracts concluded in or before 2014
whose cover extends beyond 31 December 2014

(' 211.4 million) as well as the portfolio of the loss
reserves constituted in or before 2014 ( 1.98 billion).

The agreement reduces the net earned premiums of
Allianz Global Corporate & Specialty SEby 1.02 billion
and net claims incurred by  767.7 million. Due to the
implicit decrease of underwriting risks, the claims
equalization reserve is reduced by  369.9 million.

Because of this agreement, the fiscal year figures for
own account presented below are comparable to the
prior year figures to a limited extent only.
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Development overview

The business of Allianz Global Corporate & Specialty
SE includes the national and International Corporate
Business, as well as the specialty insurance lines
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in the direct insurance business increased in the
reporting year by  100.5 million from  1.99 billion
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Premium income in Marine and Aviation Insurance
increased to  585.8 (577.5) million in the reporting
year. In Marine insurance, gross premium income
remained nearly at the prior year level of 325.2
(324.3) million. Due to higher gross claims expenses
of 275.9 (192.3) million, which resulted in particular
from higher fiscal year losses, the gross loss ratio rose
to 84.5 (58.7) percent. Overall, this insurance line
reported an underwriting loss of  29.2 (loss of 23.6)
million after a withdrawal of 29.1 (allocation of
29.1) million from the equalization reserve and
similar reserves.
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million, which was essentially attributable to fiscal year
losses. After a withdrawal of  87.7 (withdrawal of 32.2)
million from the claims equalization reserve and similar
reserves, an underwriting profit of  95.5 (profit of 59.9)
million was reported.

In Aviation Insurance, gross premium income
amounted to  206.6 (195.1) million. Due to low fiscal
year losses, gross claims expenses decreased by  108.6
millionto 80.1 (188.7) million, which brought down
the loss ratio to 38.3 (94.8) percent. After a withdrawal
of 30.3 (allocation of 8.3) million from the
equalization reserve and similar reserves, an
underwriting profit of 72.1 (loss of 6.7) million was
posted.

Overall, the insurance branch group reported an
underwriting profitof 167.6 (profit of 53.2) million,
after awithdrawal of 117.9 (withdrawal of 23.9)
million from the equalization reserve and similar
reserves.

Gross premiums written in Other Insurance fell below
the prior year level to  102.1 (121.5) million. Due to the
decrease of gross claims expenses by  133.5 million to

6.2 (139.7) million, the loss ratio dropped to 6.3
(116.5) percent. This decrease is essentially due to
lower claims in business interruption insurance, which
fellby 143.6 million in the fiscal year. Overall, the
branch group closed the year with an underwriting
profitof 46.3 (loss of 38.0) million.

Reinsurance business ceded

In addition to the abovementioned new quota share
agreement with Allianz SE for the business of the
German head office, the company once again ceded
its insurance business in part to various Group
companies and in part to external reinsurers. In
keeping with the reinsurance strategy pursued in the
previous years, non-proportional reinsurance
contracts in the form of a global coverage program
were concluded with a number of reinsurers. At the
same time, a growing number of proportional
reinsurance contracts were concluded, particularly in
Aviation and Energy. Reinsurance ceded selectively
covers maximum risks and natural disasters in most
insurance lines though non-proportional contracts.

The largest part of the business ceded to other Group
companies is assumed by Allianz SE, Munich, while
Swiss Re AG in Zurich is the company’s leading

15

external reinsurer. Premiums ceded to reinsurers
increased by a total of 1.51 billionto 2.98 (1.47)
billion. With respect to premiums written, the
retention ratio decreased from 59 percent to 26.7
percent. Assumed reinsurance posted a result of

595.0 (496.2) million from the perspective of the
reinsurers.

Supplementary information to the
Management Report

The various insurance lines and types offered are
presented in detail on page 53.

Investment strategy

Allianz Global Corporate & Specialty SE continued its
safety-oriented investment strategy in 2015.The
company’s objective is to generate as high a return
as possible while limiting the risk. By spreading
investments over many different investment
segments and currencies, it was possible to cushion
the effects of historically low interest rates this year
as well.

Due to the company'’s financial obligations from the
insurance business, by far greatest part of its portfolio
is invested in fixed-interest securities. The average
maturity of the fixed-interest investments increased
slightly in the course of the reporting year.

Fixed-income investments are concentrated on
mortgage bonds and international government
bonds as well as bonds from sub-sovereign issuers.
For mortgage bonds, the focus is on German
mortgage bonds as well as mortgage bonds from
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the portfolio was invested in government bonds in
Singapore and Hong Kong to cover liabilities of the
local branch offices. New investments in the area of
direct loans amounted to 105 million. Real estate
investments increased by 75 million net. At the end
of fiscal 2015, the share of stocks in the portfolio was
8.3 percent (based on market value). Most stock
investments are hedged with put options for an
average strike level of 80 percent of current market
values.

The risk situation with respect to the capital base as
well as the coverage of the financial obligations with
qualified investments is assessed from two
perspectives: external and regulatory requirements
on the one hand and internal risk capital
requirements on the other. For both areas, stress test
models as well as an early warning system and a risk
capital model are used. These tests are performed on
an ongoing basis and the company’s investments
passed all of them without exception in the reporting
year.

The percentage of investments held in foreign
currencies as matching cover for underwriting
liabilities came to 80.7 percent in US Dollar and to
93.2 percent in British Pounds. Investments in
Singapore dollars were increased slightly. In the
course of the year, the value of all major currencies
increased with respect to the Euro.

Development of investments

The book value of the investments of Allianz Global
Corporate & Specialty SE increased to  7,973.9
(7,350.7) million in the reporting year.

Investments in associated enterprises and
participations rose to  543.5 (496.1) million.

The book value of directly held real estate remained
nearly unchanged at  77.3 (78.7) million.

The book value of stocks, shares or investment
certificates and other variable-income securities
amounted to  3,446.7 (3,207.0) million at the end
of the year.

The book value of bearer bonds increased to  2,668.5
(2,416.7) million. In addition, mortgage loans of

21.8 (0) million resulted in a new item, while other
loans also increased to  1,022.0 (981.6) million.

Bank deposits increased to  97.5 (51.4) million in the
course of the year, while funds held by others
decreased slightly to  96.6 (119.2) million at the end
of the year.

Investment income

Current income from investments was up from the
prior year and amounted to  450.2 (231.1) million.
The increase is essentially due to higher income from
funds.

The disposal of investments produced income of

133.3 (65.5) million and losses of  12.4 (2.6)
million. The gains were for the most part generated
from the sale of bearer bonds and fixed-income
investments.

Gains from write-ups in 2015 amountedto 0.2
(27.8) million.

Depreciation of investments in the reporting year
amountedto  36.0 (5.3) million, of which  33.9
million were attributable to write-downs on bearer
bonds.

Investment management and interest expenses came
to 12.2(9.9) million.

Due to the effects stated above, total investment
income of 523.0 (306.8) million was clearly above
the prior-year figure.

Valuation reserves on investments increased to a total
of 1,856.9 (1,463.0) million. The valuation reserves
include undisclosed assets of 1,863.0 (1,467.9)
million and undisclosed liabilities of 6.1 (4.9) million.
The valuation reserves on investments in associated
enterprises and participations increased to  1,111.3on.

dservdcmount.
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Information Technology

Computing center services as well as printing and IT
services are provided to Allianz Global Corporate &
Specialty SE by Allianz Managed Operations & Services
SE, Munich.

Employees

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

Essential for the company is a performance-oriented
corporate culture based on fairness and trust.

Allianz Global Corporate & Specialty SE relies on
management by objective and performance-based
remuneration. By combining company objectives
with individual annual objectives, all employees and
managers take direct responsibility for the
contribution they make to the success of the
company.

The continued training and development of the
employees remained at the center of the company’s
efforts in 2015. In the past year, career development
paths were implemented in all activities. These paths
systematically outline the development possibilities
from the different positions within the company.

Another strategic focus in the HR area is the subject
of “wellbeing”, i.e. the creation of a working
environment that favors the balance between private
and work life. In numerous workshops designed to
strengthen resilience, managers and employees were
made aware of the mindful use of their personal
resources.

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
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Facts and figures

31.12.2015 31.12.2014
Employees! 2521 2448
of which full-time staff 2470 2407
of which other employees
(temps and interns) 51 41
Share of women % 47 47
Share of men % 53 53
Share of full-time staff % 86 86
Share of part-time staff % 14 14
Age (average in years) 428 427
Time with the Group
(average in years) 12.0 119

1 including dormant employee contracts

Thanks to our employees

The Board of Management would like to take this
opportunity to thank all employees for their
extraordinary personal commitment in the past year.
In addition, we thank those employees who are
members of the employee representative bodies for
their constructive and fruitful cooperation.

Statement on Corporate
Management pursuant to section
289a (4) in conjunction with
(2,n0.4) HGB

To implement the German Act on Equal Participation
of Women and Men in Executive Positions in the
Private and the Public Sector, Allianz Global Corporate
& Specialty SE has set the following objectives for

the proportion of women. The deadline for achieving
all of these objectives has been set uniformly at

30 June 2017.

— The objective for the proportion of women on the
Supervisory Board is 30 percent (actual proportion
at 31 December 2015: 50 percent).

— The objective for the proportion of women on the
Board of Management is 22 percent (actual
proportion at 31 December 2015: 22 percent).
Since the law does not allow the implementation
period to go beyond 30 June 2017 and since no
immediate changes can be expected, the objective
is based on the status quo.
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— The objective for the proportion of women on the
first management level below the Board of
Management is 20 percent (actual proportion
at 31 December 2015: 14 percent).

— The objective for the proportion of women on the
second management level below the Board of
Management is 20 percent (actual proportion
at 31 December 2015: 21 percent). This means that
the proportion of women has been increased since
the time the targets were decided and already
meets them at present.

The primary concern of Allianz Global Corporate &
Specialty SE in this respect is not just meeting
statutory requirements. The company can be
successful only if it provides equal career
opportunities to women and promotes women to
leadership positions based on their performance.
Allianz Global Corporate & Specialty SE made a
commitment to promoting diversity within the
company early on. It has been working on putting a
corresponding framework in place, adjusting HR
processes and implementing targeted measures.
Besides measures to allow employees to strike a
better balance between work and family life, these
schemes range from a global talent management
initiative featuring sponsorship and mentoring
programs to training sessions on ,,unconscious bias".

Risk Report

Assuming and managing risk is part of the business
model of Allianz Global Corporate & Specialty SE.
Well-developed risk awareness and the careful
weighing of opportunities and risks are therefore an
integral part of the company’s business processes.
The key elements of the risk management of Allianz
Global Corporate & Specialty SE are:

— Astrong risk management culture, promoted by a
solid risk organization and effective risk
governance.

— Comprehensive risk capital calculations with the
objective of protecting the capital base and
supporting effective capital management.

— The integration of capital needs and risk
considerations into the decision-making and
management process.
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This comprehensive approach makes sure that risks
are adequately identified, analyzed and evaluated.
The risk propensity is described in the risk strategy
and made operational by the limit system contained
therein. In addition, further limits are substantiated
and detailed in specific standards and directives. Strict
risk control and the corresponding reports ensure the
early detection of any possible deviations from the
risk tolerance.

Risk organization

The responsibility for risk management within the
Board of Management lies with the Chief Financial
Officer (CFO). The Chief Risk Officer (CRO), who is
reporting to the CFO, monitors the risks assumed and
regularly informs the Board of Management of
Allianz Global Corporate & Specialty SE about risk-
relevant developments, the current risk profile and
capital adequacy. In addition, the CRO makes sure
that appropriate measures are taken, for instance in
cases where the reduction or avoidance of a risk
position is required, and the CRO is responsible for
the continued development of the risk management
processes.

As an independent risk control function, the Risk
Management Department systematically monitors
identified risks by means of qualitative and
quantitative risk analyses and evaluations and
ensures the regular or —in case of need —
spontaneous reporting of essential risks to the Board
of Management and to Allianz SE.

Headed by the Chief Financial Officer, the Allianz
Global Corporate & Specialty SE Risk Committee
examines all relevant risks on a quarterly basis and
agrees on measures for risk mitigation and the
continued development of the risk management
processes. The Chief Executive Officer, the Chief
Financial Officer, the Chief Underwriting Officer
Corporate, the Chief Underwriting Officer Specialty &
Allianz Risk Transfer, the Chief Operating Officer and
the Chief Claims Officer as well as the Chief Regions
and Market Officer Region 1 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 and 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

processes.
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Credit limits are centrally controlled by Allianz SE, and
the compliance with them is monitored by Allianz
Global Corporate & Specialty SE. Allianz Global
Corporate & Specialty SE assigns credit limits on the
basis of the economic capital, taking into account the
risk bearing capacity.

If necessary, Allianz Global Corporate & Specialty SE
assigns more restrictive credit limits, taking into
account the own risk bearing capacity on the basis of
eligible capital in the market value balance sheet.

At the end of 2015, 1.8 percent (based on market value)

of the investments of Allianz Global Corporate &
Specialty SE were in Italian and 0.7 percent in Spanish
government bonds. Holdings in government bonds

23
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The risk management function of Allianz Global
Corporate & Specialty SE establishes quarterly reports
about the main risks of the company and its coverage
ratio. These reports also cover the solvency of all
subsidiaries and branch offices for which separate
target ratios were defined in the risk strategy. In
addition, at least once a year an ORSA report is
established, which evaluates the company’s own risk
and solvability situation. All reports are discussed with
the Board of Management and subsequently
submitted to the Supervisory Council and the
supervisory authority BaFin.

In planning the future development of the company,
Allianz Global Corporate & Specialty SE takes into
account a three-year time horizon.

Outlook

Premium growth of approximately 13 percent in
2015 substantially exceeded prior year forecasts and
was essentially driven by positive currency effects. In
addition, the Captive and Fronting business continued
to grow, particularly at Allianz Risk Transfer AG in
Switzerland. New business in Financial Lines
increased most of all in the London branch office.

The growth of reinsurance assumed in the US is due
to the integration of Allianz SE's US subsidiary,
Fireman’s Fund Insurance Company, in 2015.

It is expected that premium development in the
coming years will continue to be impacted by
continually growing competition as more and more
primary and reinsurers will expand into the industrial
insurance market to counteract diminishing growth
chances in their core business. Based on current
prognoses, the pressure on rate developments will
therefore continue unabated. Since profitability is the
key objective, Allianz Global Corporate & Specialty SE
expects a slight overall decline of its premium growth
in 2016.

With a net combined ratio of 85 percent in 2015, the
company was able to increase its profitability by 4
percentage points over the prior year, thereby going
well beyond the prior year forecast of 95 percent.

25

This is primarily due to the positive development of
reserves constituted for prior year losses. Compared
to 2014, Allianz Global Corporate & Specialty SE
benefitted in in 2015 from lower net payouts for
losses in the current fiscal year and from a lower
expense ratio, which was partially compensated by
the fact that the dissolutions of claims reserves for
prior year losses were lower than in 2014.

For 2016, a combined ratio of slightly over 95 percent
is expected.

The proportional reinsurance contract of Allianz
Global Corporate & Specialty SE with Allianz SE, which
took effect in 2015, has been renewed for 2016.

For 2016, Allianz Global Corporate & Specialty SE
succeeded in further optimizing its reinsurance cover.
Alarge part of the non-proportional contract
reinsurance is being placed with Allianz Re. Favored
by the strong competition in the reinsurance market,
it was possible to renew contracts for 2016 with the
same reinsurance premiums; in some cases, even
lower premiums were obtained.

Allianz Global Corporate & Specialty SE is going to
pursue its safety-oriented investment strategy. In this
respect Allianz Global Corporate & Specialty SE will
continue to rely on the Allianz Group’s wealth of
experience with investments in Germany and other
countries. To reduce dependence on capital market
developments and to further diversify the investment
portfolio of Allianz Global Corporate & Specialty SE,
we are planning to continue the expansion of
investments in infrastructure and renewable energies
as well as the granting of direct credits and loans.

We continue to consider real estate as an interesting
investment class that offers risk-adjusted attractive
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Safety-oriented investments in connection with lower
reinvestment interest rates will lead to a decline of
expected interest income in the coming year. The
uncertainty about the further development of the
capital markets can produce the corresponding
negative but also positive effects on the market
values and investment income of Allianz Global
Corporate & Specialty SE in the following year.

The current planning with focus on 2016 is based on
the assumption that the development of business
results will continue to be positive.

The above statements are subject to the proviso that
natural disasters, adverse developments in the capital
markets or other factors may undermine the validity
of the forecasts to a greater or lesser extent.

No events of special significance have occurred since
the end of the reporting period.

Munich, 29 February 2016

Allianz Global Corporate & Specialty SE

The Board of Management

Fischer Hirs
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Balance sheet as of 31 December 2015

31.12.2015 31.12.2015 31.12.2015 31.12.2014
thou thou thou thou
Assets
A Intangible assets
| Self-produced industrial property rights and similar rights and assets 9162 -
Il Licenses acquired against payment, industrial property rights and similar rights
and assets as well as licenses for such rights and assets 71364 62993
80526 62993
B Investments
| Real estate, real property and equivalent rights including buildings on land not
owned by AGCS 77295 78708
Il Investments in affiliated and associated enterprises 543542 496 056
Il Other investments 7 256 506 6656 727
IV Funds held by others under reinsurance business assumed 96 592 119179
7973935 7350670
C Receivables
I Accounts receivable from direct insurance business
1 Policy holders 34725 58 972
2 Insurance brokers 421 255 443 841
including from affiliated enterprises: 2,564 (2,528) thou
455980 502813
Il Accounts receivable on reinsurance business 650 960 490432
including from affiliated enterprises: 205,652 (175,614) thou
Il Other receivables 231441 235362
including taxes of: 36,740 (43,282) thou
including from affiliated enterprises: 42,954 (33,249) thou
1338381 1228607
D Other assets
| Cash with banks, checks and cash on hand 83033 165 332
Il Miscellaneous assets 55168 65849
138 201 231181
E  Deferred income and prepaid expenses
I Accrued interest and rent 57433 53410
Il Other prepaid expenses and deferred income 2001 1902
59434 55312
F Excess of plan assets over pension liabilities/pension provisions 128 3144
Total assets 9590 605 8931907
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Income statement
For the period from 1 January to 31 December 2015

2015 2015
thou thou

2015 2014
thou thou
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Notes to the Financial Statements

Applicable legal regulations

The company’s Financial Statements and the
Management Report are prepared in accordance with
the regulations contained in the German Commercial
Code (HGB), taking into account the Corporation Law
(AktG), the Law on the Supervision of Insurance
Enterprises (VAG), and the Government Order on the
External Accounting Requirements of Insurance
Enterprises (RechVersV).

The amounts in the financial statements are stated in
Euro thousand ( thou).

Accounting, valuation and
calculation methods

Intangible assets

These are recorded at their acquisition cost less tax-
allowable depreciation.

Real estate, real property and equivalent
rights including buildings on land not
owned by AGCS

These items are recorded at cost less accumulated
scheduled and unscheduled depreciation. Scheduled
depreciation is measured according to ordinary useful
life. In case of probable permanent impairment, the
values of these items are adjusted through
unscheduled write-downs.

Shares in affiliated enterprises, loans to
affiliated enterprises, participations

These are valued according to the moderate lower-
value principle and carried at amortized cost or a
lower long-term fair value.
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Structured products

The portfolio contains structured products in the
form of registered bonds, loans, participatory notes
and bearer bonds, which are posted uniformly in the
balance sheet. They are valued and recognized
according to the balance sheet item under which
they are recorded.

Bank deposits
These are recorded at face value.

Requirement to reinstate original values
and write-ups

The requirement to reinstate original values applies
to assets that were written down to a lower market
value in past years. If their value at the balance sheet
date is higher than the book value, they must be
written up again. The write-up is made either up to
amortized cost or to a lower long-term or market
value.

Funds held by others under reinsurance
business assumed

In accordance with section 341c HGB these items are
recorded at face value.

Receivables and other assets

These include the following:

a)

35
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Reserve for loss and loss adjustment expenses
The gross reserve for direct insurance business
consists of the following partial reserves:

Reserves for known insured losses (not including
annuities) are generally determined individually on a
per case basis according to the probable payout.

Aggregate policy reserves for annuities in the direct
insurance business are calculated for each annuity on
the basis of actuarial principles, taking into account
mortality according to the DAV 2006 HUR mortality
table.

For already incurred or caused but not yet reported
losses, late claims reserves are set up on the basis of
the experience from previous years.

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.

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

For reinsurance 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

The assessment is based on expected premium
income as well as loss and cost developments for the
respective line of business. The reserve is calculated
taking into account proportional interest income
from the underwriting reserves for the deductible
portion only. The reserve is calculated for both the
direct insurance business and for reinsurance
assumed. It was not necessary to set up such a
reserve during the reporting year.

Reserve for contractual subsequent premium
settlement

This reserve is set up by way of precaution for
possible return premiums, which only become due
after the expiry of an observation period of a number
of years.

Other accrued liabilities

In principle, other accrued liabilities are stated in the
required amounts payable on maturity. Pension
reserves are calculated on the basis of actuarial
principles. The conversion expenses resulting from
the first-time application of the Accounting Law
Modernization Act (BilMoG) in 2010 can be
distributed over a period of up to fifteen years. In the
years up to and including fiscal 2013, the company
made use of this distribution option and essentially
recognized one fifteenth of this amount as an
extraordinary expense. In fiscal 2014, all outstanding
instalments were recognized in full as an
extraordinary expense. This expense results from the
retirement commitments, which are centrally
recorded at Allianz SE (see section on “Contingent
Liabilities™). The provisions for jubilee payments,
phased-in early retirement and early retirement
benefits are also calculated on the basis of actuarial
principles and recognized as a liability in the full

amount. With respect/T11 1for liagnFi TfObi acsicssentinm
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forecast as of the balance sheet was applied. This was
done in view of the significant drop of the discount
rate since 2014. The effect resulting from the change
in the discount rate is reported under other non-
technical result. Additional information on the
accounting of company pension commitments and
similar commitments is provided under
“Supplementary information on Equity and Liabilities”
and “Contingent Liabilities” below.

Liabilities
These include the following:

a) Funds held under reinsurance business ceded
b) Liabilities from direct insurance business

c) Accounts payable on reinsurance business

d) Liabilities to banks

e) Other liabilities

These liabilities are stated at the amounts payable on
maturity.

Since 2015, accounts payable on reinsurance
business are accounted for separately under
reinsurance assumed and reinsurance ceded for each
contracting p