Highlights 2016

Group premiums EUR 9.1 billion

Adjusted for single-premium life
insurance products, the increase was
a satisfactory 4.4%. More than half
our premium volume comes from the
CEE region.
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97.3% net combined ratio

The solid underwriting result has

led to a combined ratio significantly
below the 100% mark again in 2016.
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Planned dividend per share of EUR 0.80
This will be proposed at the Annual
General Meeting on 12 May 2017 to
maintain our dividend policy of
distributing at least 30% of Group net
profit after minority interests to
shareholders.

New strategic VIG work programme

Many initiatives were launched in the
following three areas: ensuring future
viability, optimising our business
model and organisation and

cooperation.
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Result before taxes EUR 406.7 million

As a result, we more than achieved
our stated objective of doubling
the previous year’s profit to up to
EUR 400 million. Half of our profit
comes from the CEE markets.
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A+ with a stable outlook

Rating re-confirmed by Standard &
Poor’s. VIG continues to have the best
rating of all companies included in the
ATX leading index of the Vienna Stock
Exchange.

Solvency I

VIG is currently the only insurance
group in Austria with an approved
internal model and has been using
this model since Solvency Il came into
effect on 1 January 2016.

Page 48

Expansion in Serbia and Romania

Vienna Insurance Group continued
its successful expansion in the CEE
region with acquisitions in Serbia and
Romania in 2016.
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DEAR SHAREHOLDERS,
LADIES AND GENTLEMEN,

| am delighted to be able to inform you
that we have achieved quite a bit after
just one year as the new Management
Team at Vienna Insurance Group (VIG):
The Group has demonstrated again in
2016 that it is indeed a reliable partner.
That is why we have entitled this An-
nual Report “You can count on us”.
There are many reasons we can cite
why VIG is reliable even in times of
rapid change and despite a difficult en-
vironment — in particular, the high level
of service quality, customer focus, in-
novative and capital strength.

With our strategic work programme,
Vienna Insurance Group is also pursu-
ing the goal of ensuring the stability
and sustainability required of a reliable
partner over the long term. We are fo-
cusing on three areas: ensuring future
viability, optimising our business model
and finally organisation and coopera-
tion.

Last year we announced we had an
“appetite for more”. At the time, we had
set our sights on the markets of Po-
land, Hungary, Croatia and Serbia,
where we want to increase our market
share to over 10% in the medium term.
In Serbia, we already managed to
achieve this in 2016. This year we have
defined our vision within the context of
our focus on digitisation. In addition to
process automation, we are focusing
especially on our products and ser-
vices. Online sales, which are becom-



ing increasingly important, are ideally
suited to simple products, and digital
sales channels are advantageous in
this regard. In the case of individual
and more comprehensive insurance
solutions, we also want to ensure we
provide qualified and personalised
advice in future.

In terms of individual insurance busi-
ness lines, we are currently paying
particular attention to health and life
insurance. In relation to private health
insurance, we are convinced that
there is still a great deal of potential
in our markets in the light of demo-
graphic trends and the associated
growth in demand for healthcare. In
relation to life insurance, the low in-
terest rate period we are going
through is presenting us with major
challenges, primarily in investment.
On this subject, a rethink
appears to be under way in

The Group has
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negative effect on our financial result
in 2016, we still achieved a significant
increase in Group profit before taxes.
In line with the target we announced
at the start of the year, we more than
doubled our profit to EUR 406.7 mil-
lion in 2016. This includes a positive
one-time effect on the financial result
due to the revaluation of previously
written down debt instruments from
HETA in the 4™ quarter.

Alongside the increase in profit, we
maintained the Group’s combined
ratio at the previous year’s level of
97.3%, meaning that Vienna Insur-
ance Group showed an improvement
over the previous quarters. In the
medium term, we are aiming to im-
prove the combined ratio to 95.0%.
There is also positive news on divi-
dend. As part of our ongoing divi-
dend policy, where at least
30% of Group net profit

that the primary purpose of demonstrated (after minority interests) is
life insurance - to cover ggain in 2016 paid out to shareholders,
risks — is increasingly com- that it is indeed We are proposing to the
ing to the fore. liable Annual General Meeting

arelia that we increase the divi-
Looking at the Company’s partner. dend to 80 cents per

result for 2016, we regis-
tered a slight increase in Group pre-
miums of 0.3%, rising to EUR 9.1 bil-
lion. It is important to mention here
that single premium life insurance
products continued to decline due to
the continuing low interest rates. Ad-
justed for these, total premiums rose
by a satisfactory 4.4%. Of our 25
markets, the dynamic premium
growth in Romania (+24.4%), Turkey
(+15.3%) and Hungary (+9.8%) are
particularly noticeable.

Although the low interest rate envi-
ronment, as expected, also had a

share.

Our clear objective is to continue to
increase the profitability of Vienna In-
surance Group. We plan to generate a
steady increase in Group premiums
to around EUR 9.5 billion by 2019. We
also expect our profit before taxes to
steadily increase to between EUR 450
million and EUR 470 million.

On behalf of the entire Managing
Board, | would like to thank you, our
shareholders, clients and business
partners for the faith you have shown
in us. | particularly want to also thank

Vienna Insurance Group

our employees who are mainly re-
sponsible for the success of Vi-
enna Insurance Group. Our
compass continues to point
East! The economic fore-
casts for the Central and
Eastern European region
are still providing much
cause for optimism.

Yours sincerely

adl

Elisabeth Stadler
VIG General Manager

e

Note: Detailed information on VIG’s business
strategy is provided on page 12 of this report.




Key figures...

2016 2015 adjusted 2014 adjusted

Income statement

Premiums written EUR millions 9,050.97 9,019.76 9,145.73
Net earned premiums — retention EUR millions 8,191.26 8,180.54 8,353.74
Financial result EUR millions 958.81 1,040.20 1,076.48
Expenses for claims and insurance benefits EUR millions -6,753.45 -6,748.87 -6,919.93
Acquisition and administrative expenses EUR millions -1,907.81 -1,847.57 -1,874.77
Result before taxes EUR millions 406.73 47.06 478.02
Net result for the period after taxes and non-controlling interest EUR millions 287.78 -20.58 330.42
Combined Ratio % 97.3 97.3 96.7
Claims ratio % 66.9 66.7 65.8
Cost ratio % 30.4 30.6 30.9
Balance sheet
Investments' EUR millions 43,195.84 38,286.10 38,002.20
Shareholders’ equity (excluding non-controlling interests) EUR millions 5,711.26 4,414.46 4,796.33
Underwriting provisions EUR millions 37,349.96 35,921.73 35,282.37
Total assets EUR millions 50,008.11 44,489.71 43,923.13
RoE (Return on Equity) % 8.9 1.1 111
Share
Number of shares Piece 128,000,000 128,000,000 128,000,000
Market capitalisation EUR millions 2,726.40 3,237.12 4,746.24
Average number of shares traded by day Piece ~ 161,000 ~ 147,000 ~ 65,000
Average daily stock exchange trading volume (single counting) EUR millions 3.90 6.80 3.10
Year-end price EUR 21.300 25.290 37.080
High EUR 24.790 42.620 40.070
Low EUR 16.095 24.910 33.800
Share performance for the year (excluding dividends) % -15.80 -31.80 2.36
Dividend per share EUR 0.80? 0.60 1.40
Dividend yield % 3.76 2.37 3.78
Earnings per share EUR 2.16 -0.27 2.46
Price-earnings ratio as of 31 December 9.86 -93.67 15.07
Employees
Number of employees (average for the year) 24,601 22,995 23,360

Rounding differences may occur when rounded amounts or percentages are added.

" incl. unit-linked and index-linked life insurance investments and excl. cash and cash equivalents 2 Planned dividend

CHANGE IN PROFIT CHANGE IN THE COMBINED RATIO
in EUR million in per cent
500 478.02 100 96.7% 97.3% 97.3%
406.73
400 80 30.9% 30.6% 30.4%
300 60
200 40
65.8% 66.7% 66.9%
100 20
47.06
0 | 0
2014 2015 2016 2014 2015 2016
adjusted adjusted Hl Claims ratio Cost ratio
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VIG BY SEGMENTS IN THE YEAR 2016
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... ataglance

Country Premium volume Result before  Combined Ratio Employees
taxes

in EUR '000 in EUR '000 in % Number

Austria 3,941,322 196,090 97.59 5,170
Czech Republic 1,529,085 152,768 90.53 4,762
Slovakia 732,340 48,880 94.94 1,678
Poland 819,175 1,875 99.36 1,586
Romania 533,396 3,513 100.06 1,991
Baltic states 140,192 -11,227 135.42 1,281
Hungary 224,226 3,807 103.60 464
Bulgaria 136,679 5,381 98.15 834
Turkey/Georgia 208,698 9,004 95.74 888
Turkey 164,866 6,111 99.00 237
Georgia 43,832 2,893 80.30 651
Remaining CEE 331,392 7,433 101.40 4,720
Albania incl. Kosovo 36,376 1,235 95.74 450
Bosnia-Herzegovina 12,873 -7,536 126.76 276
Croatia 99,281 6,957 96.84 742
Macedonia 25,801 1,603 98.73 372
Moldova 8,402 273 113.92 435
Serbia 96,899 2,695 102.18 1,060
Ukraine 51,760 2,206 100.95 1,385
Other Markets 352,955 22,148 81.82 126
Germany 190,209 22,043 81.82 114
Liechtenstein 162,746 105 - 12

The Montenegro and Belarus markets were not included in the Vienna Insurance Group consolidated financial statements in 2016. There are also branch offices in Italy and Slovenia.

PREMIUMS BY LINES OF BUSINESS

Health 5.5%
(5.2%)

Casco 10.7%
9.9%)

Life — single
14.0% (17.5%)

MTPL
14.5% (13.2%)

Values for 2015 in parentheses

CEE SHARE OF PREMIUM VOLUME

%-Share of Premium volume

52% CEE

48%
Outside CEE

Vienna Insurance Group 7



We are well established in all lines of business and thus offer a
comprehensive customer-oriented portfolio of products and
services with around 50 Group companies and more than
24,000 employees in 25 countries. We generated slightly more
than EUR 9 billion in premiums in 2016, further strengthening
our market leader position in Austria and in Central and Eastern
Europe (CEE), where we have been operating for more than 25
years.

VIG’s successful expansion into the CEE region

VIG’s roots reach back more than 190 years in Austria,
during which time the Company developed from its start
as a local insurer in 1824 to an international insurance
group. In 1990, Wiener Stadtische recognised the many
opportunities offered by the CEE region and took the

chance of entering the market in the former Czechoslovakia.

The expansion continued in following years. From Estonia
to Albania and Germany to Georgia, the entire region was
slowly covered. The 2014 entry into the market in the
Republic of Moldova filled the final remaining gap in
coverage of the CEE region.

Vienna Insurance Group company profile

business. It pursues a progressive and highly riskconscious
insurance strategy. Reliability, trustworthiness and solidity
define its relationships with business partners, employees
and shareholders.

This fundamental approach is also reflected in its strategy
of continuous sustainable growth and excellent credit-
worthiness. The international rating agency Standard &
Poor’s has confirmed VIG’s development with an A+ rating
with stable outlook for many years. VIG continues to have
the best rating of all companies in the ATX, the leading index
of the Vienna Stock Exchange.

Side-by-side with our customers

Customer loyalty and customer proximity are major factors
in VIG’s success. Our local employees know the needs of
their customers the best, which is why Vienna Insurance
Group places its trust in these employees and local
entrepreneurship.

In order to create stability and trust, the Group uses a multi-
brand strategy that retains established brands and unites

The leading
insurance com-
pany in the CEE
region.

Using its combined strengths to become
number 1

Vienna Insurance Group has worked
its way to the top of the insurance

them under the Vienna Insurance Group umbrella. This also
allows a wide variety of distribution channels to be used.
The Company’s strategic orientation is rounded off by a
conservative investment and reinsurance policy.

market in many countries in previous

years. Using a focused growth
strategy and long-term perspective, it created a stable base
that led to double-digit market shares in many markets.

The figures for the region show that the decision to expand
into the CEE region was correct. In 2016, around half of
VIG’s total premium volume of around EUR 9 billion was
generated in the CEE markets. The Group continues to
believe in the potential offered by the ongoing economic
growth in the region, which brings with it a rising demand
for insurance products.

The importance of the region was confirmed by another
decision by the Group in 2008 to establish the headquarter
of the internal Group reinsurance company VIG Re in the
Czech Republic.

Focusing together on the core business
The decisions above underscore the path followed by VIG
and strengthen the focus on insurance as the clear core

Erste Group and VIG: strong together

Erste Group is strongly anchored in Austria and is one of
the top players in the CEE region. The strategic partnership
between Erste Group and VIG began in 2008 and has
grown and strengthened over the past eight years. Vienna
Insurance Group companies offer Erste Group products,
and Erste Group branches sell VIG insurance products in
return.

Stable dividend policy of the Group

Vienna Insurance Group has been listed on the Vienna
stock exchange since 1994. Today, it is one of the top
companies in the “prime market” segment and offers an
attractive dividend policy with a dividend payout ratio of at
least 30% of Group profits (after taxes and non-controlling
interests) for shareholders.

The significance of the Central and Eastern European
economic area was once again underscored by the
Company'’s second listing on the Prague Stock Exchange

Group Annual Report 2016



in February 2008. Vienna Insurance Group shares have
also established themselves as one of the top companies
there.

The shareholder structure has remained stable since the
capital increase in 2005. Around 70% of the shares are held
by its principal shareholder, Wiener Stadtische Versiche-
rungsverein. The remaining 30% of the shares are in free
float.

Searching for the best together

All Vienna Insurance Group companies strive to attract
the most talented and intelligent employees. As a result,
identifying and developing individual skills is a central priority
in the Company’s human resources management. Pro-
moting diversity is also highly important, as is creating a

Company | Group Management Report | Consolidated Financial Statements

framework that offers appropriate development oppor-
tunities for employees. This is because it is clear to Vienna
Insurance Group that its success is built on the dedication
of its more than 24,000 employees.

OUR VALUES - Roots that bind

e Credibility and integrity
¢ Entrepreneurship
e Customer satisfaction and quality of service

¢ Appreciation and respect

Vienna Insurance Group



You can count on us —
in Austria and Central and Eastern Europe

The Central and Eastern European economic area represents growth, future
opportunities and a market of 180 million potential customers for Vienna Insurance
Group. With more than 24,000 employees, VIG is the clear market leader in its
Austrian and CEE markets. This plainly shows how many customers already rely
on the expertise and service of our Group companies in 25 countries. The people
know they can count on us, because our compass points East.

AUSTRIA

Market share:

24.2%

Premium volume:
EUR 3,941.3 million
Employees: 5,170

CZECH REPUBLIC

ROMANIA

Market share:
25.6%

Premium volume:
EUR 533.4 million
Employees: 1,991

BALTIC STATES

Market share: Market share:
31.8% 19.0%
1 Premium volume: Premium volume:
EUR 1,529.1 million EUR 140.2 million
Employees: 4,762 Employees: 1,281
SLOVAKIA HUNGARY
Market share: Market share:
32.9% 1.3%
Premium volume: Premium volume:
EUR 732.3 million EUR 224.2 million
Employees: 1,678 Employees: 464
4 POLAND BULGARIA
Market share: Market share:
6.7% 14.0%
Premium volume: Premium volume:
EUR 819.2 million EUR 136.7 million
Employees: 1,586 Employees: 834
1
1
1
7
1
(® Market share
15—4™ quarters 2016: Slovakia
151-3" quarters 2016: Austria, Baltic states, Bulgaria,
Czech Republic, Hungary, Poland and Romania
2
VIG markets

\
Y

N

2}
N

V;J'f Market position, total
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We and our around 50 Group companies have made a name for
ourselves in Austria and the CEE region and have successfully
established ourselves in the insurance market. We are united by
a strategy that has precisely defined objectives and a desire to
satisfy customer requirements in the best possible way. We aim
to use this to effectively take advantage of the growth potential
in the region.

OBJECTIVES

The Vienna Insurance Group (VIG) expansion strategy be-
gan in 1990 and has proved its value to this day. The Group
has worked its way to the top position in the insurance mar-
kets of many countries. To further strengthen and expand
this position, the special features of the individual markets

are harmonised with the higher-level objectives of the Group.

The following objectives have top priority in the business

strategy:

® consolidating the market leadership in Austria and

¢ taking advantage of the growth potential in the CEE re-
gion

The decisions required for this are made based on the need
to continuously improve earnings power, ensure a positive
underwriting result and maintain a conservative investment

policy.

The core business of Vienna Insurance Group focuses on
“insurance”, with a regional focus on Austria and Central
and Eastern Europe. These two key strategic elements are
based on four management principles that have proved
themselves in the past and will continue to form a basis for
all important business decisions by the Group in the future.

KEY STRATEGIC ELEMENTS
CONCENTRATING ON THE CORE BUSINESS

Vienna Insurance Group has more than 190 years of experi
ence in the insurance industry and uses this experience
every day when dealing with its customers in Austria and
the CEE region. The core business of Vienna Insurance
Group is to know people’s country-specific security and fu-
ture provision needs and offer individual insurance solutions
that meet these needs. The Group will continue to use pro-
fessional customer advisory services, a comprehensive
range of products and outstanding service to achieve its
success in the future.

FOCUS ON AUSTRIA AND THE CEE REGION

With foresight, determination and due care, VIG took the
opportunity to enter the CEE region 26 years ago, a deci-
sion that is still bearing fruit today. Around half of all the
Group premiums written in financial year 2016 were gener-
ated in markets outside of Austria. The differences in eco-
nomic and insurance maturity of these markets provides
valuable diversification among growing and dormant mar-
kets.

In the case of Austria, the goal is to consolidate our mar-
ket leadership. This will be achieved by promoting loyalty
among existing customers and actively taking advantage
of growth potential. The potential offered by life insurance
will be further exploited, in spite of the challenges pre-
sented by the ongoing low interest rate environment. Aus-
tria has a lower insurance density in this area than other
Western European countries. Local Vienna Insurance
Group companies have repeatedly demonstrated in the
past that they possess the experience and expertise
needed to identify market developments at an early stage
and address them with innovative insurance solutions.
They must continue to further exploit these opportunities
in the future to ensure that Austria remains a stable foun-
dation for the Group.

The early expansion into the CEE region gave the Group
a decisive starting advantage. The valuable knowledge
that the local employees possessed about special market
features was quickly used to address local needs. The
potential of the region, which Vienna Insurance Group
continues to believe in, can be seen by comparing, for
example, the insurance density in different countries. The
average insurance density in the CEE markets was
EUR 171, compared to EUR 2,939 in the EU-15 countries.
The figures in the non-life area were EUR 113 versus
EUR 1,138. The difference was even greater in the life
segment, where the value was EUR 58 for the CEE mar-
kets and EUR 1,801 for the EU-15 countries. VIG com-
panies in some countries once again provided impressive
proof that they could take advantage of this potential in
financial year 2016. The VIG companies in Romania, for
example, reported an impressive 24% increase in pre-
miums in 2016. In addition, Serbia recorded an increase
of around 18%, Hungary around 10% and Croatia around
9%. The aim is to continue on this successful path in the
coming years.

Group Annual Report 2016



INSURANCE DENSITY 2015

Per capita insurance premium in EUR
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CEE: weighted average of CEE markets
Source: in-house calculations based on publications by national insurance supervisory authorities and associations, the IMF and Swiss Re (Sigma)
MANAGEMENT PRINCIPLES
LOCAL ENTREPRENEURSHIP MULTI-BRAND STRATEGY

VIG’s decentralised structure and rapid decision-making are
important success factors. It intentionally relies on the ex-
pertise of its local management and employees, who know
the needs of the local population the best.

This is because the region where VIG operates only appears
homogeneous at first glance. Closer examination clearly
shows the variation in structure and level of development in
the different insurance markets. As a result, business mod-
els cannot simply be transferred from one country to an-
other. Instead, distribution and products have to be modi-
fied to take account of the special features of each market.
This special structure does, however, offer great opportu-
nities for both local management and local employees, as it
allows them to work independently. The higher-level values
and principles defined at the Group level may not, however,
be ignored. A particular focus is placed on the risk manage-
ment, actuarial, reinsurance and investment areas, and the
departments in the holding company assist the VIG com-
panies in these areas while ensuring continuous develop-
ment and communication of the top-level Group guidelines.
Regular international meetings of management and em-
ployees are held to exchange best practice examples and
promote a common corporate culture.

VIG operates with more than one company and brand in
most of its markets. This multi-brand strategy and local en-
trepreneurship are the key characteristics that set VIG apart
from the competition and form an important foundation for
the success of the Group. As part of its expansion strategy,
VIG decided to retain well-established brands that already
enjoyed good customer recognition. This allows it to ad-
dress different target groups and design different product
portfolios. The Group companies use their local brand
names as their first names, which strengthens their regional
identity and employee loyalty to the company. At the same
time, adding Vienna Insurance Group to the name proclaims
its international stature and many years of experience and
provides additional security to customers.

Vienna Insurance Group nevertheless focuses on taking ad-
vantage of potential synergies and continuously examines
the economic use of resources and the efficiency of organi-
sational structures for this purpose. In many countries, em-
ployees are already working successfully in shared services
in order to perform administrative tasks more efficiently.
Group companies are only merged if the potential synergies
clearly outweigh the benefits of a diversified market pres-
ence.

Vienna Insurance Group
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MULTI-CHANNEL DISTRIBUTION

Multi-channel distribution is directly related to the multi-
brand strategy. VIG follows a diversified distribution strategy
to acquire new customers in its markets, using a variety of
different distribution channels including its own field sales
staff, as well independent brokers and agents, multi-level
marketing, direct sales, banks and digital media. These dif-
ferent distribution channels take into account local market
circumstances in the countries and address customer
needs in the best possible way.

The importance that a distribution channel has for a particu-
lar market depends both on the statutory framework and the

state of development of the insurance industry in that market.

Bank sales, for example, have become more important in
recent years, and VIG was quick to recognise this trend.
Erste Group and VIG entered into a cooperation agreement
in 2008 that continues to benefit both parties to this day. VIG
acquired all the insurance activities of Erste Group, a bank
group that is firmly anchored in Austria and the CEE region,
and the Erste Group sales organisation has distributed VIG
products since then. In return, VIG companies offer their
customers selected Erste Group banking products.

CONSERVATIVE INVESTMENT AND REINSURANCE POLICIES

The investment of customer funds entrusted to Vienna In-
surance Group in the form of premiums is one of the key
duties of the Company and demands great responsibility.
Vienna Insurance Group’s investment strategy can be con-
sidered conservative. The strategy includes investment
guidelines that are binding on every Group company and
monitored by the Group Asset Management and Internal
Audit departments at regular intervals. In addition to ensur-
ing sufficient liquidity to satisfy insurance claims, particular
importance is placed on diversifying the investment portfolio
and on the returns that can be achieved while taking into
account the overall risk exposure of the Company.

Vienna Insurance Group had EUR 36,236.20 million in in-
vestments (including cash and cash equivalents) at the end
of 2016. Of this amount, 72.7% was invested in fixed in-
come securities and loans, and 15.7% in real estate. Only
4.0% of total investments are in equities (including equities
in the funds). (Detailed information on the structure of in-
vestments can be found on page 52.) Thanks to this bal-
anced, risk-conscious investment strategy, the structure of
investments was largely unaffected by the financial and
economic crisis. It is nevertheless important to continue ex-
amining and optimising the structure of the investment port-
folio in the future. Vienna Insurance Group maintained its
risk-conscious investment strategy with practically no
change in 2016. Full consolidation of the non-profit soci-
eties from the 3 quarter of 2016 nevertheless caused a
shift in the investment portfolio towards real estate and
away from all other asset classes.

The conservative investment strategy plays a significant
role, particularly taking into account the continuing low in-
terest rates and ongoing obligations in the life insurance
segment. These obligations will continue to be given the
highest priority in the future with regard to investment. The
life insurance companies in the Group are required to use
appropriate control measures to ensure that this is the case.
Internal analyses of maturity matching are performed regu-
larly in the Group using current market parameters (yield
curve).

Vienna Insurance Group also follows a conservative reinsur-
ance policy. It limits the potential liability from its insurance
business by passing on some of the risks it assumes to the
international reinsurance market. It spreads this reinsurance
coverage over a large number of different international rein-
surance companies that Vienna Insurance Group believes
offer adequate credit quality. VIG Holding acts as a reinsurer
within the Group, coordinates the reinsurance programme
and takes a leading role in the annual renewal process for
natural disaster coverage.
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The Group has had its own reinsurance company since the
formation of VIG Re in 2008. The company is the first reinsur-
ance company licensed in the Czech Republic and has a
clear focus on the CEE region. The company began opera-
tions in August 2008 and received an A+ rating with stable
outlook from the Standard & Poor’s rating agency in the same
year. This rating was reconfirmed in the summer of 2016. VIG
Re also follows a conservative investment strategy and re-
serving policy. The success of the business strategy is re-
flected by the steady increase incedents. VIG Re already

MAIN PRINCIPLES FOR ACHIEVING VIG’S GOALS
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has around 300 insurance companies as its customers.

Pooling different risks ensures an important balancing of
risks at the Group level that in turn contributes to ensuring
optimal external insurance protection for Vienna Insurance
Group as a whole. The primary objective is to create a safety
net to provide continuous protection for all of the com-
panies in the Group against the negative effects of individual
large losses and negative changes in entire insurance port-
folios.

Focus on Austria and CEE

Broad risk diversification across countries; multiple growth opportunities

Local entrepreneurship

» Decentralised structures and rapid decision-making

P Exchange of best practices/networking within the
Group

Conservative investment and

CORE BUSINESS
INSURANCE

VIG”

Multi-brand strategy

» Use of established local brands
» Addressing a variety of different target groups
» A tool to maintain customer and employee loyalty

Multi-channel distribution

reinsurance policy

» Emphasis on quality and sustainability
» Broad risk spreading through diversification

VIENNA INSURANCE GROUP

» Combination of multiple channels of distribution
» Strongly customer-ariented distribution

» Long-term cooperation with Erste Group

Vienna Insurance Group
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STRATEGIC MEASURES AND INITIATIVES

We have developed a strategic work programme to ensure
that VIG remains a strong and successful player in the Cen-
tral and Eastern European insurance market in the future.
For this reason, 2016 was dominated by an analysis of
VIG’s 25 markets. Vienna Insurance Group concentrates in
this work programme on profitably using market potential

as well as on areas that ensure future viability, optimise its
business model in terms of cost-efficiency and effective-
ness, and promote cooperation and organisation within the
Group. Initiatives were defined in these three main areas for
implementation by 2020.

A summary and description of selected focal points is pre-
sented below.

Strategic thrust of the agenda 2020

Optimising our business model

Creating added value by increasing operating
performance.

STRENGTHENING THE MARKET POSITION

Vienna Insurance Group aims to strengthen its market share
by organic growth and further acquisitions that improve its
market position and complement its existing portfolio.
Vienna Insurance Group has identified four markets where
it aims to increase its market share to at least 10% in the
medium term: Serbia, Croatia, Hungary and Poland. This
goal was already achieved in Serbia in 2016 when official
approval was provided for acquisition of the AXA compa-
nies. The Group also made acquisitions in Romania and the
Baltic states in 2016.

Purchase of the AXA companies in Serbia concluded

Vienna Insurance Group signed a purchase agreement to
acquire the non-life insurer AXA Nezivotno Osiguranje a.d.o.
Beograd and life insurer AXA Zivotno Osiguranje a.d.o. Beo-
grad (AXA Serbia) at the beginning of July 2016. The acqui-
sition was concluded on 30 November 2016 after official ap-
proval was received, thereby increasing VIG’'s market share
in Serbia to around 11.5%. The acquired companies will now

Ensuring future viability

Measures for adapting the business model to
(future) opportunities and challenges.

Organisation and cooperation

Support for measures in the area of
optimisation and ensuring future viability by
establishing:

P clear rules and instruments

P an infrastructure for cooperation within
the Group

be integrated into the existing company Wiener Stadtische
Osiguranje.

Purchase of the AXA company in Romania

At the beginning of August 2016, Vienna Insurance Group
signed an agreement to acquire the Romanian life insur-
ance company AXA Life Insurance S.A. (AXA Life), thereby
confirming its leading position in the Romanian insurance
market. The buyers are the two Romanian VIG Group
companies BCR Life and Omniasig. The acquisition is
subject to approval by the local authorities.

Acquisition of BTA Baltic concluded

Vienna Insurance Group has acquired a majority interest in
BTA Baltic Insurance Company AAS (BTA Baltic), which has
its registered office in Latvia and branches in Lithuania and
Estonia. The transaction was concluded on 24 August 2016
after final official approval was received for the sales agree-
ment that was signed in December 2015. The acquisition
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of BTA Baltic makes Vienna Insurance Group the leading
insurance group in the Baltics.

ENSURING FUTURE VIABILITY

Vienna Insurance Group’s measures in this strategic area
ensure that the Group remains fit for future opportunities
and challenges and can optimally exploit potential to ensure
the long-term success of the Company.

Insurance of the future

The aim of this initiative is to explore future changes in peo-
ple’s lifestyle and habits and the effects of demographic and
economic change on the insurance industry.

Vienna Insurance Group has entered into a partnership with
Versicherungsforen Leipzig’s Insurance Innovation Lab to
examine areas related to insurtechs, future automotive
trends, such as self-driving vehicles or sensor networking,
and artificial intelligence. How to design life insurance as an
attractive instrument for future provision is also examined.
The focus is on supplementing the primary service of risk
coverage with additional value added.

Digitisation

Aside from automating processes, the main focus is on us-
ing digitisation for products and services. In 2016, VIG be-
gan screening the around 50 companies in the Group for
digital innovations, products and services, with the aim of
making these innovative ideas transferable to all Group
companies — including, if possible, across country borders.
VIG Holding is acting as a digital hub to support and coor-
dinate activities in the Group and prepare a uniform digiti-
sation strategy with the Group companies.

Assistance

VIG views the expansion of assistance services as a major
opportunity to create a competitive advantage for the Com-
pany, and is already operating in-house assistance com-
panies in the Czech Republic, Slovakia and Bulgaria.

Another milestone was achieved in 2016 during this inter-
nalisation by successful implementation of a greenfield pro-
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ject in Poland, which established itself as the most modern
motor assistance centre in the Polish market. In 2017, work
also began on establishing a separate assistance centre in
Romania.

Expanding lines of business

There are three areas where VIG aims to expand its busi-
ness activities: health insurance, bank insurance and rein-
surance.

HEALTH INSURANCE

Based on market size, VIG presence, the structure of the
public healthcare system and parameters for the private
health insurance market, in addition to Austria five markets
were identified where efforts will be made to expand health
insurance. These are Poland, Romania, Bulgaria, Hungary
and Turkey. Vienna Insurance Group will develop concrete
business plans with local management in these five target
countries to expand the portfolio in this segment.

REINSURANCE

The Group company VIG Re, which is headquartered in
Prague, has established itself as one of the leading reinsur-
ers in the CEE region in the last few years. It operates in
31 countries and recorded a premium volume of around
EUR 370 million in 2016. VIG Re is now planning its next
international initiatives, namely a gradual expansion of its
business in Germany and controlled entry into the market in
Western Europe, with a focus on France, Belgium, Luxem-
bourg and Switzerland. VIG Re aims to position itself in
these expanded markets as a niche player for special cus-
tomer and market segments. The target group was there-

fore defined as locally and regionally oriented direct insurers.

BANK INSURANCE

Life insurance traditionally dominates the range of insurance
products sold through banks. VIG feels a great deal of po-
tential still exists to offer further insurance solutions to bank
customers and plans to ramp up sales of health and prop-
erty and casualty products. A project group is being formed
with bank insurance partner Erste Group. The aim of the
project is to optimise products, distribution and profits for
the banks and insurance companies in all countries where

Vienna Insurance Group
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Erste Group and VIG cooperate. The focus is on customer
needs and requirements, easily understandable products
and integration into the bank’s digitisation initiative. This also
includes organisational and structural considerations on the
insurance side that will improve communications and ser-
vice for customers and banking partners.

OPTIMISING OUR BUSINESS MODEL

In addition to issues concerned with ensuring future viability,
we are also implementing cost efficiency measures at the
same time. These optimisation measures play a major role
in the planned reduction of the combined ratio. This in-
cludes creating cost benefits by merging back-office func-
tions and companies in the Group when long-term benefits
due to potential synergies clearly outweigh the benefits of a
diversified market presence.

Anti-fraud

Vienna Insurance Group works continuously on optimising
processes in the area of claims management to make them
more efficient and thus reduce expenses. In 2016, a project
aimed at reducing insurance fraud was started or continued
in Austria, the Czech Republic and Poland. The model
tested in these three countries will now be transferred to
other companies.

Closed file review
In addition to fighting fraud, Vienna Insurance Group also
began a project for analysing the claims handling process

in 2016. The goal of the analysis is to ensure a uniform
group procedure for identifying and preventing unjustified
overpayments due to weak points in the claims process.

Other measures

NAME OF POLISH LIFE INSURER SKANDIA CHANGED TO VIENNA LIFE
The name of the Polish life insurance company Skandia,
which was acquired in May 2014, was changed to “Vienna
Life Towarzystwo Ubezpieczer na Zycie SA Vienna Insur-
ance Group” in October of the current year.

NAME OF UKRAINIAN LIFE INSURER JUPITER CHANGED TO KNIAZHA
LIFE

The name of the Ukrainian life insurance company Jupiter
was changed to “Private Joint-Stock Company "Insurance
Company "Kniazha Life Vienna Insurance Group" in Sep-
tember of the current year.

CALL-IN AND REPAYMENT OF SUPPLEMENTARY CAPITAL BONDS

In December 2016, VIG informed the market that it was call-
ing in two supplementary capital bonds. As the issuer, VIG
repaid around EUR 256 million on the first ordinary call-in
date effective 12 January 2017. A new bond in the amount
of EUR 400 million was issued in 2015 based on the call-
ability of the two supplementary capital bonds mentioned.
Due to the careful long-term financial planning of the Group,
the call therefore had no negative effects on the Group’s
rating and hardly any effect on solvency. Instead, VIG pro-
vided proof of its reliability as a bond issuer.
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Our core business has always required being able to think in
terms of and for many generations, assume responsibility and
satisfy all of the future commitments we make to customers
today. As a successful international insurance group, we want
to actively fulfil our responsibility by helping create a future
worth living. This section provides an insight into our extensive
involvement in the area of corporate social responsibility (CSR).

OVERVIEW
THE IMPORTANCE OF INSURANCE TO SOCIETY

It is difficult to imagine a modern society without insurance.
It fulfils a number of important economic functions that have
become integral parts of our world. These functions include,
for example, the following:

Asset protection:

Purchasing insurance coverage decreases the likelihood of
catastrophic losses for individuals and allows existing as-
sets to be protected using, for example, household insur-
ance. However, insurance protection also promotes readi-
ness to implement new innovative business ideas. A small
company that wanted to introduce an innovative product to
the market would probably be too scared to do so if it could
not purchase product liability insurance.

Better handling of risks:

Insurance companies have a great deal of experience in
managing risks and can reduce potential losses by, for ex-
ample, technical testing, plant inspections or providing ad-
vice. Insurers also perform research into the causes of
losses that can be used to reduce or even prevent future
losses. Prompt provision of funds to remedy primary losses
can prevent consequential losses affecting other individuals
or companies.

Capital accumulation:

Insurance companies also play a role in capital accumula-
tion. Funds are created to cover insurance payments, es-
pecially for life insurance. This means that insurance com-
panies are important providers of capital to the economy
and make long-term capital available for many productive
uses.

Promotion of stakeholder-oriented management:
As a rule, insurance premiums are calculated based on
risk — the higher the risk, the higher the premium. As a result,
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Corporate social responsibility

extremely high risks are never even assumed in the first
place. Insurance companies play a type of monitoring role
in this case. This role is particularly relevant for environmen-
tal protection. Companies that could potentially be sued for
environmental pollution generally purchase insurance cov-
erage against claims for damages. Since the premium for
assuming extremely high risks would be far too high, insur-
ance companies in effect promote the use of preventive
measures to avoid environmental pollution.

Relieving the state:

Purchasing insurance protection also provides a public
benefit. Individuals purchase insurance products to make
personal provision for their old age or cover risks in their
day-to-day lives. When this is not done, and individuals suf-
fer losses they are unable to bear themselves, then the loss
generally has to be covered by the state, i.e. taxpayers.

SUSTAINABLE SUCCESS

The Group’s roots reach back to the year 1824, when the
oldest of the three companies was formed in Austria that
subsequently led to the current Wiener Stadtische com-
pany and then to Vienna Insurance Group. In 1990, the
Company was among the first Western European insurance
companies to recognise and take advantage of the favour-
able political turning point in Eastern Europe and the growth
opportunities that were offered by venturing into the market
in the former Czechoslovakia. Further expansion followed —
while applying good judgement and assessing the opportu-
nities and risks — throughout the entire CEE region. The
Group is now represented by around 50 insurance com-

ORGANISATIONAL INTEGRATION OF CSR

VIG feels that CSR concerns the Group as a whole and has
therefore made it a Managing Board responsibility. A CSR Of-
ficer exists at the holding company level in the General Secre-
tariat, which is directly below the Managing Board. The CSR Of-
ficer is responsible for coordination within the Group and con-
sults on a variety of topics with the responsible individuals in
corporate headquarters and with contacts at the major Group
companies outside Austria. Progress on these topics is ensured
by a continuous exchange of information and by workshops in
which information is shared.

Vienna Insurance Group
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panies in 25 countries. Careful, risk-conscious corporate
management and the tireless commitment of our local em-
ployees are the reasons why VIG holds a leading position in
many of its markets. This success story has been guided at
all times by long-term thinking, responsible action and ef-
forts to combine business and social goals, and this will
continue to be the case in the future.

STABLE OWNERSHIP

Around 30% of VIG shares are in free float and the remain-
ing 70% are held by Wiener Stadtische Versicherungsverein,
the principal shareholder of Vienna Insurance Group. This
principal shareholder shares VIG’s business values and has
an interest in the long-term, sustainable and successful per-
formance of the Group. As a result, Vienna Insurance Group
does not need to take actions aimed solely at short-term
performance, but can, for example, remain in a market that
is experiencing temporary difficulties but nevertheless has a
great deal of long-term potential. Wiener Stadtische
Versicherungsverein also provides assistance to Vienna
Insurance Group for cultural and social concerns in accord-
ance with its articles of association. Great importance is
placed on cross-border cultural exchanges, and on coop-
erations and initiatives that provide support for socially ac-
tive organisations.

SUSTAINABILITY INDICES
VIG was included in the FTSE4Good and VONIX indices in 2016:

FTSE4GOOD

The FTSE4Good index was developed to highlight com-
panies implementing far-reaching measures in the environ-
mental, social and governance area. VIG shares were in-
cluded in this global index in the middle of 2007.

VONIX

The first Austrian sustainability in-
dex, VONIX, comprises listed Aus-
trian companies that are leaders
in social and environmental per-
formance. Vienna Insurance Group
shares have been included in this index since the middle of
2005.

.oo®
VONIX

INDEX-16/17
MEMBER

FOCUSING ON IMPORTANT ISSUES

IDENTIFYING MATERIAL SOCIAL AND
ENVIRONMENTAL TOPICS

In order to assume responsibility, the Company must first
know its stakeholders’ expectations. Doing this makes it
possible to consider sustainability management from a stra-
tegic viewpoint and focus on material issues.

To ensure that VIG, with its many important social connec-
tions, did not lose itself in the broad area of social respon-
sibility, the Group set out to involve major stakeholders in
identifying the main social, environmental and economic is-
sues for the Group. A multi-stage analysis process was ini-
tiated so that VIG’s social contribution cannot only be iden-
tified, but also checked for significance with stakeholders,
amended and improved.

To begin the process, a list of potentially relevant CSR topics
was prepared from the following sources: statutory require-
ments, criteria based on international standards, analy-
sis of internal documents, reports by international peers and
requirements for sustainability ratings. This was followed by
an internal workshop where the individual issues were ex-
amined for relevance to Vienna Insurance Group and as-
signed to separate topic areas.
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|dentifying the key CSR themes

MATERIALITY ANALYSIS PROCESS

The following sources were referred to in order to select the topics:

legal requirements international standards peer group comparisons sustainability ratings internal documents

(

Potentially relevant CSR topics were collected, and then a list of topics was drawn up.

<

The individual topics were reviewed at a workshop with experts from VIG Holding and by the CSR contacts from Group companies to test their relevance for VIG.
The topics that resulted from this were assigned to five major topic areas.

inabl in
SUBEL IS EIEES Product and customer

responsibility

Involving and developing

practices and compliant

behaviour society

qi: N

An online questionnaire was developed to involve external stakeholders, as well as employees and management.
Respondents ranked the topics in the topic areas according to their importance and then ranked the topic areas themselves.
The results were transferred to a MATERIALITY MATRIX.

(

Long-term stability and
profitable growth

highest priority

’ ) Customer satisfaction
Social and environmental factors @

in the business strategy ‘

Products and services with added
social or environmental value
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compliant behaviour
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-
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ONLINE SURVEY

In the middle of September 2016, an online questionnaire
based on this preliminary work was sent to internal stake-
holders (employees, management) and external interest
groups, consisting of large clients, distribution partners, in-
vestors, analysts, political stakeholders, NGOs, various ex-
perts, the media and suppliers. The questionnaire asked re-
spondents to rank the collected topics in the topic areas
according to their importance for future sustainability re-
porting, and then to rank the topic areas themselves. Major
topic areas included “sustainable business practices”,
“product and customer responsibility”, “dealing with the en-
vironment”, “dealing with employees” and “involving and
developing society”, each with between two and six sub-
topics. Around 770 respondents took advantage of the op-
portunity to provide their opinions.

MATERIALITY MATRIX

The results of the survey were entered into a materiality ma-
trix (see chart on page 21). One axis (stakeholder relevance)
shows employee and external stakeholder results, and the
other axis (business relevance) shows management an-
swers. The colours indicate the topic area to which each
topic belongs.

The linear distribution of topics in the matrix does not have
any major outliers at the upper left or lower right, indicating
close agreement between the weightings and priorities of
management versus employees and external stakeholders.
Both groups rated long-term stability and profitable growth
in the “sustainable business practices” topic area as the
most important issue for corporate social responsibility.
Customer satisfaction took second place, followed closely
by social and environmental factors in the business strategy.

Vienna Insurance Group considers the stakeholder survey
and assessment of the materiality of topics to be the first

step in the Group’s future development with regard to CSR.
The materiality matrix provides important guidance for fu-
ture direction.

COMPANY VALUES AND CONDUCT
VALUES

As a large international insurance group, Vienna Insurance
Group is aware of its responsibility to interest groups and
stakeholders. VIG’s conduct towards these groups is
guided by honesty and sustainability and is based on the
following values:

e Credibility & integrity

e Customer satisfaction & quality of service
* Entrepreneurship

e Appreciation & respect

CODE OF CONDUCT

Above all, the brand Vienna Insurance Group stands for
trust and security. To fulfil these demands, a standardised
code of conduct, the Code of Business Ethics, was created
based on VIG values. It applies to all VIG employees and
governs conduct related to matters such as compliance
with laws, human rights, non-discrimination, the prevention
of market abuse, bribery, corruption, money-laundering and
terrorist financing, data protection and the environment. In
the interests of transparent corporate communication, the
Code of Business Ethics is also published on the VIG web-
site at www.vig.com/en/corporate-responsibility.

At the top level, the Vienna Insurance Group Managing
Board is responsible for application of the Code of Business
Ethics. The management bears responsibility for compli-
ance with the rules in their areas of responsibility. Em-
ployees receive training and information sessions to learn
about compliance-related topics.
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COMPLIANCE ORGANISATION

The goal of the group-wide compliance management sys-
tem of Vienna Insurance Group is to ensure compliance
with the legal provisions applicable to VIG and the oblige-
tions that it voluntarily assumes, and to promote a culture
of integrity. The Vienna Insurance Group compliance or-
ganisation has a decentralised structure. The Group
Compliance Officer works in close coordination with con-
tact persons in the compliance-relevant departments of
VIG Holding and local Group company compliance office-
ers, and coordinates communications with them. Compli-
ance also relies on an exchange of information. For ex-
ample, a Group-wide newsletter focusing on EU law is
used for this purpose. An in-depth exchange of infor-
mation and experience also takes place in Compliance
Committee meetings, which take place in Vienna Insur-

ance Group at both the holding company and Group level.

The meetings in 2016 primarily dealt with the following
topics: a number of areas in the Code of Business Ethics
(in particular the prevention of corruption, market abuse,
money laundering and terrorist financing,
and data protection) as well as changes to
EU law. Proactively providing information to
employees on compliance-related issues
also helps to raise awareness and create a
compliance-conscious environment in the

Professional han-
dling of risks due
to effective risk
management

Company | Group Management Report | Consolidated Financial Statements

In addition to training in VIG’s values and norms, the Internal
Audit department monitors compliance with these values
and norms, in particular with respect to bribery and corrupt-
tion, by periodically checking for suspicious conduct and
events that suggest unlawful conduct.

QUALITY AND RISK MANAGEMENT
COMPREHENSIVE RISK MANAGEMENT SYSTEM

Vienna Insurance Group uses effective risk management
that allows risks to be handled professionally. This is very
important for the Company, because its activities as an in-
surance group expose VIG to a large number of risks.
These include traditional underwriting risks (incl. natural
disaster risks), risks due to investments and a number of
other risks, such as operational risk and reputation risk.
Operational risk is the risk of losses related to business op-
erations, such as expertise concentration risk, personnel
shortage risk, legal and compliance risk, IT software and
security risk and process and organisational risk. Reputa-
tion risk is the risk of negative changes in the
business due to damage to a company’s
reputation. Reputation damage can shake
customer confidence and the confidence of
investors and the company’s own personnel.
Such damage can be caused, among other

entire organisation.
PREVENTION OF BRIBERY AND CORRUPTION

VIG has zero tolerance for fraud and corruption and explic-
itly rejects all forms of bribery and corruption. Offering
and/or accepting bribes, and all other forms of corruption
are strictly forbidden. VIG requires transparency, integrity
and compliance with anti-corruption and bribery laws in all
lines of business, and places great importance on legally
compliant and ethically correct conduct by all Group com-
panies and their employees.

things, by providing incorrect advice when
selling products, poor customer service, in-
correct information to investors, etc.

VIG uses a comprehensive risk management system to fully
identify, assess, manage and monitor the risks mentioned
above and many other risks to which the Company is ex-
posed. The risk management organisation is firmly an-
chored in the management culture of the Company and is
based on a clearly defined risk policy and extensive risk ex-
pertise. Further information on VIG risk management is pro-
vided in this report starting on page 144.

Vienna Insurance Group
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VIG AWARDED TUV QUALITY MANAGEMENT CERTIFICATION

VIG focuses on quality, risk minimisation and the efficiency
and effectiveness of processes and workflows. This has
now also been officially confirmed — the process depart-
ment responsible for these matters has been awarded TUV
quality certification in accordance with EN ISO 9001:2015.
Achieving this quality standard is still something quite new
in the Austrian insurance industry. Certification was
awarded after a nine-month startup phase.

ISO 9001 is a clearly recognised, globally established
standard for top quality management. The new ISO
9001:2015 certification has been in effect since the autumn
of 2015 and places greater weight on the strategic orienta-
tion of an organisation, among other things. In addition to
considering process orientation, the way that risks and op-
portunities are handled is also part of the evaluation.

Chairwoman Ms. Stadler accepts the award
© Sebastian Philipp

RESPONSIBLE INVESTMENT

“Think globally — act locally” — Vienna Insurance Group also
follows this guideline when making investment decisions. In
the area of infrastructure investments, this means supporting
local infrastructure projects that bring sustainable improve-
ments in local living conditions. An example is its ongoing
involvement in providing affordable living space in Austria. At
the end of 2016, Vienna Insurance Group had around
EUR 3.7 hillion in investments in non-profit societies that
build and renovate homes with affordable rents. This gives

a broad section of the population access to low-cost and —
due to the unlimited term of most of the rental agreements
—long-term housing. In addition to increasing the stability of
the housing market, this also promotes social solidarity,
which is an important contribution given the increase in
rents, particularly in metropolitan areas. The extensive use
of renovation in social housing also reduces heating energy
use and therefore makes an environmental contribution.
The focus on multi-story buildings also increases density,
thereby reducing space use.

A central factor in Vienna Insurance Group’s investment
philosophy is its ongoing investment in government
bonds. These investments in local government bonds
form an important part of the securities investments made
by VIG insurance companies in CEE region. These ongo-
ing investments by Vienna Insurance Group provide long-
term capital to help meet the funding needs of CEE coun-
tries.

A responsible investment strategy is particularly important
for life insurance, given the long-term obligations that are
created. Ensuring that these obligations can be fully satis-
fied in the future is a top priority when investments are made.
The life insurance companies in the Group are required to
use appropriate control measures to ensure that this is the
case. Internal analyses of maturity matching are performed
regularly in the Group using current market parameters
(vield curve).

CUSTOMER PROXIMITY USING A REGIONAL,
DECENTRALISED STRUCTURE

What is the key difference between Vienna Insurance Group
and its competitors? VIG’s multi-brand strategy sets it apart.
During its expansion, the Group decided to retain well-es-
tablished brands that already enjoyed good customer
recognition. This means that VIG operates with more than
one company and/or brand in most of its markets. The in-
dividually tailored market presence of each of the com-
panies allows them to address different target groups and
design different product portfolios.

VIG’s decentralised structure and rapid decision-making
also set it apart. Customer needs vary widely from region to
region due to differences in culture, experience and eco-
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nomic conditions. Vienna Insurance Group relies on its local
management and employees, as they know their custom-
ers the best, thereby ensuring the best possible products
and distribution based on local circumstances. This is im-
portant because needs-based product and service design
plays a key role in our ongoing efforts to reach high cus-
tomer satisfaction. Adequate freedom of action also allows
the managers to react quickly to market changes and pro-
mote product and service innovations. Vienna Insurance
Group feels this creates true customer proximity.

A number of examples are presented below in which Vienna
Insurance Group companies have developed special prod-
ucts and services for their customers.

BE WHERE THE CUSTOMER IS

Insured in seconds. Since 2015, the Polish Group company
Compensa has offered immediate purchase of motor poli-
cies using any form of mobile device, including its own ter-
minals, under its Benefia brand for non-life products. Mobile
terminals are located at post offices, cooperating banks,
supermarkets, etc. After approval by the customer, the QR
code on the vehicle registration is scanned to collect all re-
levant vehicle data. An offer is then immediately made with
a variety of modules that can be chosen. If the customer
chooses a policy, it can be purchased immediately and paid
for using a credit or debit card.

This is just one example of how Benefia is successfully re-
alising its vision to always be where the customer is. It de-
veloped its first online insurance system (“CSOU”) in 2000,
which was followed five years later by the Benefia24 online
portal. The company sold its first policy via a smartphone in
2015. And the company is still working to ensure it is one
step ahead for its customers in the future.

IMMEDIATE BENEFITS WHEN CANCER IS DIAGNOSED

One in four Austrians will be confronted with a diagnosis of
cancer during their lifetimes. In addition to great emotional
impact, this also frequently leads to additional expenses,
e.g. for household help, childcare, special methods for im-
proving tolerance to chemotherapy and radiotherapy,
etc. The new cancer policy available from the Austrian
Group company Donau Versicherung since January 2016
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offers immediate benefits when malignant cancer is diag-
nosed.

The insured can also obtain a second medical opinion from
internationally renowned experts, which can improve treat-
ment outcomes. Donau Versicherung is the first company
in Austria to work as a partner with MediGuide, a US com-
pany that has operated worldwide for 16 years and estab-
lished itself as a leading provider of medical second opin-
ions. Customers can easily obtain a professional second
opinion from leading international doctors that can then be
discussed with the treating doctor.

FULLY PERSONALISED LIFE INSURANCE

Simple, easy to understand and with many options — these
few words sum up the new “NA PRANI” life insurance poli-
cy offered by the Czech Group company Kooperativa.
Customers can decide whether their priority is financial in-
vestment or coverage for biometric risks, such as nursing
care or occupational disability. The product particularly pro-
vides coverage for many support measures in the case of
severe accidents leading to serious permanent disability,
such as physiotherapy costs, medical aids, vehicle modify-
cations, nursing care, etc. One special feature of this prod-
uct is the option to choose your own name for the product,

which is then used when communicating with the customer.

LISTEN, DISCUSS AND PROVIDE SOLUTIONS

How can insurance support local economic development?
The Romanian Group company Omniasig is discussing this
issue in the series of conferences that it jointly organises
with the most reputed financial daily newspaper Ziarul Fi-
nanciar. Corporate customers, brokers, government offi-
cials and other partners have been invited to these confer-
ences since 2015 held in many regions of Romania. They
come both as guests and as speakers. Omniasig wants to
increase public knowledge about insurance and underline
its importance for sustainable economic development. At
the same time, it wants to show that Omniasig’s range of
also customised insurance solutions for its customers can
contribute to local economic progress. The company plans
to continue these events in 2017 and hold a conference in
the Romanian capital of Bucharest to summarise the
knowledge gained from these discussions.

Vienna Insurance Group
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Omniasig CEO Mihai Tecau speaks at a conference

© Omniasig

CHANGES IN SLOVAKIAN TOWNS AND CITIES

The Slovakian Group company Komundlna has been a
long-time insurance partner for the country’s municipalities.
The company currently offers a special product for the as-
sociation of cities and municipalities of Slovakia (“ZMOS”).
The product is a policy for revitalising projects in towns and
cities that receive EU subsidies and improving the infra-
structure and therefore the quality of life of the people living
there. Streets, pavement, water supply systems, waste dis-
posal sites, parks, etc. are being revitalised for up-to-date
modern use. The mayors concerned highly value the con-
tribution that Komunalna is making with its tailor-made in-
surance product.

A SPECIAL INSURANCE PACKAGE FOR A SECOND CHANCE

A bank that tries to lose customers instead of gaining
them — is there such a thing? Yes, for 10 years the Zweite
Sparkasse and its seven branches throughout Austria have
been providing accounts and extensive financial advice to
people in financial difficulty, with the goal of quickly making
them customers of a regular bank once again. The bank is
managed by around 400 volunteer employees and was
founded by Erste Group in 2006 using funds from the non-
profit ERSTE foundation. Around 14,000 people have been
served since then.

Wiener Stadtische has been a cooperation partner of
Zweite Sparkasse almost from the beginning. At the initia-

tive of Wiener Stadtische Versicherungsverein, the Austrian
Group company Wiener Stadtische offers an insurance
package to customers of the bank that is tailored to their
needs. Basic insurance coverage is offered, providing free
legal advice once every quarter, together with free accident
insurance. Household insurance may also be purchased for
a monthly premium of only EUR 3.

RESPONSIBILITY TO EMPLOYEES

The success of an insurance company depends critically on
its employees, their qualifications, dedication and expertise
and the strength of their commitment to customer service.
Vienna Insurance Group therefore positions itself as an em-
ployer of choice in a challenging international environment
in order to search for and hire employees who can help pro-
mote its corporate culture and strategy with conviction. In
addition to international career opportunities, mobility pro-
grammes, training and advanced training, the human re-
sources area offers a large number of other initiatives, some
of which are presented below.

EXPECTATIONS OF EMPLOYEES MADE TRANSPARENT —
VIG EMPLOYEE COMPETENCE MODEL

In human resources terminology, competences are behav-
iours that enable an individual to optimally fill a position.
VIG’s Group-wide competence model provides clear de-
scriptions of the behaviours expected of employees that
contribute to the success of the Company.

These include:

e Collaboration and networking

e Openness to change solutions focus

e Service quality and customer retention

e Personal responsibility and contribution to the success of
the business

Employees and management in all Group companies are
evaluated in terms of the strength of their core compe-
tences and continuously developed. The competence
model promotes local entrepreneurship based on the prin-
ciples of cooperation and the Vienna Insurance Group phi-
losophy. These expected behaviours are used to translate
and communicate the Company’s strategy, success factors
and values. The competence model helps managers fulfil
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their key responsibility for employee development, makes
development paths visible and makes it easier to identify
development needs within Vienna Insurance Group. |denti-
fying development options creates employee motivation,
commitment and loyalty. The competence model is cus-
tomised for Vienna Insurance Group and provides adequate
flexibility for local circumstances.

EXPERT CAREER PROFILE: EXPERTS ASKED TO ENTER
THE LIMELIGHT

Experts were identified as a strategic target group while the
above-mentioned Vienna Insurance Group competence
model was being developed, due to their particular imp-
ortance to Vienna Insurance Group for implementing strat-
egy and achieving success. To give this target group greater
visibility and appreciation, and create clear development
prospects, an expert career profile was developed with the
following expert competences:

¢ A holistic approach

¢ Analysing tasks & finding innovative solutions
¢ Planning and completing tasks

¢ Effective communication

* Experts as role models

e Managing projects, processes and people

An important objective of this model is to formulate a
shared understanding and clear expectations for the con-
duct and responsibilities of this career profile. Special local
and Group-wide initiatives are also offered for experts,
such as events for promoting information exchange and
networking, and advanced training programs for learning
practical approaches to problem solving, effective com-
munication, systematic project management and similar
measures.

LEARNING FROM OUR ERRORS — HR MANAGER CONFERENCE
FOCUSES ON ERROR MANAGEMENT

The annual Human Resources Management Conference is
a key element in the Group strategy for the Group-wide ex-
change of best practices in the HR area. 41 participants from
29 Vienna Insurance Group companies in 17 countries met
once again in autumn 2016 to share their experiences. The
event offered two days of workshops and presentations and
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left a great deal of time for networking and discussion. It has
now become a tradition for the meeting to select a new focal
point each year. After Generation Y in 2015, the focus in
2016 was on dealing with errors in organisations. The con-
ference included a presentation by a renowned outside
speaker, Jan Hagan, from the ESMT Business School in Ber-
lin with the title “Confronting and managing mistakes”. He
presented a clear treatment of the topic using examples
from the field of aviation.

AVERY SPECIAL SUMMER FOR THE CHILDREN OF
VIG EMPLOYEES

Once a year, Vienna Insurance Group’s principal share-
holder, Wiener Stadtische Versicherungsverein, invites the
children of Vienna Insurance Group employees to VIG Kids
Camp. Around 500 children from 23 countries once again
spent two weeks at one of four holiday camps during the
summer of 2016. In order to attend, participants are asked
to show creativity. The motto for the drawing contest in
2016 was “Take a trip to another city — where would you like
to travel the most?” Interested children of employees be-
tween 9 and 13 years of age could participate. The most
imaginative submissions were rewarded with an invitation to
VIG Kids Camp 2016.

VIG Kids Camp
© Robert Newald
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EXTREMELY FAMILY-FRIENDLY

Many people —and many companies — feel that achieving the
proper work-life balance is one of the biggest challenges in
life. Achieving this balance is easier if it is actively promoted
by the company. VIG has a long tradition of assisting in this
area and all three Austrian insurance companies — Wiener
Stadtische, Donau Versicherung and s Versicherung — have
received the government's “berufundfamilie” (Career and
Family) seal of approval. During the audit process for the seal
of approval, companies develop family-friendly measures
specifically tailored to the circumstances and employees in
their business. After the measures have been successfully
implemented and approved by an external certification body,
the company receives the government seal of approval from
the Austrian Federal Ministry of Family and Youth.

During the audit, the three VIG companies worked together
with employees from a wide variety of areas to supplement
the measures that already existed with many new measures
aimed at improving the ability to balance career and family
in the future. A few examples are: creating an information
platform for parents and care-giving relatives, modernising
the periodic employee reviews, expanding the existing
childcare programme and creating awareness of active fa-
thers, e.g. in the form of a “Papa Week” for young fathers.

SOCIAL RESPONSIBILITY

Active social involvement has a long tradition in the Group.
For this reason, support is given to social programs and
projects dedicated to the socially less fortunate. The VIG
principal shareholder developed some of its own initiatives
in previous years to promote the social involvement of em-
ployees and Group companies and bring the volunteers into
the limelight. In addition, the “Carer with a Heart” initiative
organised by Wiener Stadtische Versicherungsverein and
Wiener Stadtische created awareness of the topic of nurs-
ing care and the future challenges it brings.

SOCIAL ACTIVE DAY — MOTIVATION FOR A GOOD CAUSE

Thousands of VIG employees send a powerful message for
more solidarity on Social Active Day. Under this initiative,
employees who want to become involved with a good
cause or social organisation are generally allowed to spend

one working day of their time on such activities. This initia-
tive was brought to life in 2011 by VIG’s principal share-
holder, Wiener Stadtische Versicherungsverein, and quickly
became a success. Around 4,400 employees from Group
companies in 20 countries participated in 2016. The Group
supported a wide range of projects and social organisations
that also differed greatly across regions. Homeless shelters
and initiatives, nursing homes, children’s aid programmes,
environmental protection programmes, refugee facilities
and many more received active support. The associations
and projects are happy to be given a helping hand, and em-
ployees gain new experiences while doing good.

Winner Non-Life and Life employees renovated the outdoor facilities of an SOS Children’s Village in
Macedonia on their Social Active Day
© Winner

AWARD IN RECOGNITION OF COMMITMENT TO VOLUNTARY
ACTIVITIES — THE UNSUNG HEROES OF THE GROUP

Since 20183, the principal shareholder of Vienna Insurance
Group has awarded an award in recognition of commit-
ment to voluntary activities to honour Group employees
who volunteer their free time to help others in a special
way. Nominations for this award are made by fellow em-
ployees, and a jury selects the winners from the many
nominations submitted. The jury chose ten impressive in-
dividuals from Austria and the CEE region in 2016. Wiener
Stadtische Versicherungsverein invited these unsung he-
roes of the Group to a ceremony in the Vienna headquar-
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ters, the Ringturm building, to honour them for their out-
standing service. The winners also enjoyed a pre-Christmas
weekend in Vienna with a busy programme of cultural
events.

GUNTER GEYER AWARD FOR SOCIAL CONSCIENCE —
ACTS OF SPECIAL COMPASSION

Since 2012, Vienna Insurance Group’s principal shareholder
has honoured VIG companies that show exceptional social
involvement with an award named after its General Manager.
This annual award — which is awarded in Gold, Silver and
Bronze —is both a way to thank the companies and motivate
them to continue. The prize money of in total EUR 100,000
is earmarked for use by Group companies in further social
projects.

Kooperativa in the Czech Republic received first place in the
Gunter Geyer Award for Social Conscience in 2016. In 2013,
the company created its own foundation to handle all CSR
activities and was able to implement a broad range of proj-
ects addressing important social issues with a high level of
employee participation. Bulstrad Life was awarded second
place. Its social activities focus on disadvantaged children,
such as children from Roma families and children with men-
tal and physical disabilities. With support from the “For Our
Children Foundation”, the company helps mothers with
newborn babies so that they do not have to give up their
children for financial reasons. The third place winner, the
Macedonian company Makeodnija Osiguruvanje, also
demonstrated extensive social involvement. By, for example,
redesigning a central playground in Skopje with customers,
it showed that help can be provided even without financial
support.

CARER WITH A HEART — CREATING AWARENESS OF
NURSING CARE

From Lake Neusiedl to Lake Constance — the search for the
best carers in the country took place for the fifth time in
2016. This initiative honours individuals who are active in
the area of nursing care on a voluntary or professional basis.
The decision was made at the beginning of November,
when a jury of experts selected two winners in each Aus-
trian state from the thousands of submissions. The winners
received EUR 3,000 in prize money donated by Wiener
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Stadtische Versicherungsverein and the Austrian Economic
Chambers.

The initiative was initiated in 2012, and the Austrian Federal
Ministry of Science, Research and Economy, Austrian Federal
Ministry of Labour, Social Affairs and Consumer Protection,
Erste Bank and the Sparkasse banks have been part-
ners from the start. “Carer with a Heart” (website: pflegerin-
mit-herz.at) has also received support from the Austrian Eco-
nomic Chambers and Austrian Chamber of Labour since
2014. The goal of the initiative has remained the same during
the five years since its formation, namely to create awareness
of issues in the area of nursing care and give thanks to the
many family members and professionals providing nursing
care.

-l_.

,Carer with a Heart" campaign 2016 with Kira Griinberg
© Wildruf

ENVIRONMENTAL RESPONSIBILITY

Conservation of resources and the environment and creating
awareness with respect to natural disasters are highly im-
portant to Vienna Insurance Group. This is shown by a vari-
ety of examples from the Group companies.

Vienna Insurance Group
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A “REWARD” FOR E-MOBILITY

The electric car trend is gaining speed. More than 5,000
electric vehicles were registered in Austria in 2015, and ex-
perts predict that the number of electric cars could increase
to 175,000 by 2020. Group company Wiener Stadtische
supported this trend towards environmentally-friendly vehi-
cles with a special “e-mobility bonus” in 2016. Customers
purchasing motor insurance (third party liability and own
damage) for an electric vehicle during a specified time period
received a one-time credit of EUR 500 toward their premi-
ums. Purchases of insurance coverage for e-bikes were also
rewarded last year. Each customer purchasing full own dam-
age coverage for an e-bike, including e-bike third party lia-
bility, received a premium of EUR 50. Wiener Stadtische also
continues to offer its preferential rates for electric vehicles.

BE AN “ECOIST”

The number of cars in Georgia has risen considerably in
the last few years. Far more than half of them are more
than 15 years old, leading to a massive deterioration in air
quality. The Georgian Group company GPIH has ad-
dressed this problem and began a campaign in 2015 un-
der the slogan “Be an ecoist, not an egoist”. The company
used original, effective media methods, such as calling in
the “air police”, to make people aware of the problem. A
separate website (www.ecoist.ge) with useful information
on environmental pollution and driving safety was set up
at the same time.

In order to promote environmentally friendly vehicles and
help solve the problem, GPIH offered large discounts on its
motor insurance for vehicles with low levels of harmful emis-
sions and low engine power. The campaign was supported
by two national NGOs and attracted a great deal of attention
in Georgia. The ecoist website recorded more than 65,000
hits. The initiative was continued in 2016. This time, the com-
pany offered to plant trees to offset the CO. emissions of
customers who purchased policies. The Georgian resort
town of Borjomi is now 2,000 trees richer. GPIH also wanted
to increase public awareness of clean air with this campaign.

KEEPING RISK ON THE RADAR

As shown by the changes in previous years, a general in-
crease is taking place in the intensity and frequency of natu-
ral disasters. The economic damage is considerable, and
the loss amounts are rising at a faster than average rate due
to increased population density and higher asset values.
Storms, hail and flooding generate losses in the millions
practically every year.

Good quality public weather and climate information plays
an important role in prevention. Group company Wiener
Stadtische therefore presented its Risk Radar in 2016. The
interactive map at risikoradar.at allows users to perform an
independent analysis of their personal risk for the first time
in Austria. Risks due to storm, hail, flooding and lightning
are available so far for users to select. Because the long-
term trend is important, two time periods (ten years and five
years) are specified. The risks can be analysed separately
or in combination to produce a detailed risk analysis. Wie-
ner Stadtische is helping to increase public awareness of
risk in this way.

CENTRAL AND EFFICIENT — THE NEW STATE HEAD OFFICES
IN UPPER AND LOWER AUSTRIA

Conserving resources is not only important for customer
products and services, but is also taken into account in the
Company’s own business activities. An example of this is
the use of energy efficiency as an important criteria for new
construction and the renovation of office buildings, such as
the new state head offices for Wiener Stadtische and Donau
Versicherung in Upper and Lower Austria and s Versicher-
ung in Upper Austria.

A central location was chosen at Dr. Karl Renner Prome-
nade 14/Schulring 23 for the new state head office that
opened in St. Pdlten in 2013. This of course says nothing
about the energy efficiency of the building, but is important
in terms of the route travelled by the around 180 employ-
ees, customers, partners, etc. In addition to the choice of
location, the building also satisfies state-of-the-art energy
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standards. Referred to as a “green building”, it incorporates
low-energy design, a photovoltaic system and geothermal
cooling of the IT and building services rooms.

The fully renovated and redesigned state head office in Up-
per Austria also wins points for its central location in the
heart of Linz and outstanding infrastructure in the area. To
optimise energy efficiency in the state head office, which
was opened in 2016, a new fagade with additional thermal
insulation and high-efficiency thermal windows was added
and cooling ceilings were installed in the offices.

SYSTEMS

[
ROMANIA

Collecting waste paper by cargo bicycle
© Omniasig

Company | Group Management Report | Consolidated Financial Statements

RECYCLING ON WHEELS

The Romanian Group company Omniasig takes part in an
innovative environmental initiative that also has a social as-
pect. “Recicleta” is a social project that was started in 2009
by Viitor Plus, a Romanian association for sustainable de-
velopment. It offers a “clean” pickup service for recyclable
waste (mainly paper, but also including PET bottles and alu-
minium) in Romania’s capital city for companies with small
and medium amounts of waste. This is noteworthy, be-
cause recycling is otherwise only economical for large
quantities of waste in Bucharest. “Ricicleta” employs people
who are having difficulty entering the labour market.

Cargo bicycles are used to pick up waste paper at regular
intervals from companies in Bucharest — including the of-
fices of Omniasig since 2014 — and take it to a large collec-
tion point. In its first six years, “Recicleta” has transported
around 290 tonnes of waste that was subsequently recy-
cled. This is a major success, particularly given the coun-
try’s extremely low recycling rate. Omniasig collected
around two tonnes of waste paper and cardboard for recy-
cling in 2016. The company plans to expand its recycling to
include PET bottles, aluminium cans and old batteries in the
future.

Vienna Insurance Group
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Transparency and stakeholder trust are important to us.
Observance of and compliance with the provisions of the
Austrian Code of Corporate Governance therefore play an
important role in Vienna Insurance Group.

The Austrian Code of Corporate Governance (OCGK) was
introduced in 2002 and is amended periodically to account
for changes in the law and current trends. It is the standard
for proper corporate governance and control in Austria.
Provisions of the Code contribute to strengthening of trust
in the Austrian capital market, and the report that com-
panies are required to publish on compliance with these
provisions requires a high level of transparency.

Vienna Insurance Group is committed to the application of
and compliance with the January 2015 version of the Aus-
trian Code of Corporate Governance. § 267b UGB (Con-
solidated Corporate Governance Report) is also applied
when preparing this report.

The Austrian Code of Corporate Governance is available
to the public both on the Vienna Insurance Group
website at www.vig.com/ir and the website of the
Austrian Working Group for Corporate Governance at
Www.corporate-governance.at.

Vienna Insurance Group views corporate governance as a
continuous process that changes in response to new con-
ditions and current trends and must be continuously im-
proved for the benefit of the Group and all its stakeholders.
The goal of all corporate governance measures is to ensure
responsible corporate management aimed at long-term
growth while simultaneously maintaining effective corporate
control.

Vienna Insurance Group Managing Board, Supervisory
Board and employees consider observance of and compli-
ance with the rules of the Austrian Code of Corporate Gov-
ernance to be highly important for the practical implement-
tation of corporate governance. Vienna Insurance Group’s
declaration of adherence to the Code, discussions regard-
ing the areas of deviation and detailed information on the
composition of, procedures followed by and the compen-
sation of the Managing Board and Supervisory Board are
clearly organised and presented below.

The rules of the Austrian Code of Corporate Governance

are divided into the following three categories:

¢ Rules based on mandatory legal requirements (“Legal
Requirement”)

* Rules based on standard international requirements.
Non-compliance with these rules must be declared and
explained in order to comply with the Code (“Comply or
Explain”)

* Non-compliance with rules of a purely recommending
nature does not need to be disclosed or explained
(“Recommendation”)

VIG complies with all of the “Legal Requirements” of the
Austrian Code of Corporate Governance as set forth by law.
VIG deviates from one “Comply or Explain” rule, as ex-
plained below:

RULE 41

The supervisory board shall set up a nomination committee.
In cases of supervisory boards with no more than six mem-
bers (including employees’ representatives), the function
may be exercised by all members jointly. The nomination
committee submits proposals to the supervisory board for
filing mandates that become free on the management
board and deals with issues relating to successor planning.

Explanation: Because of its special importance, the entire
issue of successor planning is handled by the Supervisory
Board. The Vienna Insurance Group Supervisory Board has
therefore not established a nomination committee.

VIG’s scope of consolidation also includes capital market-
oriented subsidiaries that are required by the legal systems
applicable to them to prepare and publish corporate govern-
ance reports. These include: Bulstrad Non-Life (Bulgaria),
Makedonija (Macedonia) and Ray Sigorta (Turkey). The cor-
porate governance reports are included in the annual reports
of these companies and can be accessed on their web-
sites: www.raysigorta.com.tr (About > Investor Relations),
www.bulstrad.bg/en/ (About Bulstrad > Financial Results),
www.insumak.mk (website link: http://insumak.mk/sobranie-
na-akcioneri.php). Any areas of deviation, and the reasons
for these deviations, are indicated in the corporate govern-
ance reports for these countries.
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MEMBERS OF THE MANAGING BOARD AND AREAS OF RESPONSIBILITY AS OF 1 JANUARY 2017

Vienna Insurance Group Managing Board is made up of six people:

Elisabeth Stadler

General Manager

Year of birth: 1961

Date first appointed: 1 January 2016
End of current term of office:

30 June 2018

Franz Fuchs

Year of birth: 1953

Date first appointed: 1 October 2009
End of current term of office:

30 June 2018

Elisabeth Stadler studied actuarial theory at the Vienna Technical University and be-
gan her career in the Austrian insurance industry as a Board member and chair. In
May 2014, she was awarded the professional title of professor by Federal Minister
Gabriele Heinisch-Hosek for her services in the insurance industry. She served as
General Manager of Donau Versicherung from September 2014 to March 2016 and
has been General Manager of VIG since 2016.

Areas of responsibility: Management of the VIG Group, strategic issues, European
issues, corporate communications and marketing, sponsorship, people manage-
ment, group development and strategy

Country responsibilities: Austria, Czech Republic

Positions held on the Supervisory Boards of other Austrian and foreign companies
outside of the Group: Osterreichische Post AG, Bank Austria Real Invest Immobilien
Kapitalanlage GmbH (until 6 March 2017), Die Osterreichische Hagelversicherung,
Casinos Austria AG

Elisabeth Stadler also has an active role on the Supervisory Boards of material
Vienna Insurance Group companies: Wiener Stadtische, Donau Versicherung, s Ver-
sicherung, Kooperativa (Czech Republic), CPP, PCS, InterRisk

Franz Fuchs began his career in the insurance industry as an actuary. He held leading
management positions in other international companies as a specialist in the life insur-
ance area and pension funds before joining VIG. Franz Fuchs was Chair of the Man-
aging Board of Compensa Non-life and Compensa Life from 2003 to the beginning of
2014. He has been Chair of the Managing Board of VIG Polska since 2003. He was
first appointed to the Vienna Insurance Group Managing Board on 1 October 2009.

Areas of responsibility: Performance management personal and motor insurance, as-
set risk management

Country responsibilities: Baltic states, Moldova, Poland, Ukraine

Positions held on the Supervisory Boards of other Austrian and foreign companies
outside of the Group: C-QUADRAT Investment AG

Franz Fuchs also has an active role on the Supervisory Boards of material” Vienna

Insurance Group companies: Kooperativa (Czech Republic), CPP, PCS, InterRisk,
Omniasig.

Vienna Insurance Group

33



34

Roland Gréll

Year of birth: 1965

Date first appointed: 1 January 2016
End of current term of office:

30 June 2018

Judit Havasi

Year of birth: 1975

Date first appointed: 1 January 2016
End of current term of office:

30 June 2018

Roland Grdll studied at the Vienna University of Economics and Business and joined
Wiener Stadtische in 1994 in the Finance and Accounting department. He became
Deputy Head of the Finance and Accounting department in 2003, and was head of
this department from 2008 until the end of 2015. Roland Gréll was also a member of
the Managing Board of Donau Versicherung for two years. He has been a member
of the Vienna Insurance Group Managing Board since January 2016.

Areas of responsibility: Group IT/SAP, international processes and methods
Country responsibilities: Bosnia-Herzegovina, Croatia, Macedonia, Romania

Roland Grdll also has an active role on the Supervisory Board of a material” Vienna
Insurance Group company: Omniasig.

Judit Havasi has worked for the Group since 2000. She began as an internal audit
employee in UNION Biztosité and became the head of this company in 2003. Before
her appointment to the Managing Board of Wiener Stadtische in 2009, Judit Havasi
was a substitute member of the Managing Board of Wiener Stadtische and a member
of the Managing Board of UNION Biztosité in Hungary. Judit Havasi was Deputy Gen-
eral Manager of Wiener Stadtische from July 2013 to the end of 2015. She was also
a substitute member of the Vienna Insurance Group Managing Board starting in
2011. She has been a member of the Vienna Insurance Group Managing Board since
January 2016.

Areas of responsibility: Solvency Il, planning and controlling, law

Country responsibilities: Slovakia

Positions held on the Supervisory Boards of other Austrian and foreign companies
outside of the Group: Erste&Steiermarkische Bank d.d., Die Zweite Wiener Vereins-
Sparcasse

Judit Havasi also has an active role on the Supervisory Boards of material” Vienna

Insurance Group companies: Wiener Stadtische, Donau Versicherung, Kooperativa
(Slovakia).
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Peter Hofinger

Year of birth: 1971

Date first appointed: 1 January 2009
End of current term of office:

30 June 2018

Martin Simhandl, CFO

Year of birth: 1961

Date first appointed: 1 November 2004
End of current term of office:

30 June 2018

The Managing Board as a whole is responsible for enterprise risk management (Solvency l), general secretariat, the actuarial
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Peter Hofinger has been a member of the Vienna Insurance Group Managing Board
since 1 January 2009. Prior to that, he was director of the Managing Board of Donau
Versicherung. He joined this company in 2003. Previously, he held management po-
sitions outside the Group in Hungary, the Czech Republic and Poland.

Areas of responsibility: International corporate and large customer business, Vienna
International Underwriters (VIU), reinsurance, group development and strategy

Country responsibilities: Albania (incl. Kosovo), Bulgaria, Montenegro, Serbia, Hun-
gary, Belarus

Martin Simhandl began his career with the Group in 1985 in the legal department of
Wiener Stadtische. In 1995, he became head of the subsidiaries department and in
2003, he took over coordination of the Group’s investment activities. In 2002 and
2003, Martin Simhand! was also a member of the Managing Boards of InterRisk Non-
life and InterRisk Life in Germany, with responsibility for the areas of property insur-
ance, reinsurance and planning/controlling. On 1 November 2004, Martin Simhandl
was appointed to the Managing Board of the Company.

Areas of responsibility: Asset management, subsidiaries department, finance and ac-
counting, treasury/capital markets

Country responsibilities: Germany, Georgia, Liechtenstein, Turkey
Positions held on the Supervisory Boards of other Austrian and foreign companies

outside of the Group: CEESEG Aktiengesellschaft, Erste Asset Management, Wiener
Hafen Management GmbH, Wiener Bérse AG

department, Group compliance, internal audit and investor relations.

The following two substitute members were also appointed to the Managing Board and will become members of the Man-

aging Board if a member of the Managing Board becomes permanently incapable of performing his or her duties:

Martin Divi§ (year of birth: 1973)
Gabor Lehel (year of birth: 1977)

" VIG considers all companies that contribute at least 2% of written premiums and at least 2% of profit before taxes to be

“material”.
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MEMBERS OF THE SUPERVISORY BOARD AS OF
31 DECEMBER 2016

Giinter Geyer

Chair

Year of birth: 1943

Date first appointed: 2014

End of current term of office: 2019

Gunter Geyer joined Wiener Stadtische in 1974 and was
appointed to the Managing Board in 1988. In 2001, he be-
came General Manager and Chair of the Managing Board.
Working in a variety of positions in Austria and the CEE re-
gion, he played a major role in VIG’s development into a
successful international insurance group. GUnther Geyer re-
signed from his position as Chair of the Managing Board of
Vienna Insurance Group effective 31 May 2012 and has
held the position of Chair of the Supervisory Board since
2014. He is Chair of the Managing Board of Wiener
Stadtische Wechselseitiger Versicherungsverein, the princi-
pal shareholder of Vienna Insurance Group.

Karl Skyba

1t Deputy Chair (until 30 April 2017)
Year of birth: 1939

Date first appointed: 1992

End of current term of office: 2019

Karl Skyba began working with the City of Vienna after
graduating from high school in 1957, and his career path
took him through a wide variety of positions in the local ad-
ministration of the City of Vienna. After completing part-time
law studies, he held the position of General Manager of the
Vienna public utilities from 1991 to the end of 2002.

Maria Kubitschek

2" Deputy Chair

(since 6 September 2016)

Year of birth: 1962

Date first appointed: 2014

End of current term of office: 2019

After completing her studies in social sciences and eco-
nomics at the University of Vienna, Maria Kubitschek began
working for the Vienna Chamber of Labour in 1988. After

holding a variety of management positions, she was the
Head of the Economic Division of the Vienna Chamber of
Labour starting in 2001, with a short interruption from 2011-
20183 (management position in the cabinet of the Austrian
Federal Ministry for Transport, Innovation and Technology),
and has been Deputy Director of the Vienna Chamber of
Labour since in 2016. She is also a Member of the Managing
Board of the Austrian Institute of Economic Research (WIFO).

Bernhard Backovsky

Year of birth: 1943

Date first appointed: 2002

End of current term of office: 2019

Bernhard Backovsky was ordained as a priest in 1967 and
chosen as the 66th provost of Klosterneuburg Monastery in
December 1995, a position that he still holds today. He has
also been Abbott President of the Canons Regular of the
Lateran Congregation of Austria since 18 October 2002 and
was Abbott Primate of the Confederation of the Canons
Regular of St. Augustine from 19 October 2010 to
16 October 2016. In addition to numerous other honours, at
the end of 2010 he received the Grand Decoration of Hon-
our in Silver for Services Rendered to the Republic of Austria
for supporting the Foundation for Street Children in Romania.
VIG has been a partner of Klosterneuburg Monastery for
many years. The former provost of the monastery, Gaudenz
Dunkler, was one of the founding fathers of “Wechselseitige
k.k. priv. Brandschaden-Versicherungs-Anstalt” in 1824,
which subsequently developed into Wiener Stadtische Ver-
sicherungsverein and then into Wiener Stadtische and VIG.

Martina Dobringer

Year of birth: 1947

Date first appointed: 2011

End of current term of office: 2019

Martina Dobringer has held management positions in the
Coface Group since 1989 and was General Manager and
Chair of the Managing Board of Coface Austria Holding AG
from 2001 to 2011. In 2011, she was awarded the Grand
Decoration of Honour in Silver for Services Rendered to the
Republic of Austria and in 2006 became the first Austrian
businesswoman to receive the highest French decoration
(“Chevalier dans I'ordre de la Légion”).
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Rudolf Ertl

Year of birth: 1946

Date first appointed: 2014

End of current term of office: 2019

Rudolf Ertl has a Doctor of Laws degree and has been
with the Group since 1972. He was a Member of the Man-
aging Board of Wiener Stadtische until the end of 2008
and Member of the Managing Board of Donau Versicher-
ung until June 2009. He is a Member of the Managing
Board of Wiener Stadtische Wechselseitiger Versicher-
ungsverein, the principal shareholder of Vienna Insurance
Group.

Heinz Ohler

Year of birth: 1945

Date first appointed: 2002

End of current term of office: 2019

Heinz Ohler joined the Tyrolean Regional Health Insurance
Fund in 1990, where he initially acted as Manager of the
Finance Department and later held an executive position
until 2011. Handball has been one of his passions since he
was a child and he has held many positions in the sports
world, including being appointed as a Member of the
Tyrolean State Sports Council in November 2016.

Reinhard Ortner t
Year of birth: 1949
Date first appointed: 2007

Reinhard Ortner died unexpectedly at the age of 68 on
21 January 2017. He had been a Member of the Supervi-
sory Board since 2007 (Wiener Stadtische and then Vienna
Insurance Group). Reinhard Ortner worked in a variety of
management positions in Erste Group during the entire 45
years of his professional career. He was highly appreciated
for his humanity and consistently fair treatment of business
partners and colleagues. We remember him with great re-
spect and admiration.

Georg Riedl

Year of birth: 1959

Date first appointed: 2014

End of current term of office: 2019
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After completing his legal studies at the University of Vi-
enna, Georg Riedl has worked as an independent lawyer
since 1991. His areas of specialisation include company
law, mergers and acquisitions, private foundation law and
tax law.

Gertrude Tumpel-Gugerell

Year of birth: 1952

Date first appointed: 2012

End of current term of office: 2019

Gertrude Tumpel-Gugerell was Vice Governor of the
National Bank of Austria (OeNB) from 1998 to 2003 and
Member of its Board of Directors from 1997 to 2003. During
this period, she was also the Austrian Vice Governor to the
International Monetary Fund and a Member of the Eco-
nomic and Financial Committee, the most important eco-
nomic policy advisory committee of the European Union.
Gertrude Tumpel-Gugerell was responsible for the Econom-
ics and Financial Markets portfolios at the National Bank of
Austria. From 2003 to 2011, she was a Member of the Ex-
ecutive Board of the European Central Bank.

SUPERVISORY BOARD INDEPENDENCE

In accordance with Rule 53 of the Austrian Code of Corpo-
rate Governance, the Supervisory Board of VIG has estab-
lished the following criteria for independence:

e The Supervisory Board member has not been a member
of the Managing Board or a senior manager of the Com-
pany or subsidiary of the Company in the last five years.

e The Supervisory Board member does not have a busi-
ness relationship with the Company or a subsidiary of the
Company that is of such significant scope for the Super-
visory Board member that it affects his or her activities on
the Supervisory Board to the detriment of the Company.
This also applies to business relationships with com-
panies, in which the Supervisory Board member has a
significant economic interest. The approval of individual
transactions by the Supervisory Board in accordance with
§ 95(5)(12) of the Austrian Stock Corporation Act (AktG)
or § 15(2)()) of the Articles of Association does not auto-
matically lead to a classification of non-independence.
For the purpose of clarification, it is expressly noted that
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the purchase or existence of insurance policies with the
Company has no adverse effect on independence.

e The Supervisory Board member has not been an auditor
of the Company’s financial statements or held an owner-
ship interest in or been an employee of the auditing com-
pany executing such auditing in the last three years.

e The Supervisory Board member is not a member of the
Managing Board of another company that has a member
of the Company’s Managing Board on its Supervisory
Board.

e The Supervisory Board member is not a close family
member (direct descendant, spouse, partner, parent, un-
cle, aunt, brother, sister, niece, nephew) of a member of
the Managing Board or individuals holding one of the po-
sitions described above.

e The Supervisory Board as a whole is to be considered
independent if at least 50% of the members elected by
the general meeting satisfy the criteria above for inde-
pendence of a Supervisory Board member.

All members of the Supervisory Board have declared
whether they can be considered independent based on the
criteria specified by the Supervisory Board. The following
members are independent in terms of the points mentioned
above: Karl Skyba, Bernhard Backovsky, Martina Dobringer,
Maria Kubitschek, Heinz Ohler, Reinhard Ortner T, Georg
Riedl, Gertrude Tumpel-Gugerell.

No member of the Supervisory Board is a shareholder with
more than 10% of the shares of the Company.

The following members of the Supervisory Board held Super-
visory Board positions or comparable positions in Austrian
or foreign listed companies as of 31 December 2016:

Martina Dobringer
Praktiker AG

Georg Riedl
AT&S Austria Technologie und Systemtechnik AG
Bwin.Party Digital Entertainment Plc (until 31 January 2016)

Gertrude Tumpel-Gugerell
Commerzbank AG
OMV AG

SUPERVISORY BOARD COMMITTEES

The following qualified Supervisory Board committees were
established to increase the efficiency of the Supervisory
Board and address complex issues:

COMMITTEE FOR URGENT MATTERS (WORKING COMMITTEE)

The Committee for Urgent Matters (Working Committee)
decides on matters that require an approval of the Super-
visory Board, but cannot be deferred to the next ordinary
Supervisory Board meeting because of particular urgency.

Giinter Geyer (Chair)
18t substitute: Gertrude Tumpel-Gugerell
2" substitute: Reinhard Ortner t

Karl Skyba (Deputy Chair)
18t substitute: Georg Ried!
2" substitute: Reinhard Ortner T

Rudolf Ertl
15t substitute: Martina Dobringer
2" substitute: Reinhard Ortner t

AUDIT COMMITTEE (ACCOUNTS COMMITTEE)

The Audit Committee (Accounts Committee) is responsible
for the duties assigned by § 92(4a) no. 4 of the Austrian
Stock Corporation Act (AktG) and § 123(9) of the Austrian
Insurance Supervision Act (VAG), namely:

1. Monitoring the accounting process and providing recom-
mendations or suggestions for ensuring its reliability;

2. Monitoring the effectiveness of the Company’s internal
control system and, if applicable, the internal audit function
and risk management system;

3. Monitoring the audit of the financial statements and con-
solidated financial statements taking into account findings
and conclusions in reports published by the supervisory
authority for financial statement auditors in accordance
with § 4(2) no. 12 of the Austrian Auditor Supervision Act
(APAG);
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4. Checking and monitoring the independence of the finan-
cial statement auditor (consolidated financial statement audi-
tor), in particular with respect to the additional services pro-
vided for the audited company; Art. 5 of Regulation (EU) No.
537/2014 and § 271a(6) UGB apply;

5. Reporting the results of the financial statement audit to
the Supervisory Board and explaining how the financial
statement audit has contributed to the reliability of the finan-
cial reports and the role of the Audit Committee in this;

6. Auditing the annual financial statements and performing
preparations for their approval, examining the proposal for
appropriation of profits, the management report, solvency
and financial position report and, if applicable, corporate
governance report, and presenting a report on the audit
findings to the Supervisory Board or Board of Directors;

7. If necessary, auditing the consolidated financial statements
and Group management report, the solvency and financial
position report at the Group level and the corporate govern-
ance report at the consolidated level, and reporting the results
of the audit to the Supervisory Board or Board of Directors;

8. Performing the procedure for selecting the financial state-
ment auditor (consolidated financial statement auditor), tak-
ing into account the appropriateness of the fees, and rec-
ommending the appointment of a financial statement audi-
tor (consolidated financial statement auditor) to the Super-
visory Board in accordance with Art. 16 of Regulation (EU)
No. 537/2014.

Furthermore, in a meeting (another meeting, in addition to the
meeting required by law), the Audit Committee (Accounts
Committee) specifies how the two-way communication be-
tween the (consolidated) financial statements auditor and the
Audit Committee has to take place, while making provision
for exchanges to take place between the Audit Committee
(Accounts Committee) and the (consolidated) financial state-
ments auditor without the presence of the Managing Board.

All of the members of the Audit Committee are experienced
financial experts with knowledge and practical experience
in finance, accounting and reporting that satisfy the require-
ments of the Company.
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Gertrude Tumpel-Gugerell (Chair)
18t substitute: Karl Skyba
2n substitute: Heinz Ohler

Georg Riedl (Deputy Chair)
18t substitute: Karl Skyba
2n substitute: Heinz Ohler

Reinhard Ortner 1
18t substitute: Maria Kubitschek
2nd substitute: Heinz Ohler

Giinter Geyer
1%t substitute: Maria Kubitschek
2nd substitute: Heinz Ohler

Rudolf Ertl
1%t substitute: Karl Skyba
2n substitute: Heinz Ohler

Martina Dobringer
18t substitute: Maria Kubitschek
2n substitute: Heinz Ohler

COMMITTEE FOR MANAGING BOARD MATTERS
(COMPENSATION COMMITTEE)

The Committee for Managing Board Matters (Compensa-
tion Committee) deals with personnel matters of the Man-
aging Board. The Committee for Managing Board Matters
therefore decides on terms of employment contracts with
members of the Managing Board and their compensation
and examines remuneration policies at regular intervals.

Giinter Geyer (Chair)
Karl Skyba (Deputy Chair)
Substitute member: Rudolf Ertl

STRATEGY COMMITTEE

The Strategy Committee cooperates with the Managing
Board and, when appropriate, with experts that it consults,
to prepare fundamental decisions that must then be de-
cided on by the Supervisory Board as a whole.
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Giinter Geyer (Chair)
18t substitute: Gertrude Tumpel-Gugerell
2" substitute: Reinhard Ortner t

Karl Skyba (Deputy Chair)
18t substitute: Georg Ried|
2" substitute: Reinhard Ortner t

Rudolf Ertl
18t substitute: Martina Dobringer
2" substitute: Reinhard Ortner t

In 2014, the Supervisory Board gave its consent to VIG
Holding and other companies in the VIG Group that allowed
them to use legal services of Georg Riedl, Member of the
Supervisory Board, and engage him or his law firm to act
as a representative and provide advisory services on a proj-
ect-related basis on normal market terms. Georg Ried! pro-
vided no advisory services in financial year 2016. The Com-
pany did not enter into any other contracts with members
of the Supervisory Board in 2016 that would have required
an approval of the Supervisory Board.

PROCEDURES FOLLOWED BY THE MANAGING BOARD AND
SUPERVISORY BOARD

Managing Board

The Managing Board manages the business of the Com-
pany under the leadership of its Chair and within the con-
straints of the law, articles of association, rules of procedure
for the Managing Board and rules of procedure for the Su-
pervisory Board.

The Managing Board meets when needed (generally each
week or every two weeks) to discuss current business de-
velopments and makes necessary decisions and resolu-
tions during the course of these meetings. The members of
the Managing Board continuously exchange information
with each other and the heads of various departments.

Supervisory Board

The Supervisory Board performs all activities defined under
the law, articles of association and rules of procedure of the
Supervisory Board. In order to ensure effectiveness and ef-
ficiency of its activities and procedures, the Supervisory

Board examines its procedures regularly in the form of a
self-evaluation at least once a year. The results of the 2016
self-evaluation once again demonstrate that the practices
used to meet the requirements of the Austrian Stock Cor-
poration Act and the Austrian Code of Corporate Govern-
ance and that the organisation and procedures of the Su-
pervisory Board are appropriate and satisfactorily efficient
for the business activities and business volume of the Com-
pany and Group as a whole. Requests and comments
made by members of the Supervisory Board during this
self-evaluation are taken into account.

The Supervisory Board and its committees, Chair and Depu-
ty Chair continuously monitor and periodically examine
management activities of the Company. Detailed presenta-
tions and discussions during Supervisory Board and Super-
visory Board Committee meetings serve this purpose, as do
thorough and, in some cases, in-depth discussions be-
tween the executive committee of the Supervisory Board
and members of the Managing Board, who provide com-
prehensive explanations and evidence based on supporting
documentation relating to the management and financial
position of the Company and the Group. Strategy and other
topics related to implementation of new legal requirements,
business development (overall and in individual regions),
risk management, the internal control system, internal audit
activities and the IT strategy of the Company were also dis-
cussed in the Supervisory Board meetings and discussions
with the Managing Board. The Supervisory Board holds
closed Supervisory Board meetings with the Managing
Board to discuss policy issues and determine the long-term
growth strategy.

Supervisory Board and Audit Committee also hold direct
discussions with the financial statements auditor and the
consolidated financial statements auditor in order to famil-
iarise themselves with the accounting process and audit
progress, and to inquire whether the audit has produced
any important findings. Provision was made for exchanges
between the members of the Audit Committee and the
(consolidated) financial statement auditor in such meetings
without the presence of the Managing Board, but no mem-
ber of the Audit Committee took advantage of this oppor-
tunity during the financial year. Audit reports are discussed
and debated in detail with audit managers during Audit
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Committee and Supervisory Board meetings regarding the
annual financial statements and consolidated financial
statements. The Audit Committee examined the Com-
pany’s solvency and financial position report and reported
its findings to the entire Supervisory Board. The Supervisory
Board found no grounds for objection.

The Supervisory Board also receives quarterly reports from
the internal audit department and asks the head of internal
audit to provide detailed explanations of individual issues
and audit focal points if necessary. The annual audit plan is
submitted to the Supervisory Board. The Managing Board
explains the organisation and operation of the risk manage-
ment system and internal control system to the Supervisory
Board at least once per year, and provides the Supervisory
Board with a written report on this subject so that it can
confirm the efficiency of the systems. The Audit Committee
also examines the report and assessment of the functioning
of the risk management system prepared by the (console-
dated) financial statement auditor and reports its findings to
the Supervisory Board.

At least once per year, the Managing Board presents to the
Supervisory Board the precautions taken in the Group to
prevent corruption, and the Supervisory Board discusses
these measures.

When preparing general meeting proposals concerning the
election of new Supervisory Board members, the Supervi-
sory Board takes into account the requirements of the law
and the Austrian Code of Corporate Governance that mem-
bers of the Supervisory Board must satisfy and observe.
Particular attention is paid to ensuring appropriate diversity

in the sex, age and international distribution of the members.

The Audit Committee and Supervisory Board also strictly
ensure that all of the requirements and conditions provided
for under the law and Austrian Code of Corporate Govern-
ance are fully satisfied when preparing the general meeting
proposal on selection of the (consolidated) financial state-
ment auditor. In addition, after the audit of the consolidated
financial statements has been completed, the Supervisory
Board is provided with a list showing the total audit ex-
penses for all Group companies. This list provides a sepa-
rate breakdown according to expenses for the consolidated
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financial statements auditor, the members of the network, to
which the consolidated financial statements auditor belongs,

and other financial statement auditors working for the Group.

The Supervisory Board has formed four committees from
its members, a Committee for Urgent Matters (Working
Committee), an Audit Committee (Accounts Committee), a
Committee for Managing Board Matters (Compensation
Committee) and a Strategy Committee. Detailed infor-
mation on these is provided in the “Supervisory Board Com-
mittees” section.

NUMBER OF MEETINGS OF THE SUPERVISORY BOARD AND
ITS COMMITTEES IN FINANCIAL YEAR 2016

One ordinary general meeting and five Supervisory Board
meetings distributed across the financial year were held in
2016. Five meetings of the Audit Committee were also held.
The financial statement and consolidated financial state-
ment auditor, KPMG Austria GmbH Wirtschaftsprifungs-
und Steuerberatungsgesellschaft (KPMG), attended four
Audit Committee meetings and the Supervisory Board
meeting in 2016 that dealt with the auditing of the 2015 an-
nual financial statements and 2015 consolidated financial
statements and formal approval of the 2015 annual financial
statements, and also attended the Annual General Meeting.
The Committee for Urgent Matters was contacted in writing
on two occasions. Two meetings of the Committee for Man-
aging Board Matters were held in 2016. The Strategy Com-
mittee did not hold any meetings in 2016; strategic matters
were handled by the Supervisory Board as a whole.

No member of the Supervisory Board attended fewer than
half of the Supervisory Board meetings.

Disclosure of information on Managing Board and Supervisory
Board compensation

The Company compensation guidelines are based on the
provisions of Solvency Il and entered into effect on
1 January 2016. The guidelines include standards that are
generally intended to prevent the compensation rules from
creating incentives to assume excessive risk and to avoid
conflicts of interest as far as possible. The Company
guidelines include further provisions for key positions — in
particular the variable compensation for these positions —
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that are generally aimed at promoting sustainability and
careful handling of risks. The Company guidelines apply
to insurance companies and reinsurance companies in
the Group and therefore apply to all material subsidiaries
included in the scope of consolidation.

Compensation plan for Members of the Managing Board of the
Company

Managing Board compensation takes into account the im-
portance of the Group and the responsibility that goes with
it, the economic situation of the Company, and the market
environment.

The variable portion of the compensation emphasises the
need for sustainability and achieving it fully depends criti-
cally on an analysis of the sustainable performance of the
Company that extends beyond a single financial year.

The performance-related compensation is limited. The
maximum performance-related compensation that the
Managing Board can receive by overachieving the trade-
tional targets in financial year 2016 is between 60% and
65% of fixed compensation.

Large parts of the performance-related compensation are
only paid after a delay. The delay for financial year 2016
extends to 2020. The deferred portions are awarded
based on the sustainable performance of the Group, and
non-financial factors are included in the evaluation of tar-
get achievement. For example, the performance-related
compensation for 2016 is awarded based on promotion
of those aspects of corporate governance that lead to the
expression of social responsibility in practice.

Bonus compensation can also be earned for appropriate
target achievement. In total, the members of the Managing
Board can earn variable compensation equal to a maximum
of between 81% and 93% of their fixed compensation in
this way. The Managing Board is not entitled to the perfor-
mance-related component of compensation if performance
fails to meet certain thresholds.

Even if the targets are fully met in a financial year, because
of the focus on sustainability, the full variable compensation
is only awarded if the Company also achieves positive per-
formance in the three following years.

In 2016, the key performance criteria for variable compen-
sation are the combined ratio, premium growth and the re-
sult before taxes. The key performance criteria for bonus
compensation are country-specific targets.

Managing Board compensation does not include stock op-
tions or similar instruments.

In 2016, the active members of the Managing Board re-
ceived the following from the Company for their services
during the reporting period:

e Elisabeth Stadler EUR 706,000, including EUR O variable,
e Franz Fuchs EUR 738,000 (EUR 737,000), including
EUR 226,000 (EUR 231,000) variable,

Roland Gréll EUR 511,000, including EUR O variable,
Judit Havasi EUR 511,000, including EUR O variable,
Peter Hofinger EUR 738,000 (EUR 790,000), including
EUR 226,000 (EUR 284,000) variable,

Martin Simhandl EUR 738,000 (EUR 790,000), including
EUR 226,000 (EUR 284,000) variable.

The members of the Managing Board received the following
compensation from affiliated companies for their services
provided to the Company, or as a legal representative or an
employee of an affiliated company:

e FElisabeth Stadler EUR 94,000, including EUR 94,000
variable,

¢ Judit Havasi EUR 173,000, including EUR 173,000 vari-
able.

The standard employment contract for a member of the Man-
aging Board of the Company includes a pension equal to a
maximum of 40% of the measurement base if the member
remains on the Managing Board until the age of 65 (the meas-
urement base is equal to the standard fixed compensation).

A pension is normally received only if a Managing Board
member’s position is not extended and the member is not
at fault for the lack of extension, or the Managing Board
member retires due to iliness or age.

In cases where the provisions of the Austrian Employee
and Self-Employment Provisions Act (Mitarbeiter- und
Selbststandigen-Vorsorgegesetz) are not applicable by law,

Group Annual Report 2016



the Company’s Managing Board contracts provide for a
severance payment entitlement structured in accordance
with the provisions of the Austrian Employee Act
(Angestelltengesetz), as amended in 2003, in combination
with applicable sector-specific provisions. This allows Man-
aging Board members to receive a severance payment
equal to between two and twelve months’ compensation,
depending on the period of service, with a supplement of

50% if the member retires or leaves after a long-termillness.

A Managing Board member who leaves of his or her own
volition before retirement, or leaves due to a fault of his or
her own, is not entitled to a severance payment.

Members of the Managing Board are provided a company
car for both business and personal use.

Compensation plan for the members of the Supervisory Board

In accordance with the resolutions adopted by the 21 ordi-
nary general meeting on 4 May 2012, the members of the
Supervisory Board elected by the general meeting are enti-
tled to receive compensation in the form of a payment remit-
ted monthly in advance. Members of the Supervisory Board
who withdraw from their positions before the end of a month
still receive full compensation for the month in question. In
addition to this compensation, Supervisory Board members
are entitled to receive an attendance allowance for partici-
pating in Supervisory Board meetings and Supervisory
Board committee meetings (remitted after participation in
the meeting). The total compensation paid to members of
the Supervisory Board in 2016 amounted to EUR 428,920.

The members of the Supervisory Board received the follow-
ing amounts:

GUnter Geyer EUR 73,000

Karl Skyba EUR 44,000

Maria Kubitschek EUR 38,000
Bernhard Backovsky EUR 33,000
Martina Dobringer EUR 39,000

Rudolf Ertl EUR 43,000

Heinz Ohler EUR 34,000

Reinhard Ortner T EUR 43,000

Georg Riedl EUR 37,000

Gertrude Tumpel-Gugerell EUR 43,000.

Supervisory Board compensation does not include stock
options or similar instruments.
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MEASURES HAVE BEEN PUT IN PLACE TO PROMOTE WOMEN
TO THE MANAGING BOARD, SUPERVISORY BOARD AND
MANAGEMENT POSITIONS IN THE GROUP

Women Supervisory Board members
Women hold around 18% of the positions on Vienna Insur-
ance Group supervisory boards across Europe (as at

31 December 2016) and 33% of the positions in VIG Holding.

Women Managing Board members

Women hold around 23% of the positions on the managing
boards of Vienna Insurance Group companies, around 13%
of the managing board chairs are women, and 33% in VIG
Holding. Since 1 January 2016, Elisabeth Stadler has been
the first woman managing board chair of an ATX company in
Austria.

For comparison, women held 9.8% of the managing board
positions in the 59 largest German insurance companies in
2016, and 1.7% of the managing board chair positions in
these companies.

Women in management positions

Including distribution, women hold around 42% of the man-
agement positions at the level directly below the managing
board in VIG insurance companies across Europe (not in-
cluding distribution: around 47%).

Appreciation of diversity and, therefore, removing barriers
to women'’s careers is one of the key elements of the per-
sonnel strategy at Vienna Insurance Group. In addition to
implementing this principle to, for example, the manage-
ment development process, efforts are being made to give
visibility to ambitious women at all levels, for example, by
assigning more women to attend external conferences,
platforms, etc. as representatives of the Company.

Nomination procedures for Group-wide training program-
mes for management, high potentials and experts are also
required to include equal numbers of women as far as pos-
sible, with the local human resources department bear-
ing ultimate responsibility.

In the year 2016, managing board performance-related
compensation in the individual Group companies was made
dependent on diversity and, therefore, gender criteria.
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Vienna Insurance Group is specifically involved in events
such as the “Business Riot” — the Festival for Women, Work
& Entrepreneurship, in particular making contributions on
the subject of “actively structuring women'’s careers”.

External evaluation

C-Rule 62 of the Austrian Code of Corporate Governance
provides for voluntary external evaluation of compliance
with the C-Rules of the Code at least every three years.

VIG had this evaluation performed in 2016 for the 2015
Corporate Governance Report. All evaluations came to
the conclusion that Vienna Insurance Group has complied
with all the requirements of the Code. The summarised in-
formation on these evaluations is available on the website
of Vienna Insurance Group. Another external evaluation for
financial year 2017 is scheduled for the spring of 2018.
The results of this evaluation will also be made available
on the website.

Vienna, 22 March 2017

The Managing Board:

adle

Elisabeth Stadler
General Manager,
Chairwoman of the Managing Board

Judit Havasi
Member of the Managing Board

‘/é_

“

Franz Fuchs
Member of the Managing Board

e fur

Peter Héfinger
Member of the Managing Board

(=

Roland Groll
Member of the Managing Board

Martin Simhandl
CFO, Member of the Managing Board
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The Supervisory Board reports that ‘ 4
it has taken the opportunity to
monitor the management activities
of the Company comprehensively,
both acting as a whole and peri-
odically by means of its
committees, Chairman and Deputy
Chairman. Detailed presentations
and discussions during meetings of
the Supervisory Board and its com-
mittees were used for this purpose,
as were thorough and, in some cases, in-depth discussions
with the members of the Managing Board, who provided
detailed explanations and supporting docu-mentation
relating to the management and financial position of the
Company and the Group. The strategy, business
development (overall and in individual regions), risk
management, the internal control system, internal audit
activities and the IT strategy of the Company were also
discussed at these meetings.

In accordance with the Solvency Il rules, from 2016, non-
financial aspects will be part of the performance expectations
for variable remuneration of members of the Managing
Board. VIG is committed to social responsibility and the
importance of having employees drive forward performance,
innovation and expertise, and in 2016 it included non-
financial criteria as well as financial criteria in the evaluation of
the fulfilment of goals for Managing Board members.

The Supervisory Board has formed four committees from its
members. Information on the responsibilities and com-
position of these committees is available on the Company’s
website and in the corporate governance report.

One ordinary general meeting and five Supervisory Board
meetings distributed across the financial year were held in
2016. Five meetings of the Audit Committee were also held.
The financial statement and consolidated financial state-
ment auditor, KPMG Austria GmbH Wirtschaftsprifungs-
und Steuerberatungsgesellschaft (KPMG), attended four
Audit Committee meetings and the Supervisory Board
meeting in 2016 that focused on the auditing of the annual
financial statements of 2015 and consolidated financial
statements of 2015, and formal approval of the annual
financial statements of 2015, and also attended the general
meeting. The Committee for Urgent Matters was contacted
in writing on two occasions. Two meetings of the
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Supervisory Board report

Committee for Managing Board Matters were held in 2016.
The Strategy Committee did not hold any meetings in 2016;
strategic matters were handled by the Supervisory Board
as a whole.

No agenda items were discussed in Supervisory Board
meetings in 2016 without the participation of members of
the Managing Board.

No member of the Supervisory Board attended fewer than
half of the Supervisory Board meetings. In order to ensure
the effectiveness and efficiency of its activites and
procedures, the Supervisory Board performed a self-
evaluation of its procedures. The Supervisory Board’s
evaluation of its activities found that the practices followed
satisfied the requirements of the Austrian Stock Corporation
Act and the Code of Corporate Governance, and that its
organisational structure and procedures were satisfactory
in terms of efficiency. During one of the meetings of the
Audit Committee, the members of the Committee
consulted with the (consolidated) financial statements
auditor concerning the specification of two-way com-
munications.

Acting upon the proposal and motion of the Supervisory
Board, the general meeting selected KPMG (FN 269873y)
on 29 May 2015 to be the financial statements auditor and
consolidated financial statements auditor for financial year
2016, and KPMG consequently performed these duties in
financial year 2016. By inspecting relevant documents,
meeting with the Managing Board and holding discussions
with the (consolidated) financial statements auditor, the
Supervisory Board Audit Committee was able to form a
satisfactory view of the accounting process and the
procedure used for auditing the financial statements and
consolidated financial statements, and found no reasons for
objection. The Supervisory Board Audit Committee also
monitored independence of the auditor of the financial
statements and consolidated financial statements, and after
reviewing suitable documents and supporting records
submitted to the Committee, particularly with respect to the
appropriateness of the fee and the additional services
provided to the Company, was satisfied of the auditor’s
independence status. The Austrian Auditors Supervisory
Authority has not published any reports to date in
accordance with § 4 (2) (12) APAG (Austrian Auditor
Supervision Act). The Audit Committee also considered
permitted non-audit services and approved them in
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accordance with Art. 5(4) AP-VO (EU Audit Regulation) after
the detailed discussion and examination of potential threats
to the independence of the (Group) financial statement
auditor.

The Audit Committee also reviewed the effectiveness of the
internal control system, the internal auditing system and
the risk management system by obtaining verbal and
written descriptions of the processes and organisation of
these systems from the Managing Board, the
(consolidated) financial statements auditor and the
individuals directly responsible for these areas. The Audit
Committee reported on these monitoring activities to the
Supervisory Board and stated that no deficiencies had
been identified. The Supervisory Board was also given the
opportunity during Supervisory Board meetings to verify
the functional adequacy of the existing control and auditing
systems. In addition, the audit plan and the quarterly
reports prepared by the internal audit department were
debated by the Audit Committee and Supervisory Board
and discussed with the head of the internal audit
department and the Group audit department. The Super-
visory Board found no reasons for objection.

In order to prepare the Supervisory Board proposal for
selection of the financial statements and consolidated
financial statements auditor for financial year 2017, the
Audit Committee obtained a list from KPMG of the fees
received by the company broken down by service category,
and documents concerning its licence to audit a stock
corporation. It was determined that there were no grounds
for exclusion or circumstances that could give rise to
concerns about impartiality, and that sufficient protective
measures had been taken to ensure an independent and
impartial audit. The Audit Committee also considered the
appropriateness of the fee of the financial statements and
consolidated financial statements auditor. It was also
ensured that KPMG was included in a statutory quality
assurance system. The Audit Committee reported to the
Supervisory Board on the findings of these investigations
and proposed to the Supervisory Board, which
subsequently proposed to the General Meeting that KPMG
(FN269873y) be selected as auditor of the financial
statements and consolidated financial statements for 2017.
The general meeting selected KPMG Austria GmbH
Wirtschaftsprifungs- und  Steuerberatungsgesellschaft
(FN269873y) as auditor of the financial statements and
consolidated financial statements for 2017.

In addition, the Supervisory Board Audit Committee
received the 2016 annual financial statements, man-
agement report and corporate governance report from the
Managing Board, and reviewed and carefully examined
them. The Managing Board'’s proposal for appropriation of
profits was also debated and discussed with respect to
capital adequacy and its effects on the solvency and
financial position of the Company during the course of this
examination. The Supervisory Board Audit Committee also
carefully examined the 2016 consolidated financial state-
ments and Group management report, as well as the
solvency and financial condition report (SFCR). As a result
of this examination and discussion, a unanimous resolution
was adopted to recommend to the Supervisory Board that
they be accepted without qualification. The committee
chairman informed the Supervisory Board of the discussion
and the resolutions adopted by the committee. The 2016
annual financial statements together with the management
report and corporate governance report, the 2016
consolidated financial statements together with the Group
management report, and the Managing Board’s proposal
for appro-priation of profits were subsequently taken up,
thoroughly discussed, and examined by the entire Super-
visory Board. When making the decision on appropriation
of profits, particular attention was paid to whether it could
be justified with respect to coverage of capital
requirements.

In addition, the auditor’s reports prepared by the
(consolidated) financial statement auditor KPMG for the
2016 annual financial statements and management report
and the 2016 consolidated financial statements and
Group management report were reviewed by the Audit
Committee and by the entire Supervisory Board, and
debated and discussed with KPMG. KPMG'’s audit of the
2016 annual financial statements and management report
and the 2016 consolidated financial statements and
Group management report did not lead to any
reservations. KPMG determined that the annual financial
statements comply with statutory requirements and give
a true and fair view of the net assets and financial position
of the Company as of 31 December 2016, and of the
results of operations of the Company for financial year
2016 in accordance with Austrian generally accepted
accounting principles. The management report is
consistent with the annual financial statements. The
disclosures pursuant to § 243a UGB (Austrian
Commercial Code) are appropriate. KPMG further deter-
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mined that the consolidated financial statements also
comply with statutory requirements and give a true and
fair view of the net assets and financial position of the
Group as of 31 December 2016, and of the results of
operations and cash flows of the Group for financial year
2016 in accordance with IFRS and § 138 VAG (Austrian
Insurance Supervision Act) in combination with § 245a
UGB. The Group management report is consistent with
the consolidated financial statements.

The final results of the review by the Audit Committee and
the Supervisory Board also provided no basis for
reservations. The Supervisory Board stated that it had
nothing to add to the auditor’s reports for the financial
statements and consolidated financial statements.

After a thorough examination, the Supervisory Board
therefore adopted a unanimous resolution to approve the
annual financial statements prepared by the Managing
Board, to raise no objections to the management report,
consolidated financial statements and Group management
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report, and to declare its agreement with the Managing
Board proposal for appropriation of profits.

The 2016 annual financial statements have therefore been
approved in accordance with § 96(4) AktG (Austrian Stock
Corporation Act).

The Supervisory Board proposes to the general meeting
that it approves the Managing Board’s proposal for
appropriation of profits and formally approves the actions of
the Managing Board and Supervisory Board.

Karl Skyba has resigned from his position as 1% Deputy Chair-
man of the Supervisory Board effective the end of April. In a
meseting of 6 April 2017, the Supervisory Board appointed
Rudolf Ertl to take his place as 1% Deputy Chairman of the Su-
pervisory Board. On behalf of the Supervisory Board, | would
like to thank Karl Skyba for his many years of good service
working in close collaboration with his colleagues in the Execu-
tive Committee.

Vienna, April 2017

The Supervisory Board:

L

GUnter Geyer (Chairman)
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