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Foreword

2013 was a year of challenging conditions for many
businesses. Global growth remained in low gear for the
sixth consecutive year with the slowdown also affecting
a number of emerging economies. However, despite this
ongoing sluggish economic environment, Allianz Global
Corporate & Specialty (AGCS) achieved robust results
and increased its profitability.

In an industrial insurance market marked by stiff
competition, price pressure and low interest rates, AGCS
generated a solid premium income of €5 billion, slightly
lower than in the previous year (€5.31 billion), mainly
due to unfavorable foreign exchange effects and to our
selective underwriting approach which strives for
sustainable, profitable growth. In this highly competitive
market, AGCS substantially increased its profitability
reaching an operating profit of € 483 million in 2013
(+16 percent vs. 2012) and a practically stable net result
of € 358 million compared to € 364 million in the
previous year.

By continuing our disciplined underwriting strategy
and prudent cost management, AGCS managed to
improve its combined ratio from 96.2 percent (2012)
to 93.1 percent in 2013.

Despite the difficult environment AGCS was able to
uphold its outstanding financial security with both
Standard & Poor’s and A.M.Best affirming our company’s
best-in-class ratings of AA and A+ respectively in
November 2013.

To sustain our leading market position and best
accompany our clients we focused on further increasing
our global footprint in strategic growth markets and
driving innovation. By year end we achieved key mile-
stones in both areas. AGCS is now present in 28 countries
(compared with 27 in 2012). Over the year, we obtained
a local reinsurer license in Brazil, which forms our Latin
America hub; we opened a new Branch in Stockholm,
Sweden, to support our growth plans in the Nordic
Region; and we further strengthened our presence in
China and India, working alongside local Allianz
companies, as well as in South Africa from which we
support clients across sub-Saharan Africa. Supported by
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this network, we have continued to see growth in
demand for International Insurance Solutions, with
AGCS now managing 2,000 such programs for multi-
national clients across 180 countries compared to 1,700
in the prior year.

On the innovation side, at a time where cyber threats
are increasing exponentially, we have listened to our
customers and developed a wide-ranging insurance
solution for cyber risks, called Allianz Cyber Protect,
which was initially launched in Germany in July 2013.
Having since been rolled out across European markets,
the product will soon also be launched in Asia, Canada
and South America. In other areas, AGCS has continued
to innovate: for example, with the continuing develop-
ment of weather risk management solutions, offered by
our subsidiary Allianz Risk Transfer, to protect clients
across many industries from the growing financial
impact of unexpected weather events.

An important achievement in 2013 was the legal trans-
formation of AGCS to a Societas Europeae (SE).

By merging our French entity into AGCS AG which was
simultaneously converted into a new company, AGCS SE,
we simplified our organizational structure and enhanced
our financial strength through capital optimization.
This move will also assist us in preparing for the imple-
mentation of the European Solvency Il capital standards
for insurance companies, currently planned for 2016.

AGCS had a successful year and achieved much progress
in 2013 for which I would like to pay special tribute to
our teams. It is the outstanding professionalism and
exceptional engagement of AGCS’s 3,500 employees that
allowed our company to deliver this robust performance
in spite of the highly volatile and challenging environ-
ment. As we enter 2014, I firmly believe that the continued
commitment of these AGCS employees combined with
our proven business model positions us strongly for
another year of progress and positive results.

T2,

Axel Theis, CEO Allianz Global Corporate & Specialty SE
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AGCS Global Structure

Allianz Global Corporate & Specialty SE (AGCS SE) is a
globally operating company registered in Munich, Germany.
The company is embedded in a network of various
companies in Europe, America, Asia and South Africa
which reflect the global needs of its corporate and specialty
insurance customers. The Allianz Group has decided to
serve these global needs by implementing global business
structures within one segment. AGCS operates through a
network of branch offices and local insurance companies
within and outside the Allianz Group who cede business

to AGCS SE.

AGCS SE has a headquarter function within this segment.

It has established branch offices in the UK, France, Den-
mark (for the Nordic region), Sweden, Austria, Italy, Belgium,
Spain, the Netherlands, Hong Kong and Singapore.

AGCS SE operates in about 70 countries and works with
additional network partners in many more across the globe.
In addition, decades of rich experience as a corporate
insurer put unique tools at our disposal to benefit our clients.

In 2013 AGCS (France), a fully owned subsidiary of AGCS
AG, was merged into AGCS AG and the company was
simultaneously converted into an SE (Societas Europaea).
The transferred portfolio of AGCS (France) is now handled
by the existing French Branch of AGCS SE. The merger has
been registered in the Commercial Register of the Local
Court in November 2013 with retroactive effect as of
January 1%, 2013. The restructuring will enable the company
to react more flexibly to Solvency Il requirements and will
allow the company to serve the needs of its global clients in
a more effective way.

Allianz Global Corporate & Specialty SE

Legal Structure*)

To serve the needs of the North American market Allianz
Global Risks US Insurance Company (AGR US), an indirect
subsidiary of Allianz SE, operates in the US with a Canadian
branch office in Toronto.

The specific needs of the Swiss market and special
insurance solutions for international clients are serviced by
Allianz Risk Transfer AG, Zurich/Switzerland, a fully owned
subsidiary of AGCS SE.

To anticipate the economic and regulatory requirements
in the Brazilian market, Allianz Risk Transfer AG has
established a local reinsurance company which went live
in early 2013.

Beside the two Asian branch offices in Hong Kong and
Singapore, AGCS SE covers the Asian Pacific region by its
Japanese subsidiary, Allianz Fire and Marine Insurance
Japan Ltd., Tokyo.

AGCS SE’s subsidiary Allianz Risk Consulting GmbH,
Munich/Germany, provides supplemental loss control
engineering services in the form of risk analysis and
claims expertise.

Furthermore, AGCS SE fully owns Allianz Global Corporate
& Specialty of Africa (Proprietary) Limited, Johannesburg/
South Africa, a holding company which holds 100% of the
shares in Allianz Global Corporate & Specialty South Africa
Limited, Johannesburg/South Africa.

The following section refers to AGCS as a segment, i.e. the
figures reflect a consolidated view. The legal part of this
Annual Report refers to AGCS SE only.
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AGCS Global by Line of Business

AGCS global business consists of various legal entities
that are under AGCS management responsibility. Total
global gross consolidated premiums written amounted
to €4,998.9 million, a reduction of 6% relative to 2012
(€5,314.3 million). Although premiums were lower,
underwriting and operating profits increased, and the
combined ratio improved from 96.2 % to 93.1%.

Gross premiums written for Aviation amounted to
€574.4(670.7) million which is 14.4% below the prior
year mainly driven by the current competitive market
environment affected by several years of favorable loss
experience leading to overcapacity and pressure on
rates. Other factors were negative FX effects and fewer
launches of communication satellites in the sub-
product line Space. The calendar year loss ratio of 71.3%
was well above last year (54.3 %) due to a number of
medium and large losses, offset in part by positive
claims development, particularly for airport coverages.
The combined ratio increased to 96.2% (78.7%).

Gross premiums written for Energy amounted to € 225.6
(209.5) million, a 7.7 % increase compared to last year.
The continued growth results from the successful
implementation of plans to expand and diversify the
portfolio, with particularly strong growth from new
business opportunities generated in the US, Singapore
and Brazil. In 2013, Energy was impacted by two large
onshore losses in the Americas. However, the calendar
year loss ratio was again very strong at 54.3% (55.5%) as
the increased size of the book and positive portfolio loss
development supported strong profitability, resulting in
a combined ratio of 75.3% (73.4%).

Gross premiums written for Engineering amounted to
€489.4 (476.2) million, an increase of 2.8 % versus prior
year and this is despite a negative FX impact, difficult
economic conditions in many markets, and lower project
investments. The portfolio benefited from expansion
in growth markets and the transfer of the Power and
Mining portfolio from Property. The calendar year loss
ratio of 65.3 % was below that of last year (66.9%)
primarily driven by lower CAT activity and absence of
Large Losses. The combined ratio decreased to 93.0%
(96.0%).

Gross premiums written for Financial Lines amounted
to €343.1 (291) million, an increase of 18 % compared to
prior year. This was driven by expansion of the UK Sub-

Line Professional Indemnity, Growth Markets, and an
increase in Captive business. The calendar year loss ratio
of 83.2% increased versus last year (56.9%) and was
mainly due to reserve strengthening of the Professional
Indemnity book in the UK. As a result, the combined
ratio increased to 110.3% (83.2%).

Gross premiums written for Liability amounted to € 756.6
(792.3) million, a decrease compared to prior year of 5%.
This was driven by a negative FX impact and non-
consolidation of ART Fronting in 2012 of € 48 million.
Excluding these effects, growth was mainly driven by
new business in Region Nordic. The calendar year loss
ratio of 61.7 % improved versus last year (63.8%). This was
mainly driven by positive portfolio loss development,
due to case reserve releases, positive claims development,
and a change in ULAE reserve parameters. The combined
ratio improved even further to 82.5% (84.7%).

Gross premiums written in Marine amounted to € 1,023.7
(1,059.3) million. The 3.4% decrease results from FX
effects, offset in part by rate increases and continued
expansion in Brazil. The calendar year loss ratio
improved to 66.6 % (77.7%) due to lower CAT losses and
the implementation of specific initiatives to increase
profitability, including rate initiatives. Therefore in total
the combined ratio ended up at 97.4% (108.3%).

Gross premium written in Property amounted to
€848.6 (1,070.4) million. A decrease compared to prior
year of 21 % driven by negative FX of € 25 million, non-
consolidation of ART Fronting in 2012 of € 60 million,
the transfer of the Power and Mining book to Engineering
and lapses following the Property initiative to focus on
premium adequacy and profitability. The calendar year
loss ratio improved to 54.7 % (88.0 %) due to the positive
impact from portfolio restructuring, lower CAT and
Medium losses and positive claims development.

The combined ratio improved to 85.9% (114.9%).

Deal Income for Allianz Risk Transfer (LoB ART)
amounted to € 91.4 (89.5) million. The 2.1% increase is
driven by positive development in Reinsurance Solutions,
triggered by major portfolio reserve releases. This was
offset in large part by a decrease in Discontinued
Operations, mainly driven by reserve strengthening in
one major deal, while Insurance Linked Market and
Corporate Solutions Deal Income remained relatively
stable.
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Report of the Supervisory Board

We continuously monitored the Board of Management’s conduct of business on the basis of regular reports and we
informed ourselves about the state of affairs in several meetings. We have examined the Annual Financial State-
ments and the Management Report and we concur with the findings of KPMG AG Wirtschaftsprifungsgesellschaft,
Munich, which issued an unqualified auditor’s certificate for the Annual Financial Statements for fiscal 2013 and
the Management Report presented to it. In its meeting on April 9, 2014, the Supervisory Board approved the Annual
Financial Statements prepared by the Board of Management, which are hereby confirmed.

Effective November 11, 2013, Mr. Senol Sabah, employee representative on the Supervisory Board, retired from the
Supervisory Board when the company changed its legal form to Allianz Global Corporate & Specialty SE. We thanked
Mr. Sabah for his work as employee representative on the Supervisory Board. In the course of the negotiations about
employee participation in the Supervisory Board, the Special Negotiation Committee appointed Mrs. Caroline Krief as
employee representative on the Supervisory Board of Allianz Global Corporate & Specialty SE, effective November 11,
2013.

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

Munich, April 9, 2014

For the Supervisory Board

4§08,

Clement Booth
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Management Report
of Allianz Global Corporate & Specialty SE

The strength of the business model of Allianz Global Corporate & Specialty SE, which is the worldwide underwriting
of international industrial insurance as well as aviation and marine risk was proven once again in 2013. Despite the
continuing difficult market context the company succeeded in achieving a new profit record. A key element of this
success was the merger of the former French subsidiary Allianz Global Corporate & Specialty (France) with Allianz Global
Corporate & Specialty AG and the simultaneous conversion of the company into a Societas Europaea (SE).

Gross premiums written as well as net premiums earned increased slightly in the reporting year. At the same time, claims
expenses were lower than in the previous year, mainly due to fewer major losses. In addition to the merger with Allianz
Global Corporate & Specialty (France), proportional reinsurance contracts in aviation insurance were an essential factor
for the development of premiums and claims.

Investment income was down, which is essentially attributable to lower distributions from our investment funds as well
as our Swiss subsidiary, in a context of continually low re-investment interest rates. But our investments continue to have
high valuation reserves.

The profit of € 542 million transferred by Allianz Global Corporate & Specialty SE to Allianz SE represents a new record for
the converted company. This amount includes a merger gain of € 163 million. Since the founding of the company in 2006,
a total of more than € 2 billion was transferred to Allianz SE.

The global orientation of Allianz Global Corporate & Specialty SE was again pursued consistently and with good results in
the reporting year. We not only completed the merger and conversion into a European company as described, but we also
opened a new branch office in Sweden, with which we strengthened our local presence.

Since no retroactive adjustment of the prior-year figures to the new structure in both the technical and the non-technical
income statement was made, the figures for the reporting year can be compared with the prior-year figures for
absolute values and relative changes to a limited extent only. However, the prior-year comparison figures for all balance
sheet-related indications in the management report refer to Allianz Global Corporate & Specialty SE as of January 1,2013.

Merger and conversion Development overview

In 2013 Allianz Global Corporate & Specialty (France), The business of Allianz Global Corporate & Specialty SE
a fully owned subsidiary of Allianz Global Corporate & includes the national and International Corporate
Specialty AG, was merged into Allianz Global Corporate Business, as well as the specialty insurance lines Marine,
& Specialty AG. Simultaneously, the company was Aviation and Energy, in both the direct and the indirect
converted into an Societas Europaea (SE). The trans- insurance business. The bundling of our activities and
ferred portfolio Allianz Global Corporate & Specialty the further diversification of insurance risks have also
(France) is now handled by the existing French branch enabled us to continually strengthen our offer of

of Allianz Global Corporate & Specialty SE. The merger insurance solutions for specific needs as well as our

was registered in the Commercial Register of the Munich ~ comprehensive service. In a market context characterized
Local Court in November 2013 with retroactive effect as by competitive pressures, we steadfastly pursued our

of January 1, 2013. The restructuring will enable the risk-adequate and selective underwriting and
company to serve the needs of its global clients in a reinsurance policy. In the past year, we continued to
more effective way and to react more flexibly to invest in the global harmonization and optimization of
Solvency Il requirements. business processes in all business units, particularly in



the course of the merger of Allianz Global Corporate &
Specialty (France) into Allianz Global Corporate &
Specialty AG.

It should be noted that our sales figures and under-
writing results are impacted by currency effects
stemming primarily from the US Dollar and the British
Pound, which are not commented individually.

Premium income in the reporting year rose by € 339.9
million and reached a total of € 3.36 (3.02) billion. In
Germany, premium income decreased by € 252.0 million
to € 1.51 (1.76) billion. The decrease was essentially
recorded in the indirect business (- € 227.1 million),
including € 85.0 million from the dissolution of the
reinsurance relationship with Allianz Global Corporate
& Specialty (France) in the course of the merger. In the
branch offices, however, premium income rose
significantly by € 591.5 million from € 1.26 billion in the
prior year to € 1.85 billion. This is essentially due to the
French branch office, which reported an increase to
€549.1 (28.0) million as a result of the merger. The branch
office Belgium posted an increase by € 32.7 million to
€94.8 (62.1) million, the Singapore branch an increase
by € 31.2 million to € 109.9 (78.7) million, the Hong Kong
branch an increase by € 10.1 million to € 58.1 (48.0)
million, the branch office in the Netherlands an increase
by € 9.5 million to € 86.8 (77.3) million and the branch
office in Denmark an increase by € 9.4 million to € 55.6
(46.2) million, On the contrary, premium income in the
UK of € 633.8 (644.6) million, in Italy of € 116.0 (126.0)
million, in Austria of € 27.9 (29.1) million and in Spain of
€120.2 (120.9) million was slightly below the prior-year
figure. The Swedish branch office, which was opened in
the second half of the reporting year, was able to
generate premium income of € 0.2 million.

Gross premiums written rose significantly by € 335.8
million to € 3.30 (2.96) billion. Due to higher reinsurance
cessions of € 1.44 (1.11) billion, net premiums earned
of € 1.86 (1.85) billion were only € 10.0 million above the
prior-year figure.

Claims expenses due to natural catastrophes in the
reporting years decreased by € 112.5 million from the
prior year to € 94.5 (207.0) million gross and were mainly
impacted by the floods in Germany and the storm
“Andreas”. Claims expenses due to major losses and
medium-sized losses also declined.

As a result, the gross loss ratio decreased from 71.9
percent in the previous year to 62.9 percent in the
reporting year. The positive run-off of prior-year claims
was more favorable than in the previous year and
increased by € 102.5 million to € 297.0 (194.5) million.

Allianz Global Corporate & Specialty SE

Overall, gross claims expenses for insurance losses
decreased by € 158.7 million from the previous year to

a total of € 1.78 (1.94) billion. With respect to the overall
portfolio, the gross loss ratio thus decreased by 11.5
percent from 65.4 percent in the previous year to 53.9
percent in the reporting year.

Gross underwriting expenses rose by € 101.8 million to
707.9 (€ 606.1) million. This resulted in an increase of
the gross cost ratio to 21.6 (20.5) percent.

The claims equalization and similar reserves, which by
law must be recognized in the balance sheet, required
withdrawals of € 23.8 million, compared to allocations of
€ 137.0 million in the prior year.

Overall, this led to a substantially improved under-
writing result for own account of € + 209.8 (+ 5.2) million.

The business model of Allianz Global Corporate &
Specialty SE aims to be closer to the client through
direct underwriting by local offices.

Due to the continuous expansion of our branch office
network, the past years saw a shift from reinsurance
assumed to direct business. But basically, this is still the
same insurance business.

Gross premium income from direct insurance increased
by € 395.7 million to € 1.96 (1.56) billion, which is
essentially due to the increase of € 374.2 million caused
by the merger in France. At the same time, premiums in
indirect insurance decreased by € 56.4 million from

€ 1.46 billion to € 1.40 billion.

Due to the clearly lower claims from major losses and
natural catastrophes, the fiscal year loss ratio improved
in both the direct and indirect insurance business. In
direct insurance, the fiscal year’s loss ratio dropped to
67.9 (82.8) percent. Taking into account the run-off of
prior-year losses of € 227.7 (162.0) million, the loss ratio
in the direct insurance business was 56.1 (72.3) percent.
The fiscal year loss ratio in the indirect insurance
business declined from 60.1 percent to 55.8 percent. The
run-off of prior-year claims increased from € 32.5 million
to € 69.3 million, reducing the gross loss in the indirect
business from 57.9 percent to 50.7 percent.

The following comments on the development of our
business are based on gross sales figures, and the
underwriting results are stated for own account.
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Direct insurance business

In Personal Accident Insurance premium income this year
decreased by € 3.1 million to € 11.4 (14.5) million. Claims
expenses of € 1.8 (3.4) million were lower than in the
previous year, which resulted in a lower gross loss ratio
of 15.3 (25.5) percent. After an allocation to the
equalization reserve of € 0.1 (allocation of 0.3) million,
the underwriting profit of € 5.7 (5.9) million was slightly
below the prior-year level.

In Liability Insurance premium income in the reporting
year grew by € 138.4 million to € 703.5 (565.1) million.
Claims expenses increased by € 112.4 million to € 476.5
(364.1) million, which is due to both an increase of the
fiscal year’s losses and lower gains from the run-off of
prior year losses. The loss ratio therefore rose to 70.2
(67.0) percent. After an allocation of € 9.9 (allocation of
4.1) million to the equalization reserve, an underwriting
profit of € 12.9 (9.4) million was posted.

Premium income in the insurance branch groups
Automotive Liability Insurance and Other Automotive
Insurance increased by € 7.3 million from the prior year,
to €21.4 (14.1) million. This development is exclusively
due to the Hong Kong branch office, which was once
again the only branch office of Allianz Global Corporate
& Specialty SE to write this type of insurance. Claims
expenses of € 18.7 million resulted in a loss ratio of 97.0
percent. In fiscal 2013, this insurance branch group
reported a loss of € 1.7 (profit of 0.6) million.

Gross premium income in the insurance branch groups
Fire Insurance and other Property Insurance increased by
€ 127.4 million to € 518.6 (391.2) million.

Premium income in Fire Insurance rose by € 67.2 million
to €224.5 (157.3). Claims expenses of € 32.1 (123.2)
million were clearly below the prior-year level, due to
lower claims from losses in the reporting year. The loss
ratio for the fiscal year came to 14.3 (72.4) percent.

Due to this low ratio, € 64.3 (withdrawal of € 8.0) million
were allocated to the equalization reserve, resulting in
an underwriting loss of € 15.6 (loss of 20.3) million.
Premium income from Other Property Insurance was
higher than in the previous year and amounted to
€294.1 (233.9) million. Claims expenses increased by
€53.8 million over the prior-year level to € 190.6 (136.8)
million and resulted in a deteriorated loss ratio of 66.5
(60.2) percent. After an allocation to the equalization
reserve of € 0.6 (withdrawal of 3.7) million, Other
Property Insurance posted a loss of € 17.7 (loss of 45.9)
million.
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Overall, the insurance branch group Fire Insurance and
other Property Insurance ended the year with an under-
writing loss of € 33.3 (loss of 66.2) million. The allocation
to the equalization reserve amounted to € 64.9 (with-
drawal of 11.7) million.

Premium income in Marine and Aviation Insurance
increased to € 582.5 (477.8) million in the reporting year.
In Marine insurance, gross premium income increased
by € 92.3 million to € 340.5 (248.2) million. Despite claims
expenses of € 234.6 (185.6) million, which were
essentially attributable to losses incurred in the course
of the year, the gross loss ratio improved to 68.9 (75.0)
percent. Overall, this insurance line reported an under-
writing loss of € 2.6 (loss of 23.0) million after changes
to the equalization reserve.

Aviation Insurance recorded an increase in premium
income by € 12.4 million to € 242.0 (229.6) million, while
gross claims expenses declined by € 25.2 million to
€115.2 (140.4) million. The loss ratio followed this
development with an improvement by 16.4 percent to
44.0 (60.4) percent. After withdrawal of € 30.1 (allocation
of 40.6) million from the equalization reserve an under-
writing profit of € 46.4 (profit of 9.8) million was posted.
Overall, the insurance branch group’s result improved to
a profit of € 43.9 (loss of 13.1) million after a withdrawal
of € 30.2 million from the equalization reserve.

In the insurance branch Other Insurance, gross premium
income increased by € 21.0 million to € 117.2 (96.2)
million. Gross claims expenses decreased by € 140.1
million to € 21.2 (161.3) million, which was mainly due
to a € 122.8 million drop in the fiscal year’s claims
expenses in business interruption insurance.
Accordingly, the loss ratio decreased to 17.8 (158.0)
percent.

After an allocation to the equalization reserve of € 0.7
(allocation of 0.5) million, Other Insurance posted an
underwriting profit of € 23.1 (loss of 74.2) million.



Reinsurance business assumed

Premium income in Personal Accident Insurance
decreased by € 0.5 million to € 8.8 (9.3) million. Claims
expenses rose by € 0.5 million to € 2.5 (2.0) million. This
insurance line ended the year with an overall under-
writing profit of € 2.7 (5.0) million.

Gross premium income in Liability Insurance came to
€327.1(307.1) million in the reporting year, which was
€20.0 million above the prior-year level. Gross claims
expenses decreased by € 28.9 million to € 96.9 (125.8)
million, which brought down the total loss ratio to 31.3
(42.4) percent. € 11.3 (31.1) million were allocated to the
claims equalization reserve. Due to the less favorable
development of business ceded, a profit of € 13.5 (84.0)
million was reported, lower than in the previous year.

In Automotive Liability Insurance and Other Automotive
Insurance premium income in the reporting year
declined by € 4.2 million to € 1.7 (5.9) million. With
claims expenses totaling € 0.4 (10.8) million and the
first-time constitution of an equalization reserve of

€ 2.3 million, these branch groups ended the year with
an underwriting loss of € 0.7 (loss of 3.4) million.

Gross premium income in Fire Insurance and other
Property Insurance decreased by € 41.5 million to € 590.4
(631.9) million.

The decline of premium income in Fire Insurance to
€317.2 (358.5) million is mainly due to the fact that

less business from Latin America was assumed in the
reporting year. Despite lower premium income, gross
claims expenses remained nearly stable at € 136.5
(135.4) million. As a result, the loss ratio rose to 44.5
(37.9) percent. After cessions for insurance business
ceded and a withdrawal of € 12.7 (allocation of € 20.1)
million from the equalization reserve, an underwriting
profit of € 49.3 (profit of 23.7) million was posted.
Premium income from Other Property Insurance
remained at the prior-year level of € 273.2 (273.4) million.
However, a more favorable run-off from prior-year losses
resulted in lower claims expenses of € 107.8 (167.5)
million and a decline of the loss ratio from 65.0 percent
to 42.6 percent. After an allocation to the equalization
reserve of € 0.1 (withdrawal of 0.6) million, the insurance
line posted an underwriting profit of € 26.8 (profit of
68.3) million.

Overall, the insurance branch group Fire Insurance and
other Property Insurance ended the year with an under-
writing profit of € 76.1 (profit of 92.0) million, after a
withdrawal from the equalization reserve of € 12.5
(allocation of 19.5) million.
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Premium income in Marine and Aviation Insurance
amounted to € 364.3 (405.2) million.

In Marine Insurance, gross premium income dropped

€ 47.8 million below the prior-year level to € 168.6
(216.4) million, which is partially attributable to the
restructuring of the Brazilian business within the global
structure of AGCS. Claims expenses fell to € 159.5 (242.8)
million, which was essentially attributable to lower
losses from natural catastrophes. After an allocation of
€19.6 (allocation of 30.2) million to the claims
equalization reserve, an underwriting loss at the prior-
year level of € 44.9 (loss of 45.0) was reported.

In Aviation Insurance, gross premium income amounted
to € 195.7 (188.8) million, while gross claims expenses
increased by € 42.8 million to € 126.2 (83.4) million,
which resulted in an increase of the loss ratio to 64.2
(44.6) percent. After a withdrawal of € 90.0 (allocation of
€22.3) million from the equalization reserve, an under-
writing profit of € 77.5 (profit of 3.9) million was posted.
Overall, the insurance branch group reported an under-
writing profit of € 32.6 (loss of 41.1) million after changes
to the equalization reserve.

Gross premiums written in Other insurance rose to
€111.6 (100.7) million in the reporting year. While claims
expenses increased to € 58.9 (52.2) million, the loss ratio
fell to 53.0 (63.2) percent. Overall, the branch group
closed the year with an underwriting profit of € 35.2 (6.3)
million.



Management Report

Reinsurance business ceded

In the reporting year, the company once again ceded its
insurance business in part to the various Group
companies and in part to external reinsurers. In keeping
with the reinsurance strategy pursued in the previous
years, non-proportional reinsurance contracts in the
form of a global coverage program were concluded with
the reinsurers. With few exceptions, reinsurance ceded
covers maximum risks and natural disasters to a limited
extent on a quota-share basis and selectively in most
insurance lines. For aviation insurance business the
company for the first time additionally concluded two
proportional reinsurance contracts.

The largest part of the business ceded to Group
companies is assumed by Allianz Risk Transfer AG,
Zurich, while Mtnchener Riickversicherungs-Gesell-
schaft AG (Munich Re) in Munich is the company’s
leading external reinsurer. Premiums ceded to reinsurers
increased by a total of € 294.1 million to € 1.44 (1.15)
billion, which is essentially due to higher facultative
reinsurance cessions in the amount of € 821.6 (706.9)
million and to newly concluded reinsurance contracts
for aviation insurance. Passive reinsurance posted a
result of € 621.6 (273.8) million from the perspective of
the reinsurers. In addition to higher premium cessions
this was due to lower claims expenses of the reinsurers
in the reporting year.

Supplementary information to the Management Report

The various insurance lines and types offered are
presented in detail on page 47.

Developments in the capital markets
and their impact on investments

Allianz Global Corporate & Specialty SE continued its
successful, safety-oriented investment strategy in 2013.
Our objective is to generate as high a return as possible
while limiting our risk. For reasons of safety we mix and
spread our investments over many different investment
segments. As in previous years, this helped to cushion
the effects of the persisting high uncertainty in the
capital markets as well historically low interest rates.

Due to our financial obligations from the insurance
business, the by far greatest part of our portfolio is
invested in fixed-interest securities. The average
maturity of the fixed-interest investments increased
slightly in the course of the reporting year.
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Our fixed-income investments continue to be
concentrated on mortgage bonds and international
government bonds as well as bonds from sub-sovereign
issuers. For mortgage bonds, we focus on German mort-
gage bonds as well as mortgage bonds from other Euro
zone issuers. Mortgage bonds are backed by valuable
securities such as communal loans or senior mortgage
loans, which makes them highly secure investments.
Alarge part of the government bonds as well as bonds
from sub-sovereign issuers are concentrated on the Euro
zone core countries. At the end of 2013, 1.0 (0.6) percent
of our investments were in Italian government bonds.
Our holdings in government bonds from Greece, Ireland,
Portugal and Spain were already completely divested in
2010.

The share of investments held in foreign currencies as
matching cover for underwriting liabilities remained
nearly constant. The investment in Singapore dollars
was increased slightly. In the course of the year, the value
of all major currencies declined with respect to the Euro.

To ensure an attractive return on its investment portfolio
over the log-term, the company continues to adhere to

a broad diversification of its portfolio. At the end of the
year, the share of corporate bonds in the overall portfolio
was 23.3 percent (based on market values). 4.8 percent
were invested in bonds from emerging countries. Our
new investments in the area of direct loans amounted

to € 85 million. € 410 million net were invested in shares
through investment funds, putting the emphasis on
regional diversification. Real estate investments
amounted to € 88 million net. At the end of fiscal 2013,
the share of stocks in our portfolio was 4.9 percent
(based on market value), taking into account hedging
arrangements.

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



Investments

Taking into account the merger into Allianz Global
Corporate & Specialty SE, the book value of investments
remained nearly unchanged at € 7,360.1 (7,409.8)
million in the reporting year.

Investments in affiliated enterprises and participations
rose to € 463.7 (410.7) million. This increase is mainly
due to investments in real estate investment funds.

The book value of directly held real estate increased
to€57.1 (23.6) million.

The book value of shares, investment certificates and
other variable-income securities amounted to € 3,051.2
(2,803.9) million at the end of the year. The increase is
in particular due to allocations of investment certificates
in connection with stocks.

The book value of bearer bonds decreased slightly to
€2,463.1 (2,550.5) million; other loans also decreased
slightly to € 1,145.7 (1,206.4) million.

Bank deposits fell to € 54.9 (265.0) million in the course
of the year, while funds held by others came to € 124.3
(149.4) million at the end of the year.

Investment income

Current income from investments was down from the
prior year and amounted to € 260.3 (380.2) million.

The decline is essentially due to lower distributions from
investment funds and lower dividend distributions of
the affiliated enterprises.

The disposal of investments produced income of € 22.6
(32.4) million and losses of € 16.7 (14.9) million.

These were for the most part generated from the sale of
investment fund shares and bearer bonds. Gains from
write-ups in 2013 amounted to € 0.1 (3.4) million and
were entirely attributable to bearer bonds.

Depreciation of investments in the reporting year
amounted to € 63.5 (8.6) million, of which € 1.1 million
were attributable to scheduled write-downs on real
estate. € 62.4 million were attributable to bearer bonds,
mainly in foreign currencies; the largest contributing
factor was the devaluation of the Australian dollar and
the Singapore dollar.

Investment management and interest expenses came
to € 11.3 (7.0) million.
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Total investment income of € 191.4 (385.4) million was
below the high prior-year figure.

Valuation reserves on investments decreased to a total
of €964.3 (1,018.5) million. The increase of the valuation
reserves on shares in associated enterprises of € 509.7
(422.0) million mainly results from the increase of the
fair value of Allianz Risk Transfer AG. The reserves for
directly held real estate amounted to € 3.5 (0.5) million.
The valuation reserves on investment certificates fell to
€273.8 (300.8) million, those on bearer bonds to € 99.5
(175.2) million. For other loans, the valuation reserves
amounted to € 75.3 (115.5) million.

The reserve ratio, i.e. the percentage of valuation reserves
in relation to the book value of total investments, stood
at 13.1 (13.7) percent at the end of the year.

Other non-underwriting business

Other non-underwriting business produced a profit of
€82.5 (7.2) million, which was primarily due to currency
exchange gains.

The overall result of the non-underwriting business
thus amounted to € 273.9 (392.6) million.

Extraordinary result

The proportionate allocation of pension commit-
ments conversion expenses resulting from the initial
application of the German Accounting Law
Modernization Act (BilMoG) resulted in extraordinary
expenses of € 0.6 (0.7) million. But the extraordinary
result essentially contains a merger gain of € 163.4
million from the merger of Allianz Global Corporate &
Specialty (France), Paris, into the former Allianz Global
Corporate & Specialty AG.

Overall result

Tax charges for the reporting year (including intra-group
charges) came to € 104.7 (88.2) million.

The overall result after taxes was a profit of € 541.8
(308.9) million. Under the terms of the existing
management control and transfer-of-profit agreement,
this profit was transferred to Allianz SE.
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Corporate agreements

The shareholders of Allianz Global Corporate & Specialty

SE are Allianz SE and SAS Allianz Colisée.

Allianz SE and Allianz Global Corporate & Specialty SE
are linked by a management control and transfer-of-
profit agreement.

Branch offices

Allianz Global Corporate & Specialty SE maintains
branch offices in London (UK), Paris (France), Vienna
(Austria), Copenhagen (Denmark), Milan (Italy), Ant-
werp (Belgium), Madrid (Spain), Rotterdam (Nether-
lands), Stockholm (Sweden), Singapore and Hong Kong
(China).
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Outsourcing of functions

Transfer of responsibilities

Accounting and collection functions are provided to the
company by the CFO-Accounting units in Munich and
Hamburg. The accounting functions of the foreign
affiliates are in part handled locally and in part centrally
in Munich or the London branch office. For the Italian
branch office this service is provided by the local Allianz
company.

Investments and asset management

On the basis of group-internal service contracts, Invest-
ments and asset management are handled by Allianz
Deutschland AG, Munich, Allianz Investment Manage-
ment SE, Munich, and for partial areas by PIMCO
Deutschland GmbH Munich, Allianz Global Investors
Kapitalanlagegesellschaft mbH, Frankfurt/Main and
Allianz Real Estate GmbH, Munich.

Information Technology

Computing center services as well as printing and

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



Employees

Personnel management at Allianz Global Corporate &
Specialty SE is strictly aligned with the strategic
objectives of the Allianz Group. We promote a per-
formance-oriented corporate culture based on fairness
and trust. Allianz Global Corporate & Specialty SE relies
on management by objective, performance-based
remuneration and the continuous development of its
employees. By combining company objectives with
individual annual objectives which are fixed in a
personal interview by the employee with his/her super-
visor at the beginning of the year, all employees and
managers take direct responsibility for the contribution
they make to the success of the company.

Even before the General Act on Equal Treatment came
into force in Germany, Allianz Group —in its Code of
Conduct and its worldwide HR Diversity Policy — decreed
that nobody was to be discriminated against, particularly
not for reasons of origin, religion, gender, disability, age
or sexual orientation.

We also offer our employees an exemplary company
pension scheme and a group-wide employee stock
purchase plan.

One of the key areas of our HR efforts in 2013 was the
implementation of the group-wide Allianz Grading
Systems (AGS) as well as the further professionalization
of our recruiting and the securing of the high quality of
our HR data in view of the company's growth objectives.
Another important key area of our work was the
continued education and professional development of
our employees.

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

Allianz Global Corporate & Specialty SE continues to use
the instrument of regular surveys of all employees and
managers worldwide (Allianz Engagement Survey).
These surveys enable us to build a worldwide corporate
culture; they help us to identify the need for optimization,
to define the corresponding measures and to bring us
closer together as a global company.

At the end of 2013, Allianz Global Corporate & Specialty
SE had a total of 2,415 in-house employees.

The increase is essentially due to the merger of Allianz
Global Corporate & Specialty (France).

Facts and figures

Allianz Global Corporate & Specialty SE

12/31/2013 12/31/2012
Employees’ 2,415 2,012
of which full-time staff 2,380 1,984
of which other employees
(temps and interns) 35 28
Share of women 46% 44%
Share of men 54% 56%
Share of full-time staff 86% 87%
Share of part-time staff 14% 13%
Age (average in years) 425 42.0
Time with the Group
(average in years) 11.7 11.2

1 including dormant employee contracts

Thanks to our employees

The Board of Management would like to take this
opportunity to thank all employees for their extra-

ordinary personal commitment in the past year.
In addition, we thank those employees who are

members of the employee representative bodies for

their constructive and fruitful cooperation.
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Risk Report

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

A strong risk management culture, promoted by a solid
risk organization and effective risk governance.
Comprehensive risk capital calculations with the
objective of protecting our capital base and supporting
effective capital management.

The integration of capital needs and risk considerations
into the decision-making and management process.

This comprehensive approach makes sure that risks are
adequately identified, analyzed and evaluated. Our risk
propensity is described by a clear risk strategy and a
system of limits. Strict risk control and the corresponding
reports enable us to detect early on any possible
deviations from our risk tolerance.

Risk organization

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

and he is responsible for the continued development of
the risk management processes.

As an independent risk control function, the Risk Manage-
ment Department systematically monitors identified
risks by means of qualitative and quantitative risk
analyses and evaluations and ensures the regular or —

in case of need — spontaneous reporting of essential
risks to the Board of Management and to Allianz SE.

Headed by the Chief Financial Officer, the Allianz Global
Corporate & Specialty SE Risk Committee examines all
relevant risks on a quarterly basis and agrees on
measures for risk mitigation and the continued develop-
ment of our risk management processes. The Chief
Executive Officer, the Chief Financial Officer, the Chief
Underwriting Officer Corporate, the Chief Operating
Officer, the Chief Personnel & Risk Services Officer as
well as the Chief Underwriting Officer Allianz Risk Trans-
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fer, who are members of the Board of Management, are
also members of the Allianz Global Corporate &
Specialty SE Risk Committee, which ensures close
cooperation and interaction between risk control and
the Board as a whole. The Chief Risk Officer is a member
of all of the company’s key committees: the Reinsurance
Committee, the Loss Reserve Committee, the Under-
writing Committee as well as the Finance Committee.
The risk management of Allianz Global Corporate &
Specialty SE is tied into the risk control system of Allianz
SE. Its binding guidelines are the Group Risk Strategy
and the Group Risk Policy set down by Allianz SE as well
as additional directives for risk management and the
modeling of internal risk capital. The controlling body
for the risk management of Allianz Global Corporate &
Specialty SE is the Group Risk unit of Allianz SE. Other
internal and external control functions are vested in the
Supervisory Board, Legal & Compliance as well as the
Internal Audit.

Risk strategy and risk reporting

The risk strategy defines the core risks of Allianz Global
Corporate & Specialty SE, the risk bearing capacity of
the company as well as the risk tolerance of the Board of
Management of Allianz Global Corporate & Specialty SE.

The quarterly risk report contains risk indicators with
specified fixed threshold values and is used by manage-
ment for the systematic control of the current risk
profile. On the basis of this report the Risk Committee
decides on the implementation of risk mitigation
measures. After review by the Risk Committee, the risk
report is circulated to the Board of Management, senior
management and Allianz SE.

Risk categories and control measures

In its circular 3/2009, the German Federal Financial
Supervisory Authority (Bundesanstalt fiir Finanzdienst-
leistungsaufsicht — BaFin) set mandatory minimum
requirements for Risk Management in Insurance Under-
takings (MA Risk [VA]). For grouping its risks, Allianz
Global Corporate & Specialty SE uses internal categories
which are comparable to those of MaRisk guidelines.

In particular, we monitor:

Underwriting risk: Premium risk from insufficient
premiums charged and reserve risk from insufficient
reserves.

Concentration risks: Risk from natural catastrophes and
other highly correlated risks with significant loss
exposure or default potential.



» Market risk: The risk of potential losses in the portfolio
value of fixed-income investments or stocks as well as
the foreign currency and interest risk. In this context we
also monitor the liquidity risk in order to ensure our
ability to meet our financial obligations whenever they
become due.

e Credit risks (including country risks): The risk arising
from the insolvency or liquidity shortages of reinsurers,
policy holders, insurance brokers and security issuers,
as well as reliability risks due to losses stemming from
debtors’ impaired creditworthiness.

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

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

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

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

Premium risks are controlled primarily with the help of
actuarial models used to calculate premiums and
monitor claim patterns. In addition, we issue guidelines
for concluding insurance contracts and underwriting
insurance risks. In pricing the risks we underwrite we
also aim to control the combined ratio within clearly
defined limits. We continually test our expectations for
the development of the combined ratio by means of
regular analyses of the claims development.

We control reserve risks by constantly monitoring the
provisions for insurance claims that have been sub-
mitted but not yet settled and by amending these
provisions if necessary. For this we use various actuarial
methods. In business lines with a comparably shorter
claims history, such as financial lines, we have developed
factor-based approaches that enable us to continually
monitor the adequacy of the provisions made.
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Concentration risks occur in connection with natural
catastrophes such as earthquakes, storms and floods
and represent a special challenge for risk management.
In order to manage such risks and to better estimate
the potential effects of natural disasters, we use special
modeling techniques based on probability. These
involve the correlation of information on our portfolios —
for example the geographic distribution of the amounts
covered — with simulated natural disaster scenarios to
estimate potential damages. This approach makes it
possible to determine the possible effects and
concentration of these events. Where such models do
not exist, we use scenario-based deterministic
approaches. We control our exposure to natural
catastrophes by means of a limit system and the
monthly monitoring of possible damages caused.

The insights gained this way are used to limit the risks
we underwrite and to calculate the capital efficiency

of a risk transfer toward the reinsurance market.

Market risks. The investments of Allianz Global
Corporate & Specialty SE are centrally managed by

the specialists of Allianz Investment Management SE
(AIM SE). The investment strategy is aligned with the
needs of the asset-liability management of Allianz
Global Corporate & Specialty SE. The investment strategy
is implemented by AIM SE within the framework of an
investment risk and limit system established by Allianz
Global Corporate & Specialty SE. This risk and limit
system is adjusted annually and adopted by the Allianz
Global Corporate & Specialty SE Risk Committee and
the Finance Committee.

The efficient implementation of the investment strategy
also involves the use of derivatives and structured
products.

Our investments are broadly diversified according to
type of investment (shareholdings, stocks, fixed-income
securities), solvency and geographic location.

A continuous risk analysis is performed by our invest-
ment management. Allianz Global Corporate & Specialty
SE holds a conservative investment portfolio. In the
course of the year, the stock portfolio was built up
continually. At the end of the year, the share of stocks
(based on market prices) amounted to 4.9 percent,
taking into account hedging provisions. By means of
various stress scenarios we regularly monitor the
sensitivity of the portfolio with respect to market changes
such as falling stock prices or yield curve shifts.

Market risks from derivatives are assessed and controlled
by means of up-to-date value-at-risk calculations, stress
tests and the setting of limits.
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Due to the international orientation of the business of
Allianz Global Corporate & Specialty SE, large parts of
the reserves are constituted in foreign currencies. Over-
all, the currencies of the insurance reserves including
unearned premiums amounts to approximately 34 per-

cent. Our primary exposures are in USD (19 percent) and

GBP (9 percent). Allianz Global Corporate & Specialty SE
actively controls the currency risks resulting from this
situation. This process takes into account all balance
sheet items subject to currency conversion. In addition
to provisions this also includes all receivables and
liabilities as well as investments in foreign currencies.
To hedge our currency exposure we also use

FX derivatives within precisely defined limits to obtain
an effective and timely minimization of currency risks.
The monthly control of currency risks is based on
monthly data.

In fiscal 2013, the current premium and investment
income of Allianz Global Corporate & Specialty SE
exceeded claims payouts and expenses. To be able to
cope with possible liquidity risks that might arise none-
theless, a large part of our investments are in highly
liquid government bonds, and our insurance commit-
ments are to the greatest extent backed by funds with
matching maturities. Constant surveillance is ensured
through rolling wave planning of short-, medium- and
long-term liquidities and by continuous liquidity and
cash flow analyses.

Credit risks. The issuers of our fixed-income invest-
ments are predominantly governments and banks. We
have set limits with respect to minimum rating classes
and in view of concentration risks. Of our total invest-
ments approximately 47 percent are fixed-income
investments with banks; of these, about 69 percent are
secured as German or other covered bonds, while

10 percent are investments with sub-sovereign issuers.
Overall, the great majority of our fixed-income securities
are issued in Germany or the Euro zone.
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Fixed-income investments by rating class
as of December 31, 2013, in € million, including
fund holdings at fair value:
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Credit limits are centrally controlled by Allianz SE,
and the compliance with them is monitored by Allianz
Global Corporate & Specialty SE.

To cope with the continuing crisis of the financial

markets which entails growing solvency risks,

particularly for banks, additional risk management

processes were implemented:

« Special surveillance of the exposure to financial
service providers, particularly banks.

« Specific scenario calculations for the overall portfolio.

At the end 0f 2013, 1.3 percent (based on market value)
of our investments were in Italian government bonds.
Our holdings in government bonds from Greece, Ireland,
Portugal and Spain were already completely divested in
2010.

For the quantification of the credit risk resulting from
reinsurance we use information on ceded reserves
compiled Group-wide. To control the credit risk with
respect to our reinsurance partners, we consider only
companies that offer excellent collateral. At December
31, 2013, approximately 27 percent of our reserves were
ceded to reinsurers within the Allianz Group, and

73 percent to external reinsurers. The solvency of our
reinsurance exposure is tested at least once a year;

the most recent test was performed in April 2013 as of
December 31, 2012. It showed that 61.5 percent of our
reserves were ceded to reinsurers that had been assigned
atleast an “A” rating by Standard & Poor’s. Setting aside
captives and pools, which for the most part have no
ratings of their own, 84 percent of the reserves were
ceded to reinsurers with at least an A rating. Since pools
have no ratings of their own, cessions are made only
after a special investigation has determined that the
participating reinsurers meet the Allianz-internal
minimum requirements for reinsurance partners and
explicit approval by an expert has been obtained. In
addition, letters of credit, deposits and other financial



measures to further minimize the credit risk may be
requested.

At December 31, 2013, total third-party receivables with
due dates exceeding 90 days amounted to € 128.9 million
(not including write-offs for impairment). The average
default rate for the past three years was 1 percent.

Operational risks refer to losses which arise because
business processes, employees or systems are
inappropriate and entail unfavorable developments,
because external events such as power failures or
flooding cause a business interruption, because losses
are incurred through employee fraud or because the
company loses a law suit.

We identify and evaluate possible operational risks by
means of a scenario-based structured self-assessment.
In addition, we analyze substantial operating losses
incurred. If high losses are incurred, we analyze the
causes with the objective of avoiding or at least reducing
such losses in the future. The measures taken may
involve a review of existing operating procedures,
improving failed or insufficient controls, setting up
comprehensive security systems and improving
emergency plans.

Operational risks are controlled by a comprehensive
system of internal security measures and checks as well
as a multitude of technical and organizational measures.
Among others, these include IT safety such as backup
systems and firewalls, as well as internal control systems
(for example the four-eye principle). The independent
Internal Audit regularly examines our internal control
processes. In particular, all processes that can have an
impact on financial reporting are documented and
examined. Possible risks are minimized by controls.
The implementation and internal testing of the
corresponding controls was applied to the full fiscal
year 2013.

We meet the requirements of our expanding business
as an industrial insurer by continually integrating and
upgrading our IT system landscape.

Limiting our legal risks is an essential task that is carried
out by our legal department with the support of the
other specialized departments. The objective is to ensure
that laws are observed, to react appropriately to all
impending legislative changes or new court rulings,
attend to legal disputes and litigation, and provide
legally suitable solutions for transactions and business
processes. Other, non quantifiable risks such as strategic
and reputational risks are assessed and evaluated in
qualitative terms as part of a Top Risk Assessment at least
once a year. Special attention was given to risks arising
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from the current macro-economic situation in the Euro-
pean economic area. In addition to monitoring risks
stemming from the present economic context it was
also made sure that strategic business decisions were
effectively implemented.

Reputational risks are controlled by including all
potentially concerned functions such as investments,
underwriting, human resources, communication and
the legal department. To avoid risks resulting from a
possible damage to the company’s reputation because
of the negative public perception of our actions, certain
critical decisions are subject to a rigorous review process
that actively involves the communication department
as well as risk management, if required.

Risk bearing capacity

The solvency test in the fourth quarter of 2013 was
passed with 272 percent. In addition, the stress tests
required by the German Federal Financial Supervisory
Authority were passed with a wide safety margin. Due
to our systematic planning and implementation of the
requirements of the European Solvency Il Project we are
also well prepared for future regulatory requirements.
The actual risk situation, which, with the help of stress
tests, also tests the risk of future developments, thus
remains largely within the company’s risk bearing

capacity.

In planning the future development of the company,
AGCS takes into account a three-year time horizon.

The current planning for the time horizon 2014 to 2016,
with a focus on 2014, is based on the assumption that
our business results will continue their positive develop-
ment.
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Outlook

For the coming three years, Allianz Global Corporate &
Specialty SE expects average premium growth of 3 per-
cent. The main driver will be new business anticipated
in the growth markets defined by Allianz Global
Corporate & Specialty SE, mainly in Asia, South America
and Africa. But the branch office in Sweden, which was
newly founded in 2013, as well as reinsured business
from the Russian Federation, will also contribute to our
growth. These markets are experiencing double-digit
growth, albeit with a lower basic volume. We are also
forecasting a growth contribution by the mature markets,
but at a lower level of about 2 percent on average over
the next three years. A driver for this development are
new products with which Allianz Global Corporate &
Specialty SE offers its clients protection against IT risks
such as cyber criminality. The by far greatest premium
increase over the next three years is therefore expected
in Financial Lines. Additional substantial growth is fore-
cast for the Liability, Property and Marine lines.

There are no indications of general rate increases across
all markets, primarily because of persistently low interest
rates and easily available capital. Rather, there will be
rate increases in individual regions, segments or product
lines.

Premium growth of any type must be profitable growth.

For the next three years we are aiming for a combined
ratio of about 97 percent. As a capital optimization tool,
we are considering the conclusion of a proportional
reinsurance contract with Allianz SE as of 2015.

The majority of the reinsurance contracts existing in
2013 were renewed for 2014. Due to the abundance of
available reinsurance capacities, there was strong
competition, which resulted in stable prices and, in
some areas, even lower prices.

Allianz Global Corporate & Specialty SE is going to
pursue its safety-oriented investment strategy in the
future. In this respect the company will continue to rely
on the Allianz Group’s wealth of experience with invest-
ments in Germany and other counties. The steady
decline of interest rates in the past years to a historically
low level results in a further decline of expected interest
income in the coming years. For this reason we are
continuing the diversification of the investment port-
folio of Allianz Global Corporate & Specialty SE and plan
a further increase of our investments in real estate and
infrastructure as well as direct credits and loans.
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Because of the persistent insecurity with respect to
future developments in the capital markets, the coming
years may have a corresponding negative or, conversely,
positive impact on the market value and investment
results of Allianz Global Corporate & Specialty SE.

The investment income plans of Allianz Global
Corporate & Specialty SE are based on the assumption
that the capital markets will be stable.

Due to one-time special effects in fiscal 2013, in
particular the gain from the merger of Allianz Global
Corporate & Specialty (France) into the former Allianz
Global Corporate & Specialty AG, we assume that the
profit transferred in the coming two years will be lower
than this year.

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

Munich, February 28, 2014
Allianz Global Corporate & Specialty SE

The Board of Management

Dr. Theis Berger Browne
Fischer Hirs Mai Moossmann
Scaldaferri
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Balance Sheet

Balance Sheet as of December 31, 2013

Assets
12/31/2013 12/31/2013 12/31/2013 01/01/2013 12/31/2012
€ thou € thou € thou € thou € thou
A. Intangible assets
Licenses acquired against payment, industrial
property rights and similar rights and assets
as well as licenses for such rights and assets 46,082 39,735 39,456
B. Investments
I. Real estate, real property and equivalent rights
including buildings on land not owned by AGCS 57,105 23,612 23,612
Il. Investments in affiliated and
associated enterprises 463,734 410,744 708,395
lll. Other Investments 6,714,937 6,825,956 5,639,402
IV. Funds held by others under reinsurance
business assumed 124,329 149,445 46,451
7,360,105 7,409,757 6,417,860
C. Receivables
I. Accounts receivable from direct
insurance business
1. Policy holders 44,581 67,911 69,672
2. Insurance brokers 391,180 443,422 296,198
including from affiliated enterprises:
€thou 653 (355)
435,761 511,333 365,870
Il. Accounts receivable on reinsurance business 492,086 553,899 385,515
including from affiliated enterprises:
€ thou 137,504 (213,557)
Il. Other receivables 249,458 289,412 243,726
including taxes of: € thou 27,844 (11,574)
including from affiliated enterprises:
€ thou 50,691 (91,658)
1,177,305 1,354,644 995,111
D. Other assets
I.  Cash with banks, checks and cash on hand 74,831 86,259 70,801
Il. Miscellaneous assets 66,025 66,941 62,401
140,856 153,200 133,202
E. Deferred income and prepaid expenses
I. Accrued interest and rent 65,552 67,570 44,996
Il. Other prepaid expenses and deferred income - 3,568 237
65,552 71,138 45,233
F. Excess of plan assets over pension liabilities /
pension provisions 419 439 439
Total assets 8,790,319 9,028,913 7,631,301

The “including” items in the balance sheet refer to the AGCS SE figures as of January 1, 2013.
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Equity and Liabilities

Allianz Global Corporate & Specialty SE

12/31/2013 12/31/2013 12/31/2013 01/01/2013 12/31/2012
€ thou € thou € thou € thou € thou
A. Shareholders’ equity
I. Capital stock 36,740 36,740 36,740
II. Additional paid-in capital 1,099,141 1,099,141 1,108,296
IIl. Appropriated retained earnings
other retained earnings 8,355 8,355 8,355
1,144,236 1,144,236 1,153,391
B. Insurance reserves
I. Unearned premiums
1. Gross 999,682 993,068 880,918
2. Less:amounts ceded 339,539 359,957 320,527
660,143 633,111 560,391
Il. Reserve for loss and loss adjustment expenses
1. Gross 6,812,333 7,319,110 5,660,748
2. Less: share in reinsured insurance business 2,428,955 2,602,262 1,834,905
4,383,378 4,716,848 3,825,843
lll. Claims equalization reserve and similar reserves 999,977 1,023,726 991,748
IV. Other insurance reserves
1. Gross 36,264 40,635 37,652
2. Less: share in reinsured insurance business 4,257 3,987 3,987
32,007 36,648 33,665
6,075,505 6,410,333 5411,647
C. Other accrued liabilities 166,248 159,670 138,639
D. Funds held under reinsurance business ceded 280,094 35,642
E. Other liabilities
I. - Accounts payable on direct insurance business to
1. Policy holders 3,560 2,546
including residual term of up to one year:
€ thou 3,560 (3,757)
2. Agents 50,247 49,257
including to affiliated enterprises:
€thou 9,338 (9,614)
including residual term of up to one year:
€ thou 50,247 (58,339)
53,807 51,803
1. Accounts payable on reinsurance business 253,889 216,840
including to affiliated enterprises:
€ thou 65,272 (32,574)
including residual term of up to one year:
€ thou 253,889 (291,476)
Il Liabilities to banks - 53
including residual term of up to one year:
€ thou — (2,859)
IV. Miscellaneous liabilities 792,300 594,219
including from taxes: € thou 61,858 (66,109)
including to affiliated enterprises:
€ thou 606,328 (429,822)
including residual term of up to one year:
€ thou 792,300 (866,493)
1,099,996 862,915
F. Deferred income 24,240 29,067
Total equity and liability 8,790,319 7,631,301

[ herewith confirm that the cover provisions stated in
the balance sheet under item B. II of the capital and
liabilities have been calculated in compliance with
sections 341 f and 341g HGB as well as the statutory
orders issued on the basis of section 65 1 VAG

[Law on the Supervision of Insurance Companies].

Munich, January 28, 2014
The Responsible Actuary
Klaus-Peter Mangold
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Explanation of adjusted balance sheet figures

Explanation of the adjusted balance sheet figures of the previous year

Assets

12/31/2012 12/31/2012 01/01/2013

Allianz Global Allianz Global Consolidation Allianz Global

Corporate & Corporate & Corporate &

Specialty AG Specialty Specialty SE

(France) (after the

merger)

€ thou € thou € thou € thou

A. Intangible assets 39,456 279 - 39,735
B. Investments 6,417,360 1,367,532 - 375,635 7,409,757
C. Receivables 995,111 387,910 - 28377 1,354,644
D. Other assets 133,202 19,998 - 153,200
E. Deferred income and prepaid expenses 45,233 25,905 - 71,138
F. Excess of plan assets over pension liabilities / pension provisions 439 - - 439
Total assets 7,631,301 1,801,624 —404,012 9,028,913

The merger gain resulting from the capital consolidation
in the course of the merger of Allianz Global Corporate
& Specialty (France) into Allianz Global Corporate &
Specialty AG is reported under “other liabilities”.
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In addition to the capital consolidation, accounts
receivable and accounts payable between the two units
were eliminated. An item which may not be recognized
under HGB rules was offset in shareholders’ equity with
no effect on income.



Allianz Global Corporate & Specialty SE

Equity and Liabilities

12/31/2012 12/31/2012 01/01/2013

Allianz Global Allianz Global Consolidation Allianz Global

Corporate & Corporate & Corporate &

Specialty AG Specialty Specialty SE

(France) (after the

merger)

€ thou € thou € thou € thou

A. Shareholders’ equity 1,153,391 539,018 —548,173 1,144,236
B. Insurance reserves 5,411,647 989,531 9,155 6,410,333
C. Other accrued liabilities 138,639 21,031 - 159,670
D. Funds held under reinsurance 35,642 27,448 —421 62,669
E. Other liabilities 862,915 224,582 135,427 1,222,924
F. Deferred income 29,067 14 - 29,081
Total equity and liability 7,631,301 1,801,624 —404,012 9,028,913
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Income Statement

Income Statement

For the period from January 1 to December 31, 2013

2013 2013 2013 2012
€ thou € thou € thou € thou
I. Technical account
1. Premiums earned — net
a) Gross premiums written 3,358,509 3,019,176
b) Premiums ceded — 1,442,491 — 1,148,406
1,916,018 1,870,770
c) Change in unearned premiums — gross —58,590 —55,032
d) Change in unearned premiums ceded — gross 5,719 37,423
-52,871 -17,609
1,863,147 1,853,161
2. Allocated interest return — net - -5
3. Other underwriting income — net 1,180 1,180
4. Loss and loss adjustment expenses — net
a) Claims paid
aa) Gross -1,820,423 —1,541,324
bb) Amounts ceded in reinsurance 457,269 521,756
-1,363,154 -1,019,568
b) Change in reserves for loss and loss adjustment expenses
aa) Gross 41,188 —396,629
bb) Amounts ceded in reinsurance 194,178 209,014
235,366 —-187,615
-1,127,788 -1,207,183
5. Change in other insurance reserves — net —1,048 -1,396
6. Underwriting expenses — net —544,433 —-500,477
7. Other underwriting expenses — net —4,962 —3,084
8. Subtotal 186,096 142,196
9. Change in claims equalization and similar reserves 23,751 —136,959
10. Net technical result 209,847 5,237
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Allianz Global Corporate & Specialty SE

2013 2013 2012
€ thou € thou € thou
Il. Non-technical account

1. Investment income 283,014 415,945
2. Investment expenses -91,632 —30,538
191,382 385,407
3. Allocated interest return -14 -19
191,368 385,388
4, Otherincome 204,070 91,990
5. Other expenses —121,517 — 84,762
82,553 7,228
6. Non-technical result 273,921 392,616
7. Earnings from ordinary activities before taxes 483,768 397,853
8. Extraordinary income 163,383 -
9. Extraordinary expenses — 647 -674
10. Extraordinary result 162,736 -674
11. Income taxes -103,092 — 87,906

including amounts charged to other group companies: € thou 61,756 (47,504)
12. Other taxes —1,568 —337
- 104,660 - 88,243
541,844 308,936

13. Profits transferred because of a profit pool,
a transfer-of-profit or transfer-of-partial profit agreement -541,844 —308,936
14. Netincome - —
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Notes to the Financial Statements

Notes to the Financial Statements

Merger and conversion

In 2013 Allianz Global Corporate & Specialty (France),

a fully owned subsidiary of Allianz Global Corporate &
Specialty AG, was merged into Allianz Global Corporate
& Specialty AG. Simultaneously, the company was
converted into an SE (Societas Europaea). The transferred
portfolio Allianz Global Corporate & Specialty (France)

is now handled by the existing French branch of Allianz
Global Corporate & Specialty SE. The merger was
registered in the Commercial Register of the Munich
Local Court in November 2013 with retroactive effect as
of January 1, 2013. The restructuring will enable the
company to serve the needs of its global clients in a more
effective way and to react more flexibly to Solvency II
requirements.

The prior-year figures for all balance sheet-related
indications in the notes to the financial statements refer
to Allianz Global Corporate & Specialty SE as of January
1,2013.

Applicable legal regulations

The company’s Financial Statements and the Manage-
ment Report are prepared in accordance with the
regulations contained in the German Commercial Code
(HGB), taking into account the Corporation Law (AktG),
the Law on the Supervision of Insurance Enterprises
(VAG), and the Government Order on the External
Accounting Requirements of Insurance Enterprises
(RechVersV). The amounts in the financial statements
are stated in Euro thousand (€ thou).

Accounting, valuation
and calculation methods

Intangible assets

These are recorded at their acquisition cost less
tax-allowable depreciation.
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Real estate, real property and equivalent rights
including buildings on land not owned by AGCS

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

Shares in affiliated enterprises,
loans to affiliated enterprises, participations

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

Write-downs are made if the amortized cost of
acquisition at the balance sheet date is higher than the
market value or the long-term fair value.

Other investments

Stocks, interests in funds, debt securities,
and other fixed and variable income securities

Securities held as current assets according to section
341b HGB in conjunction with section 253 (1), (4) and
(5) HGB are valued in accordance with the strict lower-
value principle and carried at average cost of acquisition
or the lower market value.

Investments recognized in accordance with the rules
applicable to fixed assets are intended to serve the
business on a permanent basis. Their purpose is
attributed at the time the investment is added. The
attribution is reviewed when changes in the investment
strategy are made or a divestment is considered. These
securities are valued in accordance with the moderate
lower-value principle and reported at average acquisition
costs or a lower long-term fair value. Permanent impair-
ments are recognized in the Income Statement. For
impairments deemed to be temporary there is a choice
with respect to their amortization. As in the previous
fiscal year, AGCS in 2013 opted to not recognize
temporary impairments for economic reasons. This
results in undisclosed liabilities.



Registered bonds, debentures and loans

These are valued according to the moderate lower-value
principle and carried at amortized cost.

For registered bonds, debentures and loans the
difference between acquisition cost and redemption
amount is amortized over the remaining period based
on the effective interest method.

Write-downs are made if the amortized cost of
acquisition at the balance sheet date is higher than the
market value or the long-term fair value.

Bank deposits

These are recorded at face value.

Requirement to reinstate original values and write-ups

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

Funds held by others under reinsurance business assumed

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

Receivables and other assets

These include the following:

a) accounts receivable on direct insurance business
b) accounts receivable on reinsurance business

c) other receivables

d) cash with banks, checks and cash on hand

e) other assets

These are recorded at face value less repayments.

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

Allianz Global Corporate & Specialty SE

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

Plan assets

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

Deferred tax assets

The company does not use its capitalization option
according to section 274 (1) HGB to constitute a deferred
tax asset on the temporary difference between the
accounting valuation of assets, liabilities and deferred
income / prepaid expenses and their tax-based valuation,
if these differences will result in tax relief in the following
years.

Insurance reserves

Unearned premiums

In the direct insurance business, unearned premiums
are predominantly determined according to the daily
calculation method. In engineering insurance, unearned
premiums are accrued as a function of the risk
experience for each contract. Payments to agents were
deducted as non-transferable portions according to tax
guidelines. Flat rates were applied to a limited extent.
For reinsurance business assumed, unearned premiums
were determined on the basis of the information
provided by the ceding insurers. The reinsurers’ share
deducted from the gross unearned premiums was
calculated according to the same principles as the gross
premiums, likewise with deduction of non-transferable
portions.

In respect of quota charges with participation in the
original costs, the proportional unearned premiums
were accordingly deducted from the quota share of the
reinsurer.
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Notes to the Financial Statements

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

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

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

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

For loss adjustment expenses to be expected
in settling outstanding losses, reserves are constituted
in accordance with section 341g (1, 2) HGB.

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

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

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

Claims equalization reserve and reserves

similar to the claims equalization reserve

The claims equalization reserve and the reserves for
nuclear, pharmaceutical and terrorist risks are
calculated for the net retention portion according to
section 341h HGB in conjunction with sections 29 and
30 of the Government Order on the External Accounting
Requirements of Insurance Enterprises (RechVersV).
For the equalization reserve in the “other insurance”
line, Allianz Global Corporate & Specialty SE makes use
of the possibility of a further sub-division according to
the type of insurance.
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Other insurance reserves
Direct insurance business

Reserve for cancellations
The reserve for cancellations is determined on the basis
of the previous years’ experience.

Reserve for anticipated losses

The assessment is based on expected premium income
as well as loss and cost developments for the respective
line of business. The reserve is calculated taking into
account proportional interest income from the under-
writing reserves for the deductible portion only.

The reserve is calculated for both the direct insurance
business and for reinsurance assumed. It was not
necessary to set up such a reserve during the reporting
year.

Reserve for contractual subsequent premium
settlement

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

Other accrued liabilities

In principle, other accrued liabilities are stated in the
required amounts payable on maturity.

Pension reserves are calculated on the basis of actuarial
principles. The conversion expenses resulting from the
first-time application of the Accounting Law
Modernization Act (BilMoG) in 2010 will be distributed
over a period of up to fifteen years. In fiscal 2013,
essentially one fifteenth of this amount is recognized as
an extraordinary expense. This results from the retire-
ment commitments, which are centrally recorded at
Allianz SE (see Contingent Liabilities). The provisions for
jubilee payments, phased-in early retirement and early
retirement benefits are also calculated on the basis of
actuarial principles. With respect to the discount rate,
the simplification option set out in section 253 (2, 2)
HGB has been applied (duration of fifteen years). The
effect resulting from the change in the discount rate is
reported under other non-technical result. Additional
information on the accounting of company pension
commitments and similar commitments is provided
under “Supplementary information on Equity and
Liabilities” and “Contingent Liabilities” below.



Liabilities

These include the following:

a) funds held under reinsurance business ceded
b) liabilities from direct insurance business

¢) accounts payable on reinsurance business

d) liabilities to banks

e) other liabilities

These liabilities are stated at the amounts payable on
maturity.

Approximation and simplification methods

To the extent that calculations from ceding insurers
are not received in time for the fiscal year, the
corresponding amounts are estimated on the basis
of past experience, taking into account current
developments.

Currency translation

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

Investments denominated in foreign currencies are
valued at the middle forex spot rate at the balance sheet
date. This is done by means of the acquisition cost
principle. For fixed asset investments the moderate
lower-value principle is used while for current asset
investments the strict lower-value principle is used.

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

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

All receivables and liabilities recorded in foreign
currencies are valued with the middle forex spot rate
at the balance she