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Premium risks are managed through underwriting
guidelines, among other measures. Underwriting
guidelines limit the insurance or liability sum

per contract. As part of strategic planning, future
business volumes and associated risks, as well

as their impact on solvency, are forecast. With regard
to reserve risk, the company regularly monitors

the development of provisions for insured events at
individual policy level. In addition, ART AG performs
annual reserve uncertainty analyses in order to
evaluate the sensitivity of reserves to the assump-
tions on which the calculations are based.

Market risk

Market risk is the risk of losses due to fluctuations

in market value, differentiated according to the type
of investment.

ART AG's investments are managed centrally by
specialists at Allianz Investment Management SE as
part of the outsourcing of functions. The investment
strategy is geared towards the requirements of ART
AG's asset/liability management. Allianz Investment
Management SE implements the investment strat-
egy within the framework of a risk and limit system
for investments stipulated by ART AG. The company
adjusts the risk and limit system each year.

The company's strategic asset allocation stipulates
that the company must essentially invest in fixed-



Allianz Risk Transfer AG — Annual Report 2017
Annual Report

ART AG publishes the "Solvency and Financial
Condition Report" as a separate document on its
website at www.agcs.allianz.com/services/
alternative-risk-transfer/art-annual-report.

Forecast

ART AG expects intense competition and excess
capacity to continue on the market in the coming
years. However, there are initial signs that pressure
on the development of rates is weakening, partly

as a result of the exceptionally high global burden of
losses from natural catastrophes in 2017. ART AG's
gross written premiums are expected to decline
year on year in fiscal 2018. This forecast is essentially
based on expected developments in exchange

rates and an anticipated decline in fronting and insur-
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Bilanz

EUR thousand Notes Dec. 31, 2017 Dec. 31, 2016
Assets
B. Investments 1,161,565 1,058,511
IIl. Investments in affiliated companies and participating interests 1,23 156,915 184,702
1. Sharesin affiliated companies 120,106 142,796
2. Debentures of affiliated companies and 36,809 41,906
loans to affiliated companies
Ill. Other investments 1,3 1,003,329 861,888
1. Equities, other non-fixed-income securities and 1,399 1,591
units in investment funds
2. Debentures and other fixed-income securities 821,060 856,496
6. Deposits with banks 177,532 0
7. Otherinvestments 3,338 3,800
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EUR thousand Notes Dec. 31, 2017 Dec. 31, 2016
Liabilities
A. Equity 473786 547,489
|. Called-up capital 131,529 131,529
1. Subscribed capital 263,059 263,059
2. Of which: non-called-up capital -131,529 -131,529
IV. Profitreserves 4 155,341 164,506
1. Statutory reserve 131,529 131,529
4. Fluctuation reserves 23,812 32,977
V. Earnings brought forward 185,374 185,374
VI. Annual profit 1,541 66,080
D. Actuarial provisions 5 699,005 589,238
I. Premiums brought forward 76,122 72,933
1. Grossamount 250,370 304,717

2.
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Notes

Accounting principles

The company prepares the annual financial state-
ments and the annual report in accordance with the
provisions of the Liechtenstein Persons and Compa-
nies Act (Personen- und Gesellschaftsrecht — "PGR"),
as well as the Liechtenstein Insurance Supervision
Act (Versicherungsaufsichtsgesetz — "VersAG") and
the Liechtenstein Insurance Supervision Ordinance
(Versicherungsaufsichtsverordnung — "VersAV").

The annual financial statements have been drawn
up in thousands of euros ( thousand). The fiscal
year corresponds to the calendar year, which means
that December 31 is the balance sheet date.

The accounts of non-domestic branch offices are
usually drawn up in the respective national currency.
For the periodic financial statements, balance

sheet items are converted into EUR at the rate on the
reporting date, while income statement items are
converted at the average rate.

Due to rounding, totals and percentages may differ
slightly from the figures shown.

Accounting, valuation and
calculation methods

Intangible assets

Intangible assets are reported at production or
acquisition cost and are amortized on a straight-line
basis over their useful lives (maximum of five years).
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Deposits retained on assumed reinsurance
These are reported at face value.

Receivables and other assets
In detail, these include:
a) Receivables from direct insurance business
b) Accounts receivable on reinsurance business
c) Other receivables
d) Current credit balances at banks,
checks and cash in hand
e) Other assets

These are reported at face value less repayments.

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

Tangible assets and other assets are measured

at amortized cost. The amortization period is
determined based on the useful life and is usually
five years.

Since 2015, accounts receivable on reinsurance
business have been reported separately under
reinsurance assumed and reinsurance ceded for
each contracting party.

Actuarial provisions

Premiums brought forward

In direct insurance business, premiums brought
forward are usually determined using the

daily calculation method. In technical insurance,
premiums brought forward are deferred in
accordance with the risk pattern for each insurance
contract. Flat rates are applied to a limited extent.

For reinsurance business assumed, premiums
brought forward are reported on the basis of infor-
mation provided by the ceding insurers.

The reinsurance share deducted from gross
unearned premiums is generally determined using
the daily calculation method.

In the case of quota charges with participation in the
original costs, the proportional unearned premiums
are recognized in accordance with the quota share of
the reinsurer.

Provisions for unsettled insurance claims
The probable insurance payout is determined
for each known insurance claim based on claims
records.

For claims that have occurred but have not yet
been reported by the balance sheet date, statistical
methods are applied to calculate an additional
provision for each risk group, and provisions are
recognized for reinsurance business assumed

in accordance with the information provided by the
ceding insurers.

For reinsurance business ceded, the reinsurers'
share in provisions is determined in accordance with
the contractual agreements.
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Provisions for performance-related

and non-performance-related premium
reimbursement

This item is determined on the basis of individual
contracts and is defined in accordance with

the respective payout sum that is anticipated.

Other provisions
Non-technical provisions are generally stated at

the expected settleme-2.1i 18.983 0 Td()Tj0.005 T2tated.

13
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Notes to the balance sheet

1) Investments

EUR thousand Dec. 31, 2016 Additions Transfers Disposals Write- Write- Dec. 31,2017
Book value backs downs Book value
B. Investments 1,058,511 468,472 - -278,390 527 -87,555 1,161,564
IIl.  Investments in affiliated companies 184,702 - - -27,787 - - 156,915
and participating interests
1. Sharesin affiliated companies 142,796 - - -22,690 - - 120,106
2. Debentures of affiliated 41,906 - - -5,097 - - 36,809
companies and loans to
affiliated companies
IIl. Other investments 861,887 468,472 - -240,152 527 -87,405 1,003,329
1. Equities, other non-fixed- 1,591 - - - - -192 1,399
income securities and
units in investment funds
2. Debentures and 856,496 290,940 - -239,690 527 -87,213 821,060
other fixed-income securities
6. Deposits with banks - 177,532 - - - 177,532
7. Otherinvestments 3,800 - - -462 - - 3,338
IV. Deposits retained on assumed 11,922 - - -10,451 - -150 1321

reinsurance

3) Fair values of investments
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4) Equity and proposal for the appropriation of
profit for submission to the General Shareholders'

Meeting
Appropriation of profitin EUR 2017 2016
Profit brought forward Jan. 1 185,374,201 185,374,201
Annual profit Dec. 31 1540,781 66,079,602

Net profit for the year

15
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5) Gross actuarial provisions

Actuarial provisions  of which gross provisions for

unsettled insurance claims

EUR thousand Dec. 31,2017 Dec.31,2016 Dec.31,2017 Dec. 31,2016
Total insurance business 699,005 589,238 1,813,998 1,178,911
Direct insurance business 83,523 86,375 222,378 216,775
General liability insurance -45267 -74,468 -134,354 -150,573
Fire and natural hazards insurance -3,785 17,843 -10,462 588
Aviation liability insurance -26,116 -24,251 -55,703 -47,622
Comprehensive aviation insurance -6,281 -3,069 -9,075 -5,627
Other property insurance -115 -58 -115 -58
Goods in transit (including commodities, items of luggage and other goods) -559 -914 -4,334 -10,091
Assumed reinsurance business 615,482 502,863 1,591,620 962,136
General liability insurance -192,978 -235,937 -367,237 -418,852
Fire and natural hazards insurance -319,717 -170,067 -1,097,022 -434,071
Liability insurance for land vehicles with their own engine -14,522 -12,553 -14,770 -12553
Credit -7421 - -22,343 -
Comprehensive land vehicle insurance (excluding rail vehicles) -3,831 -3,324 -3,831 -3,324
Aviation liability insurance -8,937 -15,025 -12,258 -20,505

The figures shown are not comparable with the 2016 annual report, as the lines of business are structured in accordance with the Liechtenstein
Insurance Supervision Act ("VersAG"). The lines of business in accordance with Solvency Il were shown in the previous year.

Actuarial provisions do not include any fluctuation
reserves.

ART AG generates sales with affiliated companies,
which exclusively comprise Allianz Group companies,
primarily in the fields of reinsurance and services.

These services are charged on the basis of framework
agreements and service level agreements, as would
be the case between third parties.

The most extensive transactions with affiliated
companies are listed below.

EUR thousand 2017 2016
Premiums earned for own account 133,889 156,019
Charges for insurance claims 67,641 14,109

for own account

Administrative expenses and other income and
other expenses for ordinary business activities

also include the provision of various services within
the group.

The resulting net expenses come to EUR 25,840
thousand (previous year EUR 27,527 thousand).

6) Liabilities

The company does not have any liabilities with a
remaining term of more than five years or any
liabilities that are secured by liens or similar rights
in rem on its accounts.

There are no deferred tax liabilities in accordance
with the valuation principles of commercial law.
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Report of the Auditors

As the auditor, we have audited the annual financial
statements (comprising the balance sheet, income
statement and notes) and the annual report of
Allianz Risk Transfer AG for the fiscal year ending
December 31, 2017.

The Board of Directors is responsible for the annual
financial statements and the annual report, while
our task is to audit and assess these. We confirm
that we fulfill the legal requirements with regard to
professional qualification and independence.

Our audit was conducted in accordance with the
standards of the profession in Liechtenstein, which
require an audit to be planned and performed in
such a way that any material misstatements in the
annual financial statements and the annual report
can be identified with reasonable assurance. We
examined the items and disclosures in the annual
financial statements on the basis of spot checks
using analyses and surveys. We also assessed the
application of the relevant accounting principles,
key decisions on valuation and the overall presenta-
tion of the annual financial statements. We believe
that our audit provides a reasonable basis for our
opinion.

In our view, the annual financial statements give

a true and fair view of the net assets, financial posi-
tion and results of operations in accordance with
Liechtenstein law. Furthermore, the annual financial
statements, the annual report and the proposal

for the appropriation of the net profit for the year
comply with Liechtenstein law and with the Articles
of Association.

The annual report is in line with the annual financial
statements and in our view does not contain any
material misstatements.

We recommend that these annual financial state-

ments should be approved.

Schaan, May 4, 2018

KPMG (Liechtenstein) AG
Hans Vils Patrick Scholz
Auditor FCCA

Auditor in Charge

This document is an unofficial English translation of the annual report.
Only the original German version of the annual report is authoritative.
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