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SUMMARY

Articie 292 of EU Regulation 2015/35

1. The solvency and financial condition report shall include a clear and concise summary. The
summary of the report shall be understandable to policy holders and beneficiaries.

2. The summary of the report shall highlight any material changes to the insurance or reinsurance
company's business and performance, system of governance, risk profile, valuation for solvency
purposes and capital management over the reporting period,

The objective of the solvency and financial condition report for Grouparma Zastrahovane EAD is:
¥ adescription of business and performance;
¥ adescription of the system of governance and an assessment of its adeguacy for the risk profile;
v a description, separately for each category of risk, of the risk exposure, concentration, mitigation, and
sensitivity;
v" a description, separatety for assets, technical provisions, and other Habilities, of bases and methods used

for their valuation, together with an explanation of any major differences in the bases and methods used
for their valuation in financial statements:

v and a description of the capital management.

This Solvency and Financial Condition Report has been approved by the Groupama Zasirahovane EAD Board of
Directors meeting of 05/2017.

¢ Business and performance
Despite the still low market share, in 2016 "Groupama Insurance” EAD managed to increase its market share by
0.05 b.p. The increase is due to growth of Miscellaneous Financial Loss Insurance, Accident Insurance, Travel
Assistance, General Third Party Liability and Casualty Insurance for Motor Vehicles.
In 2016, the Company continued its portfolio development and diversification strategy and focused on
developing new products and services to offer its customers and pariners.
As regards the individual segment, "Groupaina Insurance” EAD invests in new products and services that will
increase the benefits for the Company's customers. Such a new insurance is, for example, the Sweet Home.
In 2016, Groupama continued to implement the C (@ re 2018 program, focusing on improving customer service.
As a result, the Company continued to invest in the provision of insurance viz the Internet and in the integration
of its systems with partners in order to facilitate the insurance policy.

e System of governance
There were no meaningful changes made to the governance system during 2016, apart from implementing
Solvency 2, which was decided at the end of 2015 and became into effect from effective 1 January 2016.
In FY 2016 there were no critical changes made to the entity’s risk management system.

s Risk profile
Given its activity and its positioning in the market, the entity is essentially exposed to insurance risk (premiums,
reserves, and catastrophes, and financial risks.
Premium risks and reserves have the advantage of extensive diversification between, the various kinds of
insurance on the one hand, between types of markets on the other, (personal lines, small businesses, enterprises
or agriculture, etc.}
Additionally, the entity has implemented an insurance risk mitigation system that consists of an array of
principles and rules covering underwriting and reserving, as well as a system of internal and external
reinsurance. The entity did not experience any significant change in its underwriting risk in FY 2016,
In compliance with the Group’s internal reinsurance policy, Groupama Zastrahovane EAD reinsures mostly
through Groupama SA and the external placements are in line with the group Strategy.
The risk profile of Groupama Zastrahovane is one of a typical pure non-lifc entity where the non-life
underwriting risk consumes the bigger share (64%) of SCR total amount, prior to diversification effect between
modules and Loss-absorbing capacity of deferred taxes.
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Market risk is the 3" most important risk: it represents 9% of the basic solvency capital requirement (SCR ~
before diversification and loss absorbing capacity of deferred tax assets). In FY 2016, the entity did not
experience any significant change in its market risk,

The entity has implemented a primary limit system for its main asset classes, and a secondary limit system
within each asset class designed to limit the holding of risky assets and avoid concentrations (issuers, sectors,
and countries).

e Valuation for solvency purposes
In FY 2016 there were no crucial changes in valuation methods for soivency purpeses except improvements
made during the Balance Sheet review with 31.06.2016 reference date.

¢ (apital management

The regulatory solvency capital requirement (SCR} and minimum capital requirement (MCR) coverage ratios are
respectively 118% and 1067 %.
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A. BUSINESS AND PERFORMANCE

A.l. Business
AL, Overview of the entity Groupama Zastrahovane EAD

A.1.1.1. Organisation of the entity

{A} the name and legal fornt of the company;
(b) the name and contact details of the supervisory anthority responsible for financial supervision of the
company and, where applicable, the name and contact details of the group supervisor of the group to which the
company belongs: _ S S
(é) the name and contact details of the external auditor of the companmy;

Groupama Zastrahovane EAD is a joint stock company owned 100% by Groupama SA.

Groupama Zastrahovane EAD is present in most major non-tife market segments (accident, motor casco, cargo,
fire and property damages, motor third party Hability, general third party, professional and product labilities,
miscellaneous financial risks, travel and road assistance).

The Company operates through a multi-channel distributive system.
For these activities, Groupama Zastrahovane EAD is governed by Bulgarian fnsurance Code.

= Supervisory authority responsible for financial supervision of the of the company

The company Groupama Zastrahovane EAD is supervised by the Financial Supervision Commission - 1000
Sofia. 16 Budapeshta str, Bulgaria.

t  Company's independent auditor

The independent auditor of Groupama Zastrahovane EAD is PriceWaterhouseCoopers Audit OOD, located at 9-
11, Maria Luiza bivd, Sofia, Bulgaria and , represented separately by CEQs Rositsa Raikinska-Boteva and
Tsvetana Tsankova and procurator Stefan Weiblen.

A.1.1.2. Description of the Group and the company’s Groupama Zastrahovane EAD position
within the Group
(&) where the company belongs to o group, details of the company's position within the legal structure of the
group;
EIOPA — Guidelines on reporting and public disclosure — EIOPA —BoS-15/109
Guideline I — Business
¢) a simplified group structure .
Groupama is a mutual insurance, banking, and financial services group. A major playver on the insurance market
in France, it is also present internationally.
The network of Groupama (the "Group") is organised around a structure established on the three following
levels:
- Local mutual companies (the "Local Mutuals”): they are the basis of Groupama’s mutualist organisation;
allowing true proximity to be established with the policyholders. {.ocal mutuals are reinsured with regionai
mutuals according to a specific reinsurance mechanism by which the regional mutual takes the place of the local
mutuals within its district in fulfitling their insurance commitments towards members.
Groupama has a network of 3,140 local mutuals ( figures for 2015 .
- The regional mutuals are insurance companies that, under the control of a central body Groupama SA with
which they are reinsured, are responsible for their management, pricing and product policy and, as part of the
Group's strategy, their sales policy. The Groupama network had 9 regional mutual in metropolitan France, 2
overseas mutuals and 2 specialist mutuals.
- Groupama SA: the Group’s central body is 2 "non-life” insurance and reinsurance company, the holding
company for the Equity Management Division of the Groupama group.
Groupama SA and its subsidiaries, which make up the Equity Management Division of the Groupama group,
maintain with their controlling shareholders, the Groupama regional mutuals, which make up the Groupama
group’s Mutual Insurance Division. close and long-lasting economic relationships mainly in the areas oft
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- {i) reinsurance, through exclusive reinsurance and in significant proportions of Regional Mutuals with
Groupama SA. which provides economic support and a transfer of a part of their property and casualty activity to
Groupama SA;

- (ii) business relations between Groupama SA subsidiaries and the Regional Mutuals that include the
distribution provided through Regional Mutuals; of Group products such as life insurance, pensions, banking,
and services; especially

- {iif) a scheme concerning systems of security and support aimed at ensuring the security of the business and the
financial strength of all the Regional Mutuals and of Groupama SA, and for organising support.

A.1.1.3. Qualified holdings in the company and related companies

{cl) e deseription of the holders of qualifying holdings in the company;

EIOPA — Guidelines on reporting and public disclosure ~ EIOPA ~BoS-15/109

Guideline 1 — Business

a) The name and location of the legal or the natural persons that are direct and indivect holders of qualifving
holdings in the company (including the immediate and uitimate parent entity or natural person), the proportion
of ownership interest held and, if different, the proportion of voting rights held:

b) A list of material related companies including the name, legal form, country. proportion of ownership
interest held and, if different, proportion of veting rights held:

¢ Holders of gualified equity interests in the company

Description of holders of qualified equity interests in the company:

Article 13 (21). of Directive2009/138/EC: a “qualifving holding” means a divect or indirect holding in an
company which represents 10 % or more of the capital or of the voting rights or which makes it possible to
exercise a significant influence over the management of that company;

There are no legal or the natwal persons that are direct and indirect holders of qualifying holdings in the
company, as the entity is 100% owned by Groupama SA which has a mutual structure.

e Significant related companies

In accordance with articles 212 (1) (b), 13 (20) and 212 (2} of the Solvency 2 Directive of 2009, related
companies are either a subsidiary company or another company in which ownership is either directly or
indirectly greater than 20%, or one in which dominant influence is exerted.

Groupama SA holds 100% of the entity.

A.1.2. Analysis of the activity of Groupama Zastrahovane EAD

() the company's material lines of business and material geographical areas where it carries out business;

A.1.2.1. Activity by significant line of business

Groupama Zastrahovane EAD is present in most major non-life market segments {accident, motor casco, cargo,
fire and property damages, motor third party liability, general third party, professional and product liabilities,
miscellaneous financial risks, travel and road assistance). The biggest shares are in household, industrial fire and
motor. The Company operates through a multi-chanael distributive systemn (banc-assurance and broker being the
major channels but also regional agencies and travel agents).

A.1.2.2, Activity by main geographical area
All activities are carried out in Bulgaria.

A.1.3. Significant events of the year

&) any significant business or other events that have occurred over the reporting period that have
had a material impacr on the company.

In 2016, the Company's efforts were mainly aimed at improving the cooperation with DSK Bank. Through its
strategic partner, "Groupama Insurance” EAD realizes 57% of the gross premium income in the general
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insurance in 2016, The company started the sales of a new product "Sweet Home" which helped implement the
annual plan for property insurance. Moreover, since April, the sale of accident insurance to cardholders and
borrowers has begun. The company is trying to gradually take over the accident portfoiio of Groupama
Zhivotozastrahovane.

By decision of 2016, the Financial Supervision Commission appointed a review of the balance sheets of
insurance companies. This review was carried cut under a methodology developed under the guidance of a
Steering Committee, including representatives of the Financial Supervision Commission, EFOPA. the European
Commission, the Bulgarian National Bank and the Ministry of Finance. The balance sheet review was carried
out with a reference date of 30.06.2016. The purpose of the audit is to apply the Solvency 2 requirements and to
assess the capital adequacy of the companies,

A.2. Underwriting performance

The solvency and flnancial condition report shall include qualitative and quantitative information on the
insurance or reinsurance company’s underwriting performance, at an aggregate level and by material line
of business and material geographical areas where it carvies out business over the reporting period, together
with a cemparison of the information with that reported on the previous reporting period, as shown in the
company's financial statements.

A.2.1. Overall underwriting performance

thousands of BGN ‘NL Business' L Business 'L & NL Businesq
Premiums written

gross R 12100 -

reinsurers' share o ' - 682 -

net ' ' 11418 -

Premiums earned o

gross _ R L. 10785 -

reinsurers’ share o - =967 -

net . 9818 -

| Claims incurred o

gross R 2

net ' ' 3979 -

Changes in other TPs o

gross . 386 - o 3wl
reinsurers' share I
net .. o388
Expenses incurred : -6 192 : 6192

= General analysis of underwriting expenses and income
The total amount of written premiums only direct business as at 31 December 2016 amounted to BGN 12.1
mitlion (gross) and BGN 11.4 miilion (net).
Earned premiums amounted respectively to BGN 11.8 million {gross) and BGN 9.8 million (net of reinsurance)
—the earned premiums are calculated while using UPR gross of DAC.
Claims amounted to BGN 4.2 million (gross) and BGN 4 million (net of reinsurance) representing a claim to
earned premiums ratio of 39) % gross and 41 % net of reinsurance,
The changes occurring in other technical provisions came to BGN 0.3 million (gross).

. The ratio of costs incurred to premiums earned amounted to 57 % (gross) and 63%.

= Breakdown of Non-Life and Life Activities
- 100% for Non-life activities
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In 2016 all the business of the entity was carried out in Bulgaria..
A.2.2. Premiums written

The most significant lines of business are fire and other damages, motor vehicle liability, other motor insurance
and miscellanecus financial ioss.

Premiums written
{thousands BGN) _
Fire and other damage to property insuf:
Motor vehicle lability insurance ;
Other motor insurance )
Miscellaneous financial loss
Income protection insurance
Assistance

Other *

Total NL

Life

Total L

Total NL& L

512100

Breakdown of Non-Life premiums written by business line (gross) in 2016 - for direct business:

5000 - o -
s
g 4000 )
4
'E BOOD ool v st e s
g
2 2000 S e e e I
£
: 43% 2%
o B e SR s ——— PR —
Fite and other  Motorvehicle  Othermoter  Miscellaneous income Assistance Other *
damage to ability insurance finarcial loss protection
propesty insurance insurance
insurance

* The line “others” contains all the non-significant lines of business - General liability insurance and Marine, aviation
and HAnsSpore insurance - .
Premiums written came to BGN 12.1 million (gross) and BGN 1.4 million {net of reinsurance). The premiums writien
differ from the premiums recognised as per FSC Ordinance 30 by 290 th. BGN stemming from refunded premiums
recognized as expenses as per the old regime. The earned premiums differ by 1 965 th. BGN as the Qrdinance 30
results are with the use of UPR net of DAC.
The 3 business lines Fire and other demage to property insurance, Motor vehicle liability insurance, Other motor
insurance are the most representative with 74% of the total premiums written (gross):
- Moto business lines ("Motor vehicle third party Hability (MTPL)Y" and "Other motor vehicle insurance')
represent 57% of premiums (gross).
- Premiums written for business line "Fire and other casualty to the property”, amounted to BGN 5.2 million
gross. This business line includes the following products:
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- Home insurance — Sweet Home, Comfort Home, Fire & Other Damages to Loan Borrowers,
Fire & Other Damages to SME. industrial Fire, Property All risks

A.2.3. Claims incurred

-Claims Incurred

{thousands BGN}

Other motor insurance

Motor vehicle liability insurance | o
Fire and other damage to property insuf* = .
Assistance f

Marine, aviation and transport insuranef” | . 8¢
ncome protection insurance Er
Miscellaneous financial loss
General liability insurance
Total NL

Life

Total L S
Total NL & L a7
Breakdown of non-life cost of claims (gross) in year N - direct business:

IR A0G

~288283883

thousands BGN

Claims incurred costs amounted to BGN 4.2 million. The ratio of the cost of claims to total premiums earned
was 39% (gross).

The cost of claims is found concentrated in motor lines

«  Other motor insurance where the portfolio is still not developed and management decided on keeping BE
identical to accounting reserves with very high IBNR. The company already management took measures
towards the portfolio improvement through segmentation of clients and car classes.

- Motor third party liability the maturing the portfolio.

A.24. Expenses incurred
Technical expenses / Technical Overhead consist of
- Movements in DAC
- Acquisition costs

- Administrative expenses
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The administrative expenses amounted in total to BGN 6.2 milfion in 2016, an increase’decrease of 2% firom
year 2045, The rate compared to preminms earned is 63% to net earned premivms.

The administrative expenses break down fo:

Supplies

Services

Payrol

Depreciation & Amortisation
Other

Total

Technical Overhead - Administrative Expenses

2616 2015
56 94
9635 880
2487 2328
230 343
202 381
3940 4026

A.2.5. Changes in other technical provisions

Changes in the other technical provisions are related to the change of the FSC reporting ordinances.

A.3. Investment performance

(¢} information on any investment under securitisations.

The solvency and financial condition report shall include afl of the following qualitative and gquantitative
information regarding the performance of the investments of the insurance or reinsurance company over the
reporting period together with a comparison of the information with that reported on the previous reporting
period, as shown in that company's financial statements:
(a) i);vformmibn on income and éxpéhses arf;v-i};r;g fra-m”invesln-:ems by asset class and, where nébe&sar_;: fora
proper understanding of the income and expenses, the components of such income and expenses:

(b) information about any gains and losses recognised divectly in equity; '

The table below shows investment income., net gains and losses, and unrealised gains and losses by asset
category excluding investment management fees,

‘BGN 31/122016
Asset category Income {dividends, interest, Net gains and ](?sses (Sale or .Um*ealised
and rent) maturity) gains and losses
Con40 COO70 + COO80 + CH090 Coion colln
i;f;;iﬁj}jonds {Government and 399 779 27 638 218 767
3. Equities - - -
4. Companies for Collective ) ) i
Investient
3, Structured securities - - .
6. Guaranteed securities - - -
7. Cash and deposits 1479 - -
9. Tangible assets - - -
Other - - -
Dertvatives - - -
Total A01 258 22638 418767
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N.B. Net gains and losses arve the difference between the sale or maturity value and faiv value at the end of previous financial
vear.

Unrealised gains and losses are assets not sold or maturing during the year. They are ealeulared as the difference between
fair value at year end and fair value at the end of the previous year,

A4, Performance of other activities

The solvency and financial condition report shall describe the other material income and expenses of the
insurance or reinsurance company incurred over the reporting period together with a comparisen of the
information with thar reported on the previous reporfing period, as shown in that company’s financial

starements.

A.4.1. Income and expenses {from other business lines

A.4.L1. Other technical income
The company did not receive any significant technical income outside the net insurance premium income and the
financial assets income.

A.4.1.2. Other non-technical income and expenses

The company did not receive or incur any non technical income or expenses outside the own financial assets

gains and losses.

A.5. Any other information

The solvency and financial condition report shall include in a separate section any other material information

regarding their business and performance of the insurance or reinsuraice company.

None
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B. SYSTEM OF GOVERNANCE

B.1. General information about the system of governance

B.1.1. Description of the system of governance

B.1.1.1. At the entity level
Groupama Zastrahovane EAD is join-stock company 100% held by Groupama SA. Groupama SA is

the Sole Owner of Groupama Zastrhovane EAD.

For its activities, Groupama Zastrahovane EAD is governed by the Bulgarian Insurance Code and is
supervised by the Financial Supervision Commission.

The decisions of the Sole Owner are obligatory and binding on the other bodies of the Company.

As specified in the By-Laws of Groupama Zastrahovane EAD The Sole Owner can:

. amend the Bylaws of the Company,

. increase or decrease the capital of the Company,

. reorganize or wind up the Company,

. appoint and dismiss the members of the Board of Directors and determine the guarantee that
each member of the Board of Directors shall provide for its management,

. determine the remuneration of the members of the Board of Directors, including their right to
participate in the profit of the Company as well as to acquire shares and bonds issued by the Company,
. appoints the holder of Internal Audit Function;

. appoint and dismiss registered auditors from a list of auditors approved by the FSC;

. approve the annual financial report after the registered auditors have certified it, make
decisions on profit distribution, payments to the reserve fund of the Company and payment of
dividends;

. decide on issuance of bonds,

. appoint lignidators when the Company is being wound up, except in case of bankruptey or in
other cases as specified in the legislation;

. exempt the members of the Board of Directors from responsibility;

. approves strategic mid-term (3-year) and long-term (5-year) plans for activity of the
Company;

. takes decisions for setting up a new company or acquire a stake in an existing company, in
case the stake of the Company

. approves contracts for purchase or sales of property between the Company and Member of the

Board of Directors, if the price specified in the contract or the market value of the property is greater
than 0.1% of the capital of the Company. This limitation shall not be applied to contracts included in
the Company’s daily business;

. decide on other issues, which are within its competence according to the legislation or these
By-laws.

As specified in the By-Laws of Groupama Zastrahovane EAD the following transactions may be
conciuded only by a decision of the sole owner:

. transfer of the ownership or right of use of the entire business and undertaking of the
Company;

. disposal of assets with total value during the current year exceeding one half of the value of
the assets of the Company according to the latest certified annual financial report;

J undestaking obligations or providing collateral to one person or to related persons, with value
during the current year exceeding one half of the value of the assets of the Company according to the
latest audited annual financial report.
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Groupama Zastrahovane is governed by a Board of Directors that appoints a CEQ and a procurator.
The management of Groupama Zastrahovane EAD is provided by two effective Directors managers -
executive director and procurator.

As a wholly consolidated subsidiary of GROUPAMA group, Groupama Zastrahovane is actively
committed to the latter’s governance policy and applies it in ifs own organisation.

B.1.1.2. At the Group level
The Group has a governance method which empowers everyvone involved within the organisation.

Members elect their representatives at the local level with over 41,000 elected, who then elect their
own representatives at the regional and national level ( 2015 numbers) Administrators, who are
insured by the mutuals, control all the Boards of the Group's mutual entities. They select the Managers
who handle operating activities. The elected representatives participate in alt the Group's decision-
making bodies, whether in the 3,140 local mutuals {these are 2015 numbers), the nine regional
mutuals in mainland France, two regional mutuals in the French overseas departments, and the two
specialised mutuals, or national authoritics through federations and Board meetings of Groupama SA
and its subsidiaries.

Since 2003, Groupama has had three central organisational entities:

- the Fédération Nationale, comprised of the Groupama regional mutuals. Its duties are to define the
overall strategies of the mutual insurance group and check thetr application, act as an agriculiural
trade organisation at national level, and promote mutual-insurance principles within the Group. The
FNG is an association governed by the French law of 1901;

- Groupama Holding: the function of this intermediate entity is to ensure the financial control of
Groupama SA by the regional mutuals, by combining all their equity interests,

- Groupama SA is the sole reinsurer for the regional mutuals and the lead holding company of the
Groupama Group's capital division. It directs the operational activities of the Group and its
subsidiaries, and has become the central body of the Groupama network since the Act of 26 July
2013 concerning the separation and regulation of banking activities.

The entities share the same Chairman and the same executive management to ensure greater
consistency.
As its central body, Groupama SA is responsible for ensuring the cohesion and proper functioning of
the network organisations, to assume the administrative, technical, and financial control over the
organisation and management of the network of bodies, to set strategic guidelines for the latter, to
issue all necessary instructions to this effect, ensuring their effective implementation, and, in
particular, take all necessary measures to guarantee the sofvency and the commitments of each of the
network organisations as with the Group.

Groupama SA, a French société anonyme, is 99.97% owned by the Caisses Régionales d’ Assurances

et de Réassurances Mutuelles Agricoles and the specialist mutuals (“regional mutunals™) through

Groupama Holding and Groupama Holding 2. The remaining portion of its share capital (0.03 %) is

owned by former or current agents and employees of Groupama SA. Both Groupama Holding and

Groupama Holding 2, which are French sociétés anonymes, are wholly owned by the regional

mutuals.
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(1) Since regional and local mutuals are mutual insurance companies, companies without share capital, there is no capital
relationship between them. Local mutuals are members of a regional mutual from which they get reinsurance.

(2) 92.01% held by Groupama Holding and 7.96% held by Groupama Holding 2.

Groupama SA’s Board of Directors comprises the chairmen of the 9 regional mutuals in France in
addition to independent directors. The Board of Directors of the main subsidiaries includes a chairman
from a regional mutual, directors of the Groupamna National Federation (themselves directors of
regional mutuals}), CEOs of regional mutuals, and representatives of Groupama SA management.

B.1.2. Structure of the administrative, management, and supervisory body of Groupama
Zastrahovane
(@) the structure of the undertaking's administrative, management or supervisory body, providing
a description of its main roles and responsibilities and o brief description of the segregation of
responsibilities within these bodies, in particular whether relevant committees exist within them,
as well as a description of the main roles and responsibilities of key functions;
(b} 'any material changes in the system of gbi}e)‘nance that have taken pi'ace' over the reporting
period;
The administrative, management, and supervisory body of Groupama Zastrahovane consists of its
Board of Directors and its effective managers.
Apart from the implementing of Solvency 2, which was decided late 2015 and effective from 1
Januwary 2016, no significant changes to the governance system occwred during FY 2016,

B.1.2.1. the Board of Directors

B.1.2.1.1. Membership

Company administration is undertaken by its Board of 4 Directors appointed by the Sole Owner
Groupama S.A.
The Board of Directors consists of the following individuals:
- One Chairman
- Three members, where:
o one is an independent member and
o one is Chief Executive Officer

B.1.2.1.2. Main roles and responsibilities

s Responsibilities of the Board
The board of directors determines the direction to be taken by Groupama Zastrahovane’s business
activity, has oversight of its implementation, and audits Management operations. Subject to the powers
expressly attributed to and within the limits of the corporate purpose, it has concern for any issue
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affecting the smooth running of the entity and governs by its resolutions, issues that concern them. In
addition, it performs any audits or controls it deems timely.

& Responsibilities of the Chairman of the Board of Directors
The Chairman of the Board of Directors will organise and lead the work of the Board of Directors, on
which he reports to the Sole Owner. He has oversight of the proper functioning of the bodies of the
entity, and in particular that directors are able to fulfil their mission.

= Authority reserved for the Board of Dirvectors

Under the bylaws of the Company, some operations must be subject to prior approval by the Board:

In accordance with the articles of By-laws of the company the Board of Directors:

- Ensures the executions of the decisions of the sole owner

- Decides if it is not in the competence of the sole owner on acquisition and disposal of real
estate or other property as well as on undertaking obligations if their value is greater than the value
that has been specified in the Company’s internal regulations

- Determines the methods of formation of insurance reserves and other funds if these methods
are not explicitly determined in the acting legislation and determines how they are to be raised and
spend

- Adopts the insurance technical plans, the general terms and conditions of insurance contracts,
the insurance tariffs, takes decisions regarding the types of insurance products with the respect of
which a permission from the competent insurance regulatory body will be requested

- shall allocate the net investment income from investment of insurance reserves among savings
insurance contracts,

- approve plans, programs and prognosis relative to the activities of the Company, except for the
plans whose approval is in the competence of the Sole Qwner;

- decide on the Company's internal structure;

- decide on opening or closing of branches;

- prepare the annual financial report, Company's activities report and a proposal for profit
distribution;

- decide on constitution or participating in associations, unions, companies and other
organizations in Bulgaria and abroad, except for the cases when this decision is in the competence of
the Sole Owner;

- exercise the rights originating from possession of stakes or shares in other companies,
determines the persons who shall be proposed to participate in the supervisory or management bodies
of companics in which the Company has acquired shares;

- take decisions for sale of shares held in companies for termipation of the Company's
participation in associations, unions, companies and other organizations in Bulgaria and abroad;

- appoint a Chairman, of the Board of Directors and one or more Executive Directors from
amongst the Members of the Board, define their rights and obligations and may dismiss them from
their positions;

- take decisions to delegate its own competencies to one or more of its mermbers;

- approve rules for its opinion, internal regulations for the operations within the Company, rules
on allotment of insurance commissions, rules for claims handling and other rules regulating the
Company activities or such that are required according to the legislation;

- create subsidiary and consultative bodies and determine their personal composition, mandates
and rules for operation;

- approve contracts for granting or taking loans or credit facilitics for sums exceeding the
amounts specified in the Internal regulations of Company;

Certain operations are also subject to approval by the Board of Directors if they exceed a unit amount
set by the Board of Directors.
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B.1.2.2. Executive Management

B.1.2.2.1. Main roles and responsibilities

The Board of Directors assigned the management of the Company to one Executive Director elected
from among its members and determined her additional remuneration as an Executive Director. The
relations between the Company and the Executive Director is established by a contract that is
concluded in writing by the Chairman of the Board of Directors on behalf of the Company.

The Executive Director together with the procurator:

. organizes the execution of the decisions taken by the Sole Owner and the Board of Directors,

. manages the activity of the Company and decides on all matters within her competence
according to the By-laws, the Decisions of the Sole Owner and the Board of Directors, and the
Company's internal Regulations;

. controls the activity of the Company, except for the cases when the control is within the
competence of other bodies of the Company;

. reports immediately to the Board of Directors about all material circumstances to the
Company;

. represents the Company before state and municipal bodies and organizations, courts of law or
specific jurisdictions, before legal and natural persons as well as in the course of maintaining the
employment relations, with the Company's employees,

. authorizes, within her own competence, other persons to perform certain activities,

. takes any other decisions and performs any other activities that are within histher own
competence according to the legislation, the By-laws, the Decisions of the Sole Owner, the Board of
Directors, the Company's internal regulations and the contract between her and the Company.

B.1.2.2.2. Role of the management meeting
The Management meeting is a committee consisting of all senior management staff assists the CEQ

and the procurator in carrying out their duties in managing the Company.

It prepares the operational decisions within the scope of Groupama Zastrahovane, and brings together
representatives of the main management divisions setting the work priorities of the company's various
divisions and ensuring application of their decisions.

B.1.2.2.3. Delegation of responsibilities
The current system for delegating powers to Groupama Zastrahovane in collaboration with Group

compliance, has been set up as follows:

- itis based on the management reporting line;

- it relies on a network of corresponding powers that have been designated in each of its divisions
and the main French subsidiaries of Groupama SA;

- requests for delegation of authorily are issued by the sectors concerned, according to their
requirements, and are established according to a list compiled and controlled by the Legal
Department,

They fall into three distinot categories: delegations of power per se, delegation of signature

autherisation and, lastly, representation mandates. Only the delegation of authority entails the transfer

of responsibilities, particularly with respect to criminat law,

B.1.3. Key functions
-a description of the main roles and responsibilities of key fanctions;
Orientation 3 (Prudential Control and Resolution Authority - ACPR - French regulator) Notice):
governance structure
Under section "B.1. General information on the system of governance” of the Solvency and Financial
Conditions Report (SFCR), as provided in Appendix XX of Delegated Regulation (EU) no. 2015/33,
wherein undertakings describe the provisions that empower key fimctions with authority, resources
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and the operational independence required to carvy out their tasks and to report to the board of
directors or the supervisory board and to advise them.

The Board and comumittees are supported by dedicated key functions, which are adjusted to the
Company’s structure and main risks, namely risk management, compliance, actuarial and internal
audit. All key functions are properly identified and formalized presenting a correct segregation and
independence. Due to the specificities of internal audit key function it is directly attached to the
company’s BOD. The risk management and compliance function are covered by the Risk
Management, Compliance and Quality Assurance Director.

Below an extract of the organization chart of the Company which indicates that independence and
separation among the different contro! functions is available:

Board of
Directors

Internal Audit
Bapartrment

T l
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Communications hoy Control & QOffice Management ©  © Department
_ Pepartment ; Atchiving Q Reparimant S
e “ Department 1 Logisti i
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B.1.4. Remuneration policy and practices
¢} information on the remuneration policy and practices regarding administrative, management or
supervisory body and, unless otherwise stated, employees, including:
(i) principles of the remuneration policy, with an explanation of the reldt'ive‘fmpoﬂdﬂce of the fixed
and variable components of remuneration;
(ii) information on the individual and collective performance criteria on which any entitlement to
share gptions, shares or variable components of remuneration is based,;
(iii) a descﬁ'ption bf the main characteristics of supplementary pension or early'fetirem'ent schemes
Sfor the members of the administrative, management or supervisory body and other key function
holders;

B.1.4.1. Remuneration policy and practices of members of the Board of Directors
Except the independent member the Directors are not remunerated by the entity. The remuneration of
the independent member is a fixed amount approved by the sole owner..
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B.1.4.2. Remuneration policy and practices of corporate officers

Concerning the CEQ remuneration consists of a fixed portion, a variable annual and multi-year
portion, additional pension plans, and various kinds of benefits.

The annual variable remuneration is defined on a target amount based on quantitative criteria
hinging on achieving performance indicators and risks management, and qualitative criteria based
on objectives set in advance. The multi-year variable compensation is subject to performance
criteria on the basis of pre-defined quantitative targets. The various criteria are defined by the
Groupama SA Management.

B.1.4.3. Remuneration policy and practices applicable to employees
- afixed salary;

- an individual variable remuneration based on objectives for senior and middle managers, These
objectives are determined so as to avoid creating situations of conflict of interest, or situations
contrary to rules of good conduct,;

- a collective variable remuneration based on company criteria for all staff and company and
group criteria for managers.

B.2. Requirements of competence and integrity (fit and proper)

a) a description of specific skills, knowledge and expertise reguirements applicable to the effective
managers or those occupying other key functiom‘

(h)a description of the process for. assessmg ‘the f it amf proper qualmes of rhe(gj‘ecm ° managezfs or
those-occipying other key fumctions 0 oo : i .

B.2.1. Tit and proper requirements

B.2.1.1. Procedure for assessing director competence
»  Director appointment procedure
The nine Groupama SA directors representing the controlling shareholder appointed by the general
assembly are the nine directors of the French regional mutuals. . They participate in all Group
decision-making processes through their chairmanship of the collegiate bodies of the mutual insurer
pyramid. Their experience , along with the training they received to assist in exercising the
responsibilities of Groupama SA’s board of directors, is such as to give each of them and the ensemble
they make up, both a common, shared experience of administering insurance companies and a good
level of business knowledge.
Independent directors are selected and put proposed to the at the Groupama SA General Meeting of
Shareholders on the basis of expertise that is complementary to that of the directors representing the
controlling shareholder, especially broader knowledge and experience in areas of finance, insurance,
business, and technology, etc. These directors also benefit from the training modules dedicated to
members of the board of directors,
The two directors elected by employees and not appointed by the general meeting of sharcholders also
benefit from the training modules dedicated to members of the Board of Directors.
¥ Training programmes during directors’ rerms
Groupama SA directors regularly receive training sessions organised as part of the framework of the
Board of Directors or externally.

B.2.1.2. Procedure for assessing the fitness of chief executives
The selection and appointment procedure for board members, executive directors and procurators is

done in 3 stages:

- the group's human resources management draws up succession plans identifying senior
managemnent and executive positions on the one hand and employees who might ocoupy them on
the other:
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- the selection of employees to fill these succession plans rests on annual staff reviews and
implementation of an external assessment,

- training cycles that include a high level development plan for senior executives of the Group.

Groupama SA’s Remuneration and Appointments Committee has specifically the task of reviewing the

succession plans drawn up by the Group's Human Resources Management beginning with identifying
upper executives who might occupy positions of top managers periodically, and issues an opinion to
the Board of Directors of the company upon the appointment.

B.2.1.3. Procedure for assessing the competence of key function holders

The selection process for key function holders is similar to that of top managers, with the exception
that key function holders are not deemed to be upper managers,

They must have extensive experience and competence in the financial and/or actuarial insurance field.

B.2.2. Proper
Groupama SA applies the same requirements of integrity to directors, senior managers, and key
function holders, and verifies that the requirements of good repute of the individual concerned are met
based on the absence of convictions referred to in the Insurance Code.
At the time of the appointment or renewal of the senior manager's or key function hoiders term of
office, they systematically asked to submit their abstract from the criminal records office so as to
check that that they meet the required conditions of good repute. Concerning the appointment or
reappointment of a director, they will be asked to sign an affidavit of no convictions.
While in office, and at least once a year, senior managers, key function holders, and directors are
asked to sign an affidavit of no convictions.

B.3. Risk management system, including the own risk and solvency assessment

B.3.1. Risk Management System

{a) a description of the company's visk management system including strategies, processes and
repomng procedures, and how it is able to effectively identify, measure, monitor, manage and
'report on a continuous: basis, the nsks on an mdtvzdual ami aggregated lm el, fo Much r!w
_mmpam is or coaédbe exposed: : Cubi IR
b} a desuzpfztm of how the risk management syvtem mdzm’mg the ris -management functmn are
mzplemented and mtegrated into the argammtwnal structure and decmon-makmg pmces;es‘ of
the compiny. T : : : : :

.3.1.1. Objectives and strategies of the company’s risk management

Groupama Zastrahovane EAD has set up a risk management system whose organising principles, and

defined by the Group, meet Solvency 2 requirements. These principles are outlined in the risk

management policy in terms of identification, assessment and risk management methods as well as in
organisational terms. This risk management policy is complemented by a set of written policies
specific to each type of risk and validated by the authorities of Groupama Zastrahovane EAD.

The risk management strategy, defined in line with the company’s strategy, is based on maintaining a

balanced risk profile based in particular on:

The diversification of risk between insurance business lines (e.g. motor, property and casualty
insurance, personal insurance) and markets (e.g. individual, small and medium sized enterprises,),
as well as geographic areas;

A business portfolio featuring risks for which the entity has solid skill and experience;

Prudent practices for managing portfolios, underwriting, and reserving;

An investment policy that diversifies risk between asset classes and provides guidance for the main
concentration risks;

- An insurance risk mitigation system consisting of an internal reinsurance protection with Groupama
SA and external reinsurers covering, in particular, important risks. This reinsurance facility, which
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is subject to annual monitoring, is set up so that the entity's retention in case of an incident is
generally less than 10 vears in return period equivalent. Moreover, the Group, in agreement with
the entity, has established vertical protections that safeguard it against the occurrence of
bicentennial events. Finally, the entity subscribed on 01/01/2016 to a horizontal protection against
the accumulation of natural events;

The use of mitigation techniques for operational risks (e.g. permanent control system, contingency
solutions / business continuity plans, physical safety and IT security, etc.).

As for assets, the entity has specifically set up a primary limit system (main asset classes) and

secondary limit system {within each asset class) that aims to:

- restrict the holding of risky assets (equities, real estate, and credit, etc.);

- define a minimum cash position;

- avoid concentrations in counterparties.

This limitation system was defined by the Group and then made available to the entity. It takes into

account its resilience to simultaneous shocks to the assets.

For liabilities, in addition to the reinsurance arrangement {see above), the specific risk to each business

line is integrated by defining within the company's strategic and operational business planning a loss

ratio target per business line that takes into account a minimum profitability tevel of the regulatory

capital (technical SCR in a Group vision) necessary for the business line. This approach, initiated at

Group level, is in the process of being applied/will be applied at the entity level.

Regarding operational risk, the method is based on a process approach. This approach leads to

determining the operational risks that could affect the process, identifying them, implementing

controls, and managing the corresponding risks. The system, applied to all processes (possibly adapt

the text to the entity), relies on implementing permanent controls. Eventually, the roll-out of a

common application for managing operational risk will enable, among other things, the monitoring of

the control results and the recording of incidents.

B.3.1.2. Identification, assessment, and monitoring of risks
The risk management system relies on efficient processes to identify, measure, monitor, manage, and

report, constantly, all risks at the individual and aggregate Ievel to which the entity is or may be
exposed.

Groupama Zastrahovane EAD completed and annually updates its risk mapping on the basis of
classifications defined by Group standards and by main risk areas (operational, insurance, and
financial risks). These classifications are based on risk categories taken into account in the regulatory
Solvency 2 calculations along with other risks, quantifiable or not, that are not included in the
regulatory calculation. Homogeneous risk categories are defined and the types of risk are broken down
into finer classifications based on their manifestation.

B.3.1.3. Internal governance and reporting lines
In terms of organisation and governance, the roles and responsibilities of the board, the executive
management, the key functions, and operational or support departments in terms of risk management
are detailed in the risk policies.
The steering of the risk monitoring system is provided by specialised committees according to risk
families and, at the Executive Management level, by the Risk Committees.

k.

# The General Risk Committee: its composition is identical to that of the Executive Committee.
Its assignments involve validating the risk management policy, including setting risk limits
and approving the risk management measures, and supervising the management of the entity's
major risks.

» The Operational, Financial and Insurance Risks Committees are composed of managers of the
department “owners” of major risks in the fields concerned.

The risk management system as presented above includes a reporting and communication network that

attows rapid reporting of the risk information to management.
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At the same time, the evaluation of own risks and solvency (section B.3.2.) is performed by the entity
in accordance with the regulations, and communicated to the entity's governance bodies.

B.3.2. Own risk and solvency assessment
{a) a description of the process undertaken by the to fulfil its obligation 1o conduct an own risk
and solvency assessment as part of its risk management system including how theown risk and
solvernicy assessment is integrated into the organisational structure and decision making
processes of the company;
(b) a statement detailing how often risk and solvency assessment is reviewed and approved by the
company's administrative, management or supervisory body;
{c} a statement explaining hiow the company has determined its own solvency needs given its visk
profile and how capital management activities and risk management system interact with each
other.
The objective of the own risk and solvency assessment (hereinafter referred to as "ORSA" acronym
for Own risk and Solvency Assessment) is:

- to analyse and evaluate all the risks and the solvency situation over the short and medium term - the
time frame is determined by the strategic operational planning;

- to identify the resources required to face these risks.

B.3.2.1. General organisation of the ORSA work

Groupama Zastrahovane EAD is in the process of developing, in keeping with the Group's approach, a

policy defining its principles in terms of ORSA. This ORSA draft policy stipulates the content of the

annual ORSA file that includes at least the following:

- an assessment of the risks that the entity is facing or might be exposed to, including non-Pillar 1
risks such as liquidity, commercial, reputation, regulatory, jurisprudential, and emerging risks...;

- an analysis of the disparity between the entity's risk profile and the assumptions underlying the
calculation of the entity's regulatory requirements according to the standard formula,

- an assessment of the entity's compliance with the regulatory requirements covering solvency and
the technical provisions within the business plan timetable;

- an evaluation of the solvency under adverse situations;

- a determination of the global solvency requirements, namely all of the means the entity needs to
deal with its risks and to develop in accordance with its strategic plan and within the margins of
safety sought by management in terms of risk tolerance.

B.3.2.1.1. Organisation of the ORSA work
B.3.2.1.1.1. Principles and rules on delegation
As the central body, Groupama SA is in charge of the Group's ORSA policy and setting the guidelines
of the ORSA work for the Group and the entities,
In this context, Groupama SA:
- sets the framework of the ORSA work;
- organises the process within Groupama SA in association with the related entities;
- sets the standards and methodologies for all work;

- defines up front the analysed perimeters and the assumptions used for the ORSA at the entity
level - adverse situations, scenario calibrations, and calculation time horizomn...

Moreover, to the extent the solvency calculations involve all of the entities in the Group (calculation

of the value of intra-Group shareholdings, and calculation of the absorption by tax on the Group's

integration perimeter...) the Group's Finance Department carries out a certain amount of quantitative

work within the framework of ORSA that it submits to the entities, including for the various situations

selected (central situation, stressed situations, and prospective situations):

- the balance sheet items in the Solvency 2 environment (formation of available items, capping
calculations, and calculation of the portfolio value for the life business);
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- Capital requirements per module and under the risk module.

The Group Risk Department:

- provides entities with a structuring framework for risk analysis;

- discusses with the entities the definition of adverse scenarios;

- offers their analyses, standard support, and documents adapted to their particularities to facilitate
their ORSA work;

- assists the entities in completing their ORSA file.

B.3.2.1.1.2. Scope of responsibility of the entity
Groupama Zastrahovane EAD implements the measures necessary to comply with its ORSA policy in

accordance with Group standards.
It is responsible for implementing the ORSA process, validating the report by its governing bodies,
and carrying out actions leading to the conclusion of the report.

B.3.2.1.2. Role and responsibilities of key functions and operational management divisions of
the entities

B.3.2.1.2.1. Scope of responsibility of the key functions
© The risk management and compliance function is responsible for:

- coordinating and applying the ORSA exercise;

-the "life cycle" of the ORSA process by ensuring that a connection is made with the other
processes involving risk and solvency, in particular the capital management activities described
in section E;

~ the writing of the ORSA report and policy;

- its approval by the governing bodies .

o The risk management and compliance function makes sure the risk of non-compliance is taken into
account in the ORSA process:

- The actuarial function ensures the compliance with the Group's actuarial standards.

B.3.2.1.2.2. Scope of the responsibility of the other eperational departments
The entity's other departments are asked to participate according to the nature of the work, in

particular:

- reviewing the consistency of the solvency elements produced by Groupama SA for the
different situations selected for ORSA {central situation, stressed situations, and prospective
sitnations);

- properly taking into account all the elements of the business plan established by the entity in
the prospective ORSA calculations and associated risks;

- integrating the ORSA works into the strategic planning process;

- taking part in the definition of the adverse risk scenarios from the methodological framework
provided, and analysing and assessing the risks that they own.

B.3.2.1.3. Administration, management bodies, and specialised committees

- The CEO and procurator Management validate all ORSA exercises before being reviewed by
the Board, along with the action plans necessary of the entity's level of solvency.

- The Board of Directors:

© monitors the implementation of ORSA, provides an opinion on the principles and
assumptions considered for the ORSA work, and examines the entity's ORSA reports;

o validates the principles and assumptions considered for the ORSA and approves the
ORSA reports.
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B.3.2.2. Current and prospective risk and solvency assessment methodology
In accordance with the ORSA Directive and regulatory requirements, and Group guidance, the entity
performs the following with the assistance of Groupama SA:

e Analysis and assessment of the risk profile;

¢ Analysis of disparities between the risk profile and the assumptions underlying the calculation of
the regulatory requirements;

s Determination of eligible equity under forward-looking views and/or under an adverse situation;

e Calculation of current and forward-looking regulatory capital requirements (on the strategic
operational planning horizon);

o Identification of the overall solvency requirement and the risk mitigation systems, either those
existing or to be put in place.

B.3.2.3 Frequency of ORSA work and timetable for completion
The own risk and solvency assessment process is conducted annually, at a minimum. An own risk and
solvency assessment can also be triggered if a significant change in the risk profile occurs as provided
below. The principles inherent in this ad hoc process are similar to those used for the annual process,
and the elements included in the calculations are of the same nature.

B.4. Internal control system

B.4.1, Description of the internal control system
_ -(aj a descnptmn of the undertakmg s internal control system - : _
The implementation of a comprehensive, effective internal control system for Groupama Zastrahovane '
EAD is a priority objective in order to strengthen the security of operations, control the results, and
satisfy regulatory requirements,
Groupama Zastrahovane EAD's internal control is part of the Group's internal control framework in
which the organisation and principles are defined in the internal control policy and related policies.
The entity's internal control system breaks down into:
= An environment making up the genersl framework enabling the entity to manage its risks and
set its control measures;
= Tools and procedures used to identify, assess, and control risks, and an organized set of

procedures and reporting to ensure that the entity's Executive Committee constantly monitors

risk exposure changes and the effectiveness of the controls.
Thus, similar to the Group model, the entity holds regular specialised risk committees and reinforces
the maturity level of key functions,

B.4.2. Implementation of the compliance verification functlon

(bja description of how the mmplmnce functton is zmplemented : : : S
The Permanent Control and Compliance function is embodied by the Risk management Comphance o
and Permanent Control Department within Groupama Zastrahovane. It implements a compliance
monitoring system that is documented, appropriate to the activities, and must meet the Group's
minimum standards. It interacts with the Group Permanent Control and Compliance Department. It
reviews the implementation and effectiveness of the controls performed locally, knowing that second
level controls are the responsibility of the entity's permanent control teams. For this purpose, the
Permanent Control and Compliance Depariment reviews the reports and dashboards built by the
entity's Permanent Control and Compliance Function.

B.5. Internal audit function

- 6. The solvency and financial condition report shall include all of the following information regarding the
 internal audit function of the insurance or reinsurance company.

(a) a descrzptmn of how the undertakmg s internal audit function is implemented;
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(b) a description of how the company's internal audit function maintains its independence and objectivity |
* from the activities it reviews, %

B.5.1. Intervention guidelines of the internal audit function

The entity’s internal audit report to the board of directors of the entity. Internal manager organises
the annual audit plan around several types of missions:

~ transverse process audits led by the Group General Audit;

- audits of the departments in their entity;

-~ one-off audits requested by their management or required by internal procedures.

In order to meet their objectives the entity's internal auditors can delegate all or part of their audit
plan to another company in the group or externally.

The internal audit function is implemented according to the following principles:

e The audit mission plan is developed from (i) the rate of periodic audits (ii) interviews with key
managers responsible for the activity, (iii} an analysis of the Group's risk mapping in relation
to the key Risk Management function (iv) changes in the environment or in current events, and
{v} requests from the Executive Management and exchanges with the Audit and Risk
Committee. The annual audit plan is validated by the Executive Management and then
presented to the Audit and Risk Committee before being submitted to the approval of the
board of directors.

s The Executive Management alone can decide on the launch of a mission. The auditors have
free access to all documents necessary to carry out their mission. Data confidentiality or
banking secrecy cannot be used against the auditors. In case of obstruction, the Executive
Management will be notified.

e During the mission, the auditors keep the Executive Management regularly informed of their
progress .

o Before releasing the report, the audited party will receive notification of the results, providing
them the right to respond in the context of contradictory proceeding with all parties present.

e The auditors will deliver their report and present its conclusions to the head of the audited
entity.

e The audit conclusions also include recommendations to be implemented by the audited entity
in order to comply with the Group standards and reduce the potential identified risks.

» These recommendations are categorised according to their level of urgency for the Group, and
include implementation deadlines.

» A guarterly progress report on the recommendations is produced by the audited entity and sent
to the Group Audit Department and its Audit and Risk Committee.

B.5.2. Intervention guidelines of the internal andit function
v" Independence and professional secrecy

o The internal audit has neither direct responsibility, nor any power over the audited
activities. The Director of Internal Audit reports to a member of the executive management
commitiee of the entity to which he belongs.

o All auditors are bound by professional secrecy concerning the information they collect
during their missions as well as their findings.

v Preventing conflicts of interest

¢ The audit's responsibilities may be combined with other functions in line with the
conditions stipulated in article 271 of the delegated rule (UE) 2015/35.
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B.6. Actuarial function o o
7. The solvency and financial condition report includes o description of how the actuarial function of an
- insurance or reinsurance company is implemented.

B.6.1, Provisioning
The general framework for reserve estimations according to the Solvency II guidelines is defined by

the Group and the calculations made by Groupama Zastrahovane are subject to a second level control
made by the Group actuarial function.

The actuarial function of Groupamn Zastrahovane establishes and updates the data mapping and
information systems used in reserves, along with describing the process for collecting data and
performing the calculations. It checks that the key data are controlled prior to performing the
calculations: accounting reconciliation, completeness of the modelled portfolios, and consistency with
the data from previous years, etc.

All of the technical reserves in the company accounts must be evaluated under the Solvency II
framework. The actuarial function of Groupama Zasirahovane ensures the methods used are justified
and documented, the risk segmentation is in accordance with Solvency 11, and the sclected approaches
are proportionate to the materialily, nature, and complexity of the risks.

For data allowing the use of actuarial approaches that rely on cash flow forecast models, the
calculations lead to an assessment of the uncertainty associated with the estimates through sensitivity
analysis of the key modelling assumptions, and in non-life, through a probabilistic approach to the
distribution of the provisions for claims.

In areas where such approaches would not provide reliable results (portfolios are too small, historical
data is too vague, etc.), the actuarial function ensures that the estimates used are acceptable.

The reserving process includes an analysis of model gap, experience gap from one vyear to the next,
and the impact of data updates.

The main results and conclusions from these analyses are included in the report that the actuarial
function of Groupema Zastrahovone prepares annually and submits to the board of directors.

B.6.2. Underwriting
The actuarial function of Groupama Zastrohovane makes an analysis of the new product launch

procedures, of how tariffs are determined, and portfolios are monitored. It ensures in particular that
price changes also take into account changes to the underlying risks, and any gap with the technical
recommendations are identified and subjected to corrective action. The main conclusions from this
work are included in the report that it presents annually to the board of directors.

B.6.3. Reinsurance
The actuarial function of Groupama Zastrahovane analyses the reinsurance programs in terms of their

adequacy with the risk profile and their effects produced during adverse scenarios, such as those
presented in the ORSA report and those implemented under the standard formula. The main
conclusions drawn are included in the report presented annually to the board of directors, which also
reports on the quality of the assignees of Groupama Zastrahovane.

B.7. Outsourcing _

- 8. The solvency and financial condition report:
- shall include a description of the outsourcing policy of the insurance or reinsurance company

" -and declares the outsourcing of any critical or important operational activity or functions, including the
countryjurisdiction where the provider operates.

B.7.1. Objectives of the outsourcing policy
In compliance with the Group's outsourcing policy, the policy of Groupama Zastrahovane towards the
outsourcing of operational activities or functions, including those described as important or critical,
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aims to clarify the rules and implementation procedures, monitoring, and controb of outsourced
services, taking into account the specific issues of each subcontract assignment (volumes, risks).

B.7.2. Major or critical infernal service providers

Groupama Supportes e
Services France

information Services
Groupama SA France | Reinsurance & Assistance
Groupama Garancia Biztosité | Hungary | Reinsurance & Assistance

B.7.3. Major or critical external service providers

The entity’s assessment is that neither of the service providers qualifies as a critical cutsourced
activity.

The biggest though not critical or major service providers are as follows:

DSK Bank AD Bulgaria

insurance intermediation

Bulgaria Bulgaria | Computer Infrastructure - hw, sw, cloud

As the company controls through system controls all policy issuance and underwriting neither of the
intermediaries are considered as major or critical outsourcing.

B.8. Any other information

" 10. The solvency and financial condition réporf shall include in a separate section any other siginificant

" information regarding the system of governance of the insurance or reinsurance company.
None
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C. RISK PROFILE

C.1. Underwriting risk
C.1.1. Exposure to underwriting risk

C.1.L L Methods for identifying and assessing risks

2. The solvency and financial condition report contains the following information concerning the visk exposure of the
insurance or reinsurance company. including exposure arising from off-balance sheet positions and the transfer of risk
to special purpose vehicles: _ _ _
fa} a deseription of the measures used to assess visks within the company. including any significant changes occurring in
this areaq during the reference period;

The identification and assessment of underwriting risks are part of the risk managemen: system described in

section B.3.1.

Underwriting risks are included in the following categories according to the Solvency 2 classification:

» Life (or similar to Life) underwriting risks (not applicable to the entity):

- Mortality risk: Risk of increase in technical provisions caused by an increase in the mortality rate.

- Longevity risk: Risk of increase in technical provisions caused by a decrease in the mortality rate.

- Disability risk: Risk of increase of technical provisions caused by a deterioration in the insured

party's state of health

- Lapse risk: Risk caused by variations in the surrender, cancellation, or reduction rates,

- Expense risk: Risk generated by a variation management costs
- Revision risk: Risk caused by a revision in the amount of annuities.

- Life catastrophe risk: Risk caused by extreme events that are not listed in the previous sub-risk
categories,

> Non-life (or similar to Non Life) underwriting risk:

- Non Life premium Risk corresponding to the risk that the claims costs (claims and expenses)
linked to claims that may occur in the future are higher than anticipated in the prices.

- Reserve Risk corresponding to the occurrence of an upwards revaluation of the amount of claims
reserves or a negative change between the actual amount of claim settlements and the estimates.

- Non-Life catastrophe risk corresponding to extreme or extraordinary events, which were not
considered in the risk premium.

- Non-Life lapse risk incorporating an annual unilateral renewal clause for the insured party or an
option for terminating the policy prior to the anticipated end date.

For each risk category mentioned above, the main risks are identified.

The assessment of the quantifiable risks thus identified is carried out according to a multiple approach
methodology (the standard formula calculations measure the Joss corresponding to the occurence of risk with a
probability of 1,200 years; simulation of adverse situations are elaborated a priori for the most important risks,
various analyses, or experts judgments, etc.)

C.1.1.2. Description of significant risks

{
| {b) a description of the material risks that that company is exposed to, including any materia! changes over the reporting period;

In view of its activity and its positioning in the market, the entity is essentially exposed to non life premium
reserve risk, non life catastrophe risk, counterparty default risk and interest rate risk.

This risk profile also appears in the graph showing the capital requirement presented in E.2.2.

With regard to premium risk, it should be recalled that the Non-life business operates in cycles of varying
duration. These cycles may be determined by events occurring with an unusual frequency or intensity or be
impacted by general economic conditions that lead to alternating periods of high price competition or, on the
contrary, to tariff increases. The entity's risk profile can be understood through its commitments to such
premiums as presented in Appendix 4.
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With regard to the reserve risk. it is important to remember that, in accordance with industry practices and the
accounting and regulatory requirements in force, Groupama Zastrahovane books reserves both for covering
claims and expenses refated to the settlement of claims. Best estimate provisions for claims correspond to an
estimate of the claim amount at a given date based on actuarial projection techniques. Reserves for claims,
however, are subject to change due to the number of variabies that influence their final cost. These variables may
be of several types such as intrinsic changes in claims, regulatory modifications, trends in case law, disparities
due to differences between the occurrence, the notification and the payment date of the claims.

The entity's reserves are detailed in appendices 3 and 4.

Finally, the entity is exposed to catastrophe risks: the increasing number of climate events at the global level, as
well as other risks such as acts of terrorism, explosions, and the consequences of global warming could, in
addition to the damages and immediate impacts they cause, have significant tmpacts on the insurers' current and
future business and results,

Given its long-standing customer base amd its positioning in the market, the entity is particularly exposed fo
climate events thar may occur within its territory.,

The measures 10 mitigate these risks are presented in § C.3.1.

The entity does not sell or re-pledges collateral within the meaning of article 214 of delegated regulation 2015/35.
During 2016, the entity did not experience any significant change in its risk profile.

C.1.2. Concentration of the underwriting risk

. 3. With regard to risk concentration, the selvency and financial condition report shail include a description of the material risk
. goncentrations to which the insurance or rejnsurance company is exposed.

Although premium and reserve risks represent the most significant insurance risks for the entity, they benefit

from a significant diversification between the lines of business.

Maintaining a balanced risk profile is an essential part of a company's risk management strategy {(see 8.3.71.1).

which is based, inter alia, on:

- diversification of its risks between the insurance businesses and between markets (private, .

commercials, agriculture, etc.), ;

- prudent underwriting, portfolio management, and provisioning practices, detailed in the next section.
The risk of being confronted with a concentration of risks and an accumulation of claims, remains nevertheless a
major preoccupation of the entity.

Procedures to identify possible conflagration risks and Risk control and mitigation systems are defined in the
underwriting policy presented in the following section.

Reinsurance covers are defined according to these exposures protects the entity against concentration risk. These
protections are detailed below.

C.1.3. Underwriting risk mitigation techniques

¢ 4) With regard to risk mitigation, the solvency and financial condition report shall include a description of the techniques used
for mitigating risks, and the processes for monitoring the continued effectiveness of these risk- mitigation techniques. !

The entity’s insurance risks mitigation system consists of:
- aset of principles and rules pertaining to underwriting and reserving
- internal and external reinsurance contracts.

C.1.3.1, underwriting and reserving policy

The underwriting risks management principles are documented in the entity's underwriting and reserving policy
approved by the Board of Directors of December 2015,

It specifies, inter alia, for each line of business, and according to the Group policy:

- the underwriting rules, limits, and exclusions set out in respect of the reinsurance treaties;

- the monitoring of the portfolio and commensurate tariffs levels;

- actions for prevention;

- therules for claims management;

- reserving standards.
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The rules for underwriting authorities are defined within the entity. Risks are accepted or refused at each level of

delegation based on the underwriting guidelines that integrate the Group's technical and commercial rules. The

underwriting activity is secured by a cross-checking procedure between the managers and a buiit-in control
implicitly run by the computer system.

Finally, identification, assessment, regular monitoring and defining of action plans to handle major risks

complete the managing of insurance risk.

v Underwriting rules, limits, and exclusions

The underwriting rules that include the definition of limits, exclusions and co-underwriting terms, are clearly

defined when a new product is launched or in case of a significant change to an existing product within the

framework of the standard process conducted by the Group.

Moreover, during the life of the product, these terms are regularly reviewed by the Groupama SA taking into

account changes in the environment and exposures of the Group and the entify. A similar process is conducted

locally regarding the fire, accident and miscellaneous risk products not falling within the scope of the
community, in accordance with the guidetines defined by the Group.

The risks to be underwritten and those to be excluded, and the rules to be respected depend on the type of

business lines and markets.

v Prevention

More than 50 years ago, Groupama was & precursor in the field of risk prevention. It is particularly active for

some risks, notably:

- Agricultural risks, the historical core target, with operational prevention actions directly related to
underwritten guarantees;

- Motor risks via the Centaure network (12 driving school centres) and the "Young Driver 10" operations
conducted by the regional mutuals in collaboration with the Police Department, Renault, and Total in junior
high schools and high schools.

- Household insurance risks with the ofter of remote surveillance units that are wired to detect break-ins, fires,
and verify the correct operation of fire extinguishers, etc.

- The commercial and municipalities risks through audits and recommendations, or even the imposition of
preventive measures through an internal risk prevention network;

~ Weather-related risk: making available to insured municipalities, and possibly to individuai poticyholders,
information to anticipate and address these risks;

- Health Risks are addressed through many services, 2 website dedicated to creating and organising events with
experts on health topics.

¥ Managing accumulation risk

The identification of accumulation risk may be performed at the underwriting stage or during the portfolio

management.

A significant part of the identification process for accumulation risks is thus carried out through risk

inspections, checks on possible existing co-insurance or inter-network insurance and identification of the total

commitment site,
v Rules for claims handling and reserving

The entity's claims management policy, in line the Group’s policy. is structured around two main axes: quality

management geared towards the needs of the customer, and the claims cost management relying on the use of

monitoring tools, managing tools, partnership with networks and experts,

The entity calculates its reserves in accordance with the regulation and the Group's methodology and

maintain a prudential level for each line of business, Within the Solvency 2 environment, reserves are

calculated in Best estimates based on the above elements applying the necessary adaptations in accordance
with the Solvency 2 regulation.

C.1.3.2. Reinsurance
Fundamental axes of Groupama SA and its subsidiaries’ general pelicy of cession to external

reinsurers:

Groupama's general cession policy is made up of the fundamental axes defined by General
Management for all external reinsurance cessions made by the reinsurance department on behalf of
Groupama SA and its subsidiaries.

The main axes of the Group cession policy can be set out as follows:

- Preferring non-proportional form of protection:
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Adjusting protection levels to that of the potential loss:
Verify the adequacy of the cover with the underwritten risks;
Optimising protections through in-house capabitities dedicated to the reinsurance of the group's subsidiaries;
- Ensuring that the GSA reinsurers have a good solvency ratio -
- Choosing recognised lead reinsurers;
- Limiting the use of facultative cessions;
- Calling upon reinsurance brokers based on their genuine added value,

C.1.4, Sensitivity to underwriting risk
6. With regard to risk sensitivity the solvency and financial condition report shall include a description of the
methods used, the assumptions made and the outcome of stress tests and sensitivity analysis for material E
- risks and events. ]

Sensitivity to underwriting risk should be seen as a priority from risks considered to be of prime
importance for the entity's risk profile, so as to be certain of the entity's capacity to withstand the most
significant risks.

Considering its risk profile and as part of its impact assessments, the entity thus carried out an analysis
of the most significant risk areas within its insurance portfolio, namely:

- the claims deviation risk;
- loss reserving risk;

.2, Market risk

C.2.1. Exposure to market risk
2. The solvency and financial condition report shall include the followmg information regardmg the risk
- exposure of the insurance or reinsurance undertaking, including the exposure arising from off-balance sheet
positions and the transfer of risk to the asset-back vehicles to-special-purpose vehicles: i

The table below sets out the market risk exposures of the entity at the end of the financial year:

Category of financial instrument 31/12/2016 in
BGNK

Bonds 16 575

Equities

Undertakings for Group Investment

Structured securitics and backed securities
Cash and deposits 641.1
Tangible assets 109.6

Assets representing unit-linked and indexed policies
Derivative assets and liabilities

Other

TFotal 17 325.7

During the past period, the entity did not transfer risks to securization vehicle.

There were no exposures arising from off-balance sheet positions (guarantees provided or received by

the company, and sureties provided or received as coliateral).

Assets were invested according to the prudent person principle, including especially:

- a system for monitoring risks assessed according to several criteria {resufts, solvency impact) and taking into
account various scenaric)s;

- an investment policy and risk limits;
- governance to validate the strategy and monitor its implementation.
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C.2.1.1. Assessing risks

C.2.L.1.1. Assessment Measures
Identification and risk measurement methods are described in paragraph B.3.1.2.

(c) a description of how assets have been invested in accordance with the *prudent person principle’ set out in
Article 132 of Directive 2009/138/EC so that the risks mentioned in that Article and their proper management are
addressed in that description. E

C.2.1.1.2. List of significant risks
The breakdown of capital requirements found in paragraph E.2.1 shows the market risk weighting on
the base SCR {12 %} and the diversification between the sub-modules within market risk.
Market risk is 12 % of the base SCR; it represents the 3rd risk in order of importance.
The two most important components of market risk are interest rate risk and currency risk.

C.2.2. Concentration of market risk 7
3. With regard to visk concentration, the solvency and financial condition report shall include a description of
the important risk concentrations to which the insurance or reinsurance company is exposed.
Capital requirements covering concentration risk are not significant. Additiomally, capital requirements
for market sub-modules are significantly less than {12) % of the BSCR

- €C.2.3. Market risk mitigation techniques S o
4} With regard to risk mitigation, the solvency and financial condition report shall include a description of the
techniques used for mitigating risks, and the processes for monitorving the continued effectiveness ef these risk
mitigation techniques.

Various risk mitigation strategies can be implemented separately or to complement each other so as to
maintain a balanced risk profile. These are defined with regard to the risk strategy of Groupama
Zastrahovane and are consistent with that of the Group.

These strategies are defined by type of risks in the ALM/Investment risk policy. Risk mitigation is
primarily provided through a strategy of adequate diversification and an asset limiting system.

This risk limiting system has been defined at the Group and entity level to ensure maintaining a
solvency ratio compatible with the appetite for risk.

For assets, the limit system on primary (on the main asset classes) and secondary asset classes (within
each asset class),'has been defined taking into account the ability to withstand simultaneous shocks on
assets, Its objective is to:

- Limit the holding of risky assets (equities, real estate, credit, etc.);
- Define a minimum cash position;

- Avoid concenirations (of counterparties, issuers, sectors, and couniries...) within equity and
bond portfolios.
The entity may also make use of risk mitigation instruments,

o C.2.4. Sensitivity to market risk
6. With regard to visk sensitivity the solvency and financial condition report shall include o description of the
 methods used, the assumptions made and the outcome of stress tests and sensitivity analysis for material risks
. and events, 1
Analyses of sensitivities were conducted on the following asset classes within the ORSA exercise:

- interest rate assets.
They thus enable a framing of situations of adverse market conditions of various types and severity.
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The calculation methods applied were the following:

- social eligible funds and unrealised capital gains or losses as at 31/12/2016 are impacted by the direct
application of stress tests on the entity's portfolie and on the intercompany securities heid by the entity;

- the entity’s other Solvency 2 eligible funds have been retained;

= capital requirements related to market risk have been recalculated according to changes occurring in the
market values of the entity's assets of the entity post-stress;

- the capital requirements of the other modules have been recaleulated once the impact of the stress tests
on these is assumed to be significant;

- the absorption capacity of the capital requirements by taxes has been updated after applying the stress
tests beginning with the new deferred tax amounts recorded on the financial statements;

- Solvency 2 eligible funds have been classified by Tier according to its quality and recalculated capping
rules with the post-stress SCR.

C.3. Credit Risk

C.3.1. Exposure to credit risk

2. The solvency and financial condition report shall include the following information regarding the risk
. exposure of the insurance or reinsurance company, including the exposure arising from off-balance sheet

Positions and the transfer of risk to securization vehicles:

{a) a description of the measures used

to ussess risks within the compony, including any significant change occurring in this area during the reference

period;

(b) a description of the material risks to which the company is exposed including any important changes over
 the reporting period. |
- fc) a description of how assets have been invested in accordance with the ‘prudent person principle’ set out in
- Article 132 of Directive 2009/138/EC so that the risks mentioned in that Article and their proper management

are addressed in that description.

The credit risk covered here is the risk of foss that may arise from an unexpected default of
counterparties, or any debtors to which the insurance and reinsurance company are exposed in the
form of counterparty risk. This corresponds to the risks of the standard formula "counterparty”
module.

These are included in the following categories according to the Solvency 2 classification:

» Risk of reinsurer default
# Risk of bank default as account custodian

# Default risk of any debtor other than those listed above, particularly for amounts receivable
from intermediaries and amounts due from holders,

The risk relative to deterioration in credit quality and, in the extreme, default of security issuers, is
treated as market risk.

*=  Risk of reinsurer default
Default risk most often happens after the oceurring of a loss or a series of losses likely to trigger a
process of recovery from one or a number of reinsurers,
To reach the amounts that might endanger the sustainability of one or a number of major reinsurers, it
is likely that the event(s) in question will also have a significant impact on financial markets; the
September 11, 2001 attacks and the stock market crash that followed illustrate such an occurrence,
However, it should be noted that these events, as well as the financial crisis of 2008 did not result in
the default of the reinsurers of the Group.

~ €3.2, Concentration of credit risk | | S
© 3. With regard to risk concentration, the solvency and financial condition report shall include o description of the
* material risk concentrations to which the insurance or reinsurance company is exposed.
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Groupama SA, as Groupama Zastrahovane’s main reinsurer to an extent of 70%, represents a
concentration risk. However, the safety measures put in place are designed to limit this risk, and
Groupama SA {see details in paragraph 3.3.) is especially carefu! to diversify its external reinsurance
counterparties and implementing the safety measures with its counterparties.

C.3.3. Credit risk mitigation techniques

: 4) With regard to risk mifigation, ﬂ:e solvency and financial condition report shall include a description of the
techniques used for mitigating risks, and the processes for monitoring the continued effectiveness of these risk

- mitigation techniques.

= Risk of reinsurer default

As cession involves transferring part of the risks accepted by the ceding company to the reinsurer, the
quality of the reinsurers must be regularly examined to control and limit the credit risk on third-party
reinsurers. The External Cessions and Reinsurance Department of Groupama SA (DCER) trains and
runs the group reinsurance security comenittee that reviews and validates an approved list of reinsurers
for all external reinsurance ceded by Group entities (including Groupama SA) according to various
criteria (solvency, external ratings, ability to meet protection requirements, support, and the volume of
counterparties, etc. )-

The list of these reinsurers is fully reviewed at least twice a year. During the year, permanent
menitoring is ensured in order to adapt group reinsurance security commiitee ratings to changing
trends that might take place at a reinsurer that could alter the assessment made of its solvency. For
every external reinsurance placement, all reinsurers approached by way of a cession external to
Groupama must first be on the Group Security and Reinsurance Conunittee list,

C.3.4. Sensitivity to credit risk

6. With regard to risk sensitivity the solvency and financial condition report shall include a description of the
metheds nsed, the assumptions made and the outcome of stress testing and sensitivity analysis for material risks

- and events.

The resistance tests to the reinsurer default risk were made through stress-test simulations on risks
considered to be major for Groupama SA, the internal reinsurer.

Furthermore, a resistance test for subscription payment default was carried out through an increase in
defaults by insured member and customer, and the failure of an insurance intermediary.

C.4. Liquidity Risk

C.4.1. Exposure to liquidity risk

2. The solvency and financial condition report shall include the following information regarding the risk
exposnre of the insurance or reinsurance company, including the exposure arising from off-balance sheet

_ positions and the transfer of risk to securization vehicles:
(a) a description of the measures used to assess these risks within that undﬂtctkmg including any significant
changes over the reporting period;

- (b) a description of the important risks that company is exposed to, including any matertal changes over the
reporting period.
(c) a description of how assets have been invested in accordance with the ‘prudent person principle’ set out in

- Article 132 of Directive 2009/138/EC so that the risks mentioned in that Article and their proper management

_ are addressed in that description.
5. With regard to liquidity risk, the solvency and fi nancial condition report shall include the total amount of the
expected profit included in future premiums as calculated in accordance with Article 260(2),
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Liguidity risk is defined as the risk of not being able to dispose of assets under conditions in order to
honour the company's financial commitments at the time they become payable. Managing this risk
rests o

- introducing measures to monitor liquidity risk, such as the follow-up of the exposure to iliquid securities;

- imposing several risk limits affecting the composition of the entity's assets: minimum cash levels, and
maximum levels of illiquid assets under normal market conditions.

C.4.2. Concentration of liquidity risk
3. With regard to risk concentration, the solvency and financial condition report shall include a descrxpuon of the
" significant risk concentrations to which the insurance or reinsurarice undertaking is exposed.

Investment constraints on placing term deposits {see concentration of credit risk} and menitoring
capital requirements reveals a lack of concentration of liquidity risk.

C.4.3. Liquidity risk mitigation techniques
4) With ;egard to risk mitigation, the solvency and financigl condition report shall include a description of the

technigques used for mitigating risks, and the processes for monitoring the continued effectiveness of these risk
mitigation techniques.

The sureties set up with reinsurers, in addition to minimum cash position constraints, would enable
catastrophic events on a very large scale to be met.

C.4.4. Sensitivity to liquidity risk
6. With regard to risk sensitivity the solvency and /i nancial condition rcport shall include a descrtptzon of the methods
used, the assumptions made and the outcome of stress tests and sensitivity analysis for significant risks and events.

The seasonality of receipts renders the company more sensitive to liquidity risk in the low sales
periods of the year. However, aggregate experience indicates that the entity is not very sensitive to this
type of risk.

C.5. Operational risk
C.5.1. Exposure to operational risk

C.5.1.1. Measures for identifying and assessing risks
2. The soh’ency and financial condition report shall include the followmg mﬁrmanon regardmg the risk
exposure of the insurance or reinsurance undertaking, including the exposure arising from off-balance sheet
© positions and the transfer of visks to securization vehicles
' (aju descrwrzon of the measures used to assess these visks within that undermkmg mclua’mg any szgmf cant
changes over the reporting period,
Operational risk assessment, based on a group methodology using qualitative and quantitative criteria,
aims to assess and prioritise operational risks likely to affect an activity, a given business line and/or
the company concerned, as a whole.
The mapping of processes, risks, and risk control device systems must be updated regularly to take
into account:
- Changes in the environment, organisational changes and/or the development of new business
activities that may, for example, pose new risks;
- Progress reports on action plans intended to reinforce certain risk control measures.

The principle is to assess each major operational risk at least annually from the standpoint of the
operational risks control system. To this end, operational risk owners have been appointed and made
responsible for risk assessments in their company. The formalising of this evaluation results in a
methodology note and risk forms describing common scenarios (group normative document).
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Operational risks are identified as major if they are likely to have a significant financial impact or their
occwrrence has a significant adverse effect on the image of the entity or the reputation of the Group.

o C.5.1.2. Deseription of significant risks o
. (b) a description of the material visks that the company is exposed to, including any material changes
- over the reporting period.
- Risk of underwriting outside the scope of reinsurance;
- External fraud;
- Cyber risk;
~ Failure of IT systems;
- Anti-money-laundering and the fight against terrorism;
- Risk of reputation

C.5.2. Concentration of operational risk
- 3. With regard to risk concentration, the solvency and financial condition report shall include a description of
the important risk concentrations to which the insurance or reinsurance undertaking is exposed.

The risk of IT System failure and cyber risk are concentrated at Groupama Support & Services (GSS),
the main operator of the Group for group tools and local IT infrastructure at Groupama Zastrahovane
level. Hence, GSS has a more advanced and thorough control system for both of these risks within the
Group. It is also the Group's expertise centre for these two risks.

Additionally the local infrastructure of the entity also is protected by use of external cloud service
provider, regular DRP testing, expertise of the local team.

_ C.8.3. Operational risk mitigation techniques _

E 4} With regard to risk mitigation, the solvency and financial condition report shall include a description [
of the technigues used for mitigating visks, und the processes for monitoring the continued effectiveness |
of these risk- mitigation technigues. E

2.4.1. Strategies for reducing Operational Risks

A reduction of operational risks is defined as any deliberate action (or decision to take no action) to
reduce the frequency, severity or unpredictability of incidents.

Within the Group, the principle adopted for reducing operational risks calls for the implementation of
risk control systems adapted according to the criticality and risk tolerance of the company:

- Permanent controls, as a prevention device;

- Business Continuity Plans (BCP);

- Security of IT Systems;

- Safety of property and persons.

2.4.1.1. The Permanent Control System (Prevention)

The definition and implementation of the permanent control system are the responsibility of the
managers and top management, i.e, the Executive Management of the companies and the managers of
the various activities. Permanent Controls must be set up where risks may occur.

2.4,1.2. Management of Business Continuity (Protection)

The Group and hence the entity has opted to establish a system for Business Continuity Management.
Business continuity is a procedure for protecting undertakings and the Group, and protection aimed at
minimising impacts when incidents do occur. This involves preparing and anticipating extended
unavailability of the company’s resources, adopting a proactive attitude and minimising risks, whether
financial, legal, or of image.

The Group and hence the entity has opted to prepare itself for the oceurrence of a major incident by
preparing Business Continuity Plans enabling all companies to operate in subpar mode in the case of a
major crisis according to the following three scenarios:

- Unavailability of Human Resources

- Unavailability of Operating Premises
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- Failure of IT Systems

The Group Business Continuity Policy sets out the Group’s priorities in this regard.

2.4.1.3. IT Security

At the Group level there is procedure for controlling operational risks relies on the implementation of
a segregation strategy with redundancy for the IT operational sites (Bourges and Mordelles for most
Group companies} and also, on a data security system.

The local company is using cloud services with redundancy of the equipment.

As a risk reduction system, the approach involves:

- Ensuring the security of data processed in terms of:

Availability,

Integrity,

Confidentiality,

Proof (traceability of data processing actions),

- Protecting the Group’s and entity’s IT assets,

- Integration into the Group's crisis management,

- Meeting contractual obligations to customers, service providers, and suppliers, as well as satisfying
the Group’s regulatory obligations.

The principles and provisions of IT System Security are incorporated in the Group’s permanent
control process. In this regard, the company must implement all appropriate technical and
organisational measures to ensure the security of its I'T systems.

The Group's IT Systems Security Policy's main objective is to define the security requirements that
will ensure continuity of essential services, protection of data, and preservation of the Group’s image.
2.4.1.4. Other strategies

Avoidance (or partial or total shut-down of activity), is not a sirategy adopted by the Group for
reducing operational risks.

e & o

L]

C.5.4. Sensitivity to operationalrisk o _
6. With regard to risk sensitivity the solvency and financial condition report shall include a description of the
" methods used, the assumptions made and the outcome of stress testing and sensitivity analysis for material
" risks and events.

The methodology for assessing operational risk involves predictively estimating in the curent
environment for the following year:

»  The impact of predefined scenarios using a quantitative rating;

s Assessing the reputational risk, if relevant;

= According to regulatory and legal criteria, if relevant;

e Assessing the risk management elements relevant to risk considered.

C.6. Other material risks
None

C.7. Any other information
None
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D. VALUATION FOR SOLVENCY PURPOSES

The valuation principies and methods for purposes of balance sheet solvency presented in Appendix
1 are described below.

D.1. Assets

L The solvency ond finaheial condition reporf contains all the foliowihg infdrfriation about the valuation of

- assets of the insurance or reinsurance company for solvency purposes:

- (o} separately for each significant asset class, the value of the assets and a description of bases, -

' methodolog;es and key assumpmons used in theer valuation for solvency purposes

: (b} separately for edch ngmfrcant asset cla 55, a quantitatrve and gualitative exp!anatfon of any substanhal
difference between the bases, methods, and principal assumptions used by the company to value the gssets -
for soivency purposes, and those used for therr valuation in the fmanam’ statements.” ' '

' Orientation 6 (Prudentml Control and Resolution Authority Notice) - Informat;on on agqreqat:on N

. categories

- In section "D.1 Assets" of the SFCR as listed in appendix XX of delegated regulation (EU) no. 2015/35, if
companies aggregate assets by significant categories to describe the valuation base applied to them, take

- into account the nature, function, risk, and the relative importance of these assets.
Categories, other than those used in the Solvency Il balance sheet model, as defined in the technical

: implementation standard on procedures, formats, and models of the solvency and financial condition report,

- are only used if the company is able to demonstrate to the supervisory authority that another presentation is
clearer and more relevant.

.'One_ntat;on 7 (Prudential Control and Resolution Authority Notice} - Content by significant asset categot
In section "D. 1. Assets” of the SFCR, and as indicated in appendix XX of delegated regulation {(EU) no.

- 2015735, for each significant asset category compunies must indicate at least the following quantitative and

" narrative mformat:on

: a) the apphed accountmg and valuation basis, mcludmg the input methods and mput data used, as well as
the assessments made other than the estimates that could have a significant impact on the recognised

4- amounts, including:
i. for significant intangible assets: the nature of the assets and information on the evidence and criteria used
to infer the existence of an active market for these assets;

- ii. for significant financial assets: information on the criteria used to assess whether the markets are active

- and, if they are not, include a description of the valuation model used;

 iii. for financial leases and operating leases: provide a general description of the rental agreements for each

. significant asset category subject to a lease, identifying finonciol feases and operating leases separately;

" iv. for significant deferred tax ossets: provide information on the origin of the accounting recognition of the
- deferred tax assets and the amount and maturity date, and if applicable, deductible temporary differences,
unused tax losses, and unused tax credits for which no deferred tax asset is recognised in the balance sheet;
v. for affiliated companies: if the related companies were not valued using stock market quotes from an

active market or the adjusted equity method, explain why the use of these methods was not poss:b{e

' b} any changes in the accountmg and valuation bases or est:mates used durmg the reference penod

: 'c) assumptions and assessments, rndudrng those concerning the future and other major sources of estimate
uncertainty.

4. The solvency ond financial condition report contains information on the areos referred to in article 260
regarding compliance with disclosure reguirements applied to insurance or reinsurence companies in
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accordance with paragraphs 1 and 3 of this article.

D.1.1. Goodwill

Goodwill is not recognised under the Solvency 2 guidelines and is therefore valued at zero.

D.1.2, Deferred acquisition costs

Deferred acquisition costs are not recognised under the Solvency 2 guidelines and are therefore
valued at zero.

D.1.3. Intangible assets

intangible assets include mainly establishment expenses, business assets, and acquired or created
software.

Intangible assets are held at a zero valuation in the balance sheet for solvency purposes.

Intangible assets can only be accounted for and valued in the balance sheet for solvency purposes at
other than zero, if they can be sold separately, and if it can be shown that there is an active market
for identical or similar intangible assets. As a precaution, these intangible assets are valued at zero in
the baiance sheet for solvency purposes.

D.1.4, Deferred taxes

Deferred tax assets and liabilities are valued and recognised in accordance with International
Accounting Standards ([AS) 12.

Deferred taxes are valued taking into consideration:
e the carryforward of unused tax credits and unused tax foss cairyforwards;

e itemporary differences arising from the discrepancy between the value of assets and liabilities
recognised and valued in accordance with Solvency 2 and the tax values of the assets and Habilities.

All deferred tax liabilities are taken into account. However, deferred taxes are only recognised if they
are likely to be offset against future taxable profits, taking into account the time limitation of the tax
toss or unused tax credit carryforwards.

Deferred tax assets and liabilities are not discounted.
D.1.5. Pension plan surplus

Na
D.1.6. Tangible assets for own use

Tangible assets held for own use mainly consist of movable operating assets.
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Operating properties are valued at their fair value in the balance sheet for solvency purposes.

D.1.7. Investments other than assets representing unit-linked and indexed contracts
D.1.7.1. Real estate other than for own use

Not applicable

£.1.7.2. Holdings in affiliates, including minoerity positions
Not applicable
D.1.7.3. Stocks, bonds, mutual funds, structured securities, and guaranteed securities

Stocks, bonds, mutual funds, structured securities, and guaranteed securities are valued at their fair
value in the balance sheet for solvency purposes.

The determination of fair value is based on the principle of the hierarchy of valuation methods. If
there is an active market, the fair value of the security corresponds to its quoted market price. If the
market is not active, the fair value of the financial instrument is measured with valuation techniques
using observable market data where available or, if not, with assumptions involving some degree of
judgement,

A financial instrument is considered listed on an active market if prices are readily and regularly
available from an exchange, dealer, broker, business sector or pricing service and these prices
represent actual and regularly occurring market transactions under normal competition conditions.

Determining whether or not a market is active is based on indicators such as a significant decline in
the transaction volume and the level of market activity, a wide dispersion of available prices over
time and between different market players, or the fact that prices no longer relate to sufficiently
recent transactions.

Valuation disparities for stocks, bonds, mutual funds, structured securities, and guaranteed securities
comes from the fact that these assets are valued at their amortised cost in the statutory accounts
and at their fair value in the balance sheet for solvency purposes.

D.1.8. Derivatives
Not applicable
D.1.9. Deposits other than cash equivalents
Non cash-equivalent deposits are mainly term deposits of over three months with credit institutions.
D.1.10. Other investments
Not applicable
D.1.11. Assets representing unit-linked and indexed contracts

Not applicable
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D.1.12. Loans and mortgages
Not Applicable

D.1.13. Policy loans
Not Applicable

D.1.14. Amounts recoverable under reinsurance coniracts, or assigned technical
provisions

The recoverable amounts under reinsurance contracts are listed in the balance sheet, and valued for
solvency purposes net of adjustments for probable reinsurer default,

Recoverable amounts from reinsurance before adjustment for possible reinsurer default are
calculated as the difference between the best gross estimate calculated and the best estimate after
taking tnto account any amounts recoverable from reinsurance contracts, without adjusiment for
reinsurer default. The best estimate calculation method is described in section D.2.1.

D.1.15. Other assets
D.1.15.1. Deposits with cedant companies

Deposits with cedant companies match the cash deposited at the cedant companies as per accepted
reinsurance activities.

Not Applicable
D.1.15.2. Receivables from insurance operatioos

Receivables arising from insurance operations {direct business) correspond to amounts due from the
insured parties, insurance intermediaries, co-insurers, other insurers, and other third parties refated
to the insurance activity.

Receivables arising from insurance transactions are valued at their book value in the balance sheet
for solvency purposes.

D.1.15.3. Receivables stemming from reinsurance eperations
Not applicable,
D.1.15.4. Other receivables (exeluding insurance)

Other receivables mainly correspond to the amounts due by debtors not related to insurance such as
the government, social entities, employees, and current accounts with a Group subsidiary, etc.

Cther receivables are valued at their book value in the balance sheet for solvency purposes.

D.1.15.5. Treasury shares
Not applicable.

D.1.15.6. Equity instraments called but unpaid
Not applicable.
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D.1.15.7. Cash and Cash Equivalents

Cash and cash equivalents {(deposits under three months) correspond mainly to bank account
balances,

D.1.15.8. Other assets not mentioned in the above items

Not applicable.

D.2. Technical provisions

| 2. The solvency and financial condition report contains all the following information concerning the
. valuation of technical provisions of the insurance or reinsurance company for solvency purposes:
;.'(a)”seperateiyfor' each'sign?ficdnt b&ék’ness line, the value of the technical provisions, including the amount
" of the best estimate and the risk margin, as weH as o description of the bases, methods, and key
'assumptions tised for their valugtion for the purposes of solvency, _ : o :

(b}o descnpt:on of the level af uncertmnty linked to the value of the technical prows:ons' S

'(b) separately for each important business line, .o quantitative and qualitative exp!anatmn of any
- substantiol difference between the bases, methods, and significant assumpt:ons used by~ the company to
_ value the’ techmca.‘ praws;ons for soivency purposes and fhase used for their valuation in the financial
:-statements IR CI g AR :
Orientation 8 - Valugtion of the techmcal prowsrons
- In section "D.2 Technical provisions", as indicated in Appendix XX of the delegated regufation (EU) no.
2015/35, companies describe the significant simplified methods used to calculate technical provisions,
fncluding those used to calculate the risk margin.
_{h} a descnpnon of the foﬂawmg rtems : : :
i} the amounts recoverab!e from remsurance contructs and securitisation veh:c!es _
i} all :mportant changes to the. refevant assumpt:ons used in ca.fculatmg the techmm! prows:ons over the
previots reference penod RS S S :

D.2.1. Method for ealculating and analysing the disparities between the valuations for
solvency purposes and the valuations in the financial statements

The paragraphs below present the method used for valuing the technical provisions for Solvency 2,
consisting of the risk margin and the best estimate of commitments, referred to below as the “best
estimate provisions", the amounts of which are detailed by business line in Appendices 3 and 4 of
this document.

D.2.1.1. Best estimate provisions of Non-life claims

All of the technical provisions in the company financial statements must be evaluated under the
Solvency 2 guidelines.

The elementary caiculation level is at east the business line; some business lines can be subjected to
further segmentation, and are thus divided into segments.

For areas authorising actuarial approaches, the ultimate actuarial costs used for best estimate claim
reserves before discount, before fees, and before adjusting for reinsurer default, are estimated from
the triangle of charges or net recourse payments, gross of reinsurance and net if the data is available.
if the net reinsurance data is not available, the net provisions of the recoverable amounts in respect
of reinsurance contracts are obtained from an accounting ratio of gross to net per year of
occurrence.
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For aress where such approaches would not provide reliable results {portfolios are toc small,
historical data is too vague, etc.), the actuarial function ensures that the estimates used are
acceptable,

The ultimate actuarial cost estimates are made from data extracted prior to 31 December. if a major
event occurs between the date of the data retrieval and 31 December, an adjustment of the ultimate
cost is made to include this event.

Rates of claim settlements applied to the uitimate actuarial costs enable determining the history of
benefits paid out to be taken into account in the calculation of the best estimate claim reservees. The
present value of the gross best estimate provisions is calculated by business line by applying the risk
free rate curve increased by the volatility adjustment (VA)} to future cash flows {benefits and costs).
Similarly, the discounted provision assigned to reinsurers is obtained from the transfers, including an
adjustment for reinsurer default.

The adjustment for possible reinsurer default risk is taken into account by the use of the simplified
formula found in article 61 of the delegated regulation (EU) 2015/35,

D.2.1.2, Best estimate provisions of non-life premiums

Future premiums are not taken into account in the calculation of the best estimate provision for non-
life premiums. The best estimate of the premiums issued is in fact considered immaterial. This
assumption leads to not taking into account the future results on these contracts.

Premiumbest estimate is calculated by applying a combined economic ratio to the gross provision for
unearned premiums in the financial statements. This ratio takes into account:

#  The gross average loss ratio estimated from the ultimate loss ratio from the previous years;

=  The general expense rate excluding acquisition costs (for consistency with the proposed premiums);

= The discount ratio estimated from the risk-free yield curve increased by the volatility adjustment (VA)
and the cash flows from forecasted claims:

= The reinsurance balance to gross premiums ratio, taking into account the forecast ceding premiums, the
average ceding claim cost , possible reinsurer default and the share of the discount ceded to
reinsurance.

D.2.1.4. Risk margin (Non-Life)

The risk margin, representing the estimated cost of raising the required solvency capital for holding
Hiabilities, is calculated in a simplified manner in accordance with article 58 of delegated regulation
no. 2015/35.

The simplified approach is based on the duration of provisions: the risk margin is equal to the
adjusted solvency capital requirement calculated on 31/12/2016, multiplied by the cost of capital
{6%), and by the modified duration of the gross Habilities on 31/12/2016, as well as the discount
factor for one year corresponding te the base risk-free interest rate in 2017, unadjusted for volatility.

The adjusted solvency capital requirement is calculated using the following modules:

e residual market risk is considered nil;

= counterparty risk recalcutated excluding bank counterparty risk;

®  underwriting risk;

® operational risk recsiculated by introducing a new ceiling, according to the base SCR,
determined on the basis of the modules calculated according to the principles outlined in the
preceding paragraphs.
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The adjusted solvency capital requirement is calculated without volatility adjustment and without
loss absorption by deferred taxes.

The allocation by branch of the risk margin is performed in proportion to the risks.

D.2.L5. Explanations of variances (Non-Life) between the valuation for purposes of solvency
and the valuation in the financial statements

The provisions presented in the statutory financial statements are valued according to the provisions
national regulations relating to the annual accounts of insurance companies.

Compared to the statutory audited accounts, the valuation for Selvency 2 purposes involves the
replacement of a generally conservative estimate of commitments towards policyholders by the best
estimate of future cash flows discounted at the risk-free rate {Best Estimate provisions), to which is
added an explicit risk margin representing the cost of raising capital to cover the amount of marginal
SCR associated with holding these liabilities,

The differences between the statutory provisions and the Best Estimate provisions stem from
incomparable methodological approaches:

- For nor-life insurance: conservative estimates versus average estimates, undiscounted provisions versus
discounting at the risk-free rate, taking into account possible reinsurer default, etc.

D.2.2. Uncertainty related to the amount of technical provisions

During the actuarial studies, sensitivities concerning the best estimate provisions and an analysis of
variations is made. Coordinated by the actuarial function, these analyses confirm the integrity of the
best estimates made.

D.2.3. Impact of the measures on long-term and transitional guarantees

(e) a declaration as to whether the ‘coihpa'n'y uses the vb!&tility adjustment referred to in article 77d af

Directive 2006/138/EC, and a quantification of the effects of a cancellation of the correction due to
volatility in the company's financial position, including the amount of technical provisions, the solvency

capital requirement, the minimum capital requirement, the core equity capital, and the amount of eligible
. share capital to cover the minimum cap:ml requirement and the so!vency capftol requirement;

{g) a declaration md:catmg whether the transition deduction referred to in article 308e of Directive
. 2008/138/EC is applied, and a quantification of the effects of the non-application of this transitional
" deduction on the company's financial pasition, including the amount of technical provisions, the solvency
" capital requirement, the minimum capital requirement, the core equity capital and the amount of eligible
. share capital to cover the minimum capital requirement and the solvency capital requirement.

D.2.3.1. Measures relating to long-term guarantees

In common with the different commitment areas and for the valuation of their technical provisions,
Groupama Zastrahovane:

»  [oes not use the equaliser adjustment referred to in article 77 b of Directive 2009/138/EC;

e Does not use the transitional measure on the risk-free interest rates referred to in article 308c of
Directive 2009/138/EC;

¢ §Uses the volatility adjustment (VA) referred to in article 77e of Directive 2009/138/EC. The effects of a
reduction to O of this correction are shown in the following table:
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‘As of 31/12/2016 in kBGN With VA Without VA : Impact
Technical provisions 16367 10374 | 7

?.Eligible own funds to meet the SCR 7 998 8066 67
Eligible own funds to meet the MCR 7910 7916 6
SCR 6821 6821 0
MCR 7 400 7 400 4]
Ratio of Eligible own funds to SCR 117% 118% 1%
Ratio of Eligible own funds to MCR _ 107% 107% T 0%

In this table, eligible equity includes the effect of the reduction ta 0 of the volatility correction on the
valuation of equity investments held by the entity and included in the assets on its batance sheet
valued for solvency purposes.

D.2.3.2. Transitional measures on technical provisions

Groupama Zastrahovane does not use the transitional measure on technical provisions referred to in
article 308e of Directive 2009/138/EC.

D.3, Other liabilifies

3. The solvéncy and f inancial condition report contains all the following information concerning the vafuation
- of other liabilities of the insurance or reinsurance company for sotvency purposes:
o) sepamte!y for. edach srgnfﬁwnt asset category of other liabilities, the value of these other assets and a.
= descnptron of bases, method and key assumptmns used in the:r valuation for sofvency purposes S
(B) sepamteiy for each s:gmﬁcant other !rab:ffty mtegcry, 4] quantrtatrve and quaf:fc:tme exp!anat;on of any :
_ substantial dffference between the bases, methods und significant asstimptions used by the company to
:' value. these other fIGbI/fI‘!E‘S for solvency purposes and those used for the:r vaiuatron in. the fmancml
sstatemepts s i e e A _
' 'Onentatmn 9- !nformatron on aggregatmn bg categom '
- In section "D.3. Other assets” of the SFCR as listed in Appendix XX of delegated regulation (EU) no. 2015/35,
* if companies aggregate liabilities other than the technical provisions by significant categories to describe the
¢ valuation base applied to them, toke into account the nature, function, risk, and the relative importance of
- these linbilities.

Categories, other than those used in the Solvency If balance sheet model, as defined in the technical standard
on models to be used for reporting to the supervisory autharities, are anly used if the company is able to
- demonstrate to the supervisory authority that another presentation is clearer and more relevant.
Orientation 10 - Content by important categones of liabilities other than technical provisions
. In section "D.3. Other assets” of the SFCR, and as indicated in appendix XX of defegated regulation {EU) no.
2015735, for each significant liability category other that technical provisions, companies must indicate at
" least the quant;tcrtrve and narrative mformanon
g al the accounting and valuation basis apphed mcludmg the methods and mput data used, in part‘ic:u:’ar
" i. general description of significant liabilities stemming from the leasing agreements, showing separately

the information on financial leases and operating leases;
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- ii. the origin of recording deferred tax liabilities and the amount and due date, if applicable, of the
deductible temporary differences;
. ifi. the nature of the commitment and, Iif known, the timing of any economic benefits paid, and an
* indicotion of the uncertainties concerning the amount or timing of the economic benefits and how it has
- taken into account the risk of valuation disparities;
- iv. the nature of the liabilities concerning employee benefits and the breakdown by nature of the ligbilities
_as well as the noture of the assets of the defined benefit plan, the amount of each asset category, the
proportionate share of each asset class within the total assets of the defined benefit plan, including
reimbursement rights;
b) any chdbges in the dcéounti'ng and valuation bases or estimates used during the reféréhce pen'od;
¢} assumptions and assessments, including those concerning the future and other néajor sources of estimate
uncertainty.

4., The salvency and financial condition report contains information on the areas referred to in article 260
regarding compliance with disclosure requirements applied to insurance or reinsurance companies in
accordance with paragraphs 1 and 3 of this present section.

D.3.1. Contingent liabilities

Mot Applicable

Material contingent liabilities, unrelated to the business of insurance or funding, are recognised as
liabilities in the balance sheet for solvency purposes and valued according to the expected present
value of the future cash flows required to satisfy the contingent liabilities for their duration, using the
risk-free rate curve.

Contingent liabilities are recorded off-balance sheet in the statutory financial statements.
D.3.2. Provisions other than technical provisions

Not applicable
D.3.3. Provisions for pensions and other benefits

This items corresponds to provisions for the entity's commitments towards its staff {post-
employment commitments and other Jong-term benefits) assessed in accordance with revised
standard 1AS19. The amount recorded in the balance sheet corresponds to the present value of the
liability commitments related to the defined benefit plans, net of the fair value of the plans' assets.

On 31 December 2016 this amount breaks down as foliows in BGN K: {15,
D.3.4. Deposits of reinsurers

Deposits of reinsurers are the amounts received from reinsurers. They correspond to guarantees
from reinsurers on ceded technical provisions.

Not applicable
D.3.5. Deferred tax liabilities

See section D.1.4.
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D.3.6. Derivatives
See section D.1.8.
D.3.7. Liabilities towards credit institutions

This item is includes credit balances at banks and loans to credit institutions and the entity has no
material accounts of such origin.

D.3.8. Financial liabilities other than borrowings from credit institutions
Not applicable

D.3.9. Liabilities from insurance operations and amounts due to intermediaries

These are amounts due to policyholders, other insurers, and other intermediaries in the insurance
business that are not technical provisions.

Debts arising from insurance transactions are priced at their book value in the balance sheet for
solvency purposes.

D.3.10. Debts from reinsurance operations

These are owed to reinsurers and reinsurance-related businesses. This item is mainly made up of
credit balances for reinsurance current accounts.

Debts arising from reinsurance transactions are priced at their book value in the balance sheet for
solvency purposes.

D.3.11, Other liabilities (excluding insurance)

This item is made up of debts to employees, suppliers, the government for corporate taxes, and
sacial security taxes,

Other liabilities are valued at their book value in the balance sheet for solvency purposes.
D.3.12. Subordinated liabilities

Not applicable
D.3.13. Other liabilities not mentioned in the above items

Not applicable

D.4. Other information

5. The solvency and ﬁnancia;" condition report présents ina sepa)'afé”sectiéﬁ all other significant E
information on the valuation of assets and labilities for solvency purposes.

Q'Référ to the European Insurance and Occupdtf'ona! Pensions Aﬁthoﬁty {EIOPA} opinion' on the
publication of information on the use of transitional measures to calcuiate technical provisions
(21/12/2016)

Not applicable
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E. CAPITAL MANAGEMENT

E.1. Equity capital

1. The Solvency and Financial Condition Report contains all the following information concerning the equity

capital of the insurance or reinsurance company:

{a) information on the objectives, policies, and procedures applied by the company to managmg its equity,

including information on the time horizon used to plan its activities, and on any significant changes

occurring during the reference penod

{b) separately for each level of equity capital, information on the structure the amount, and the guality of

the capital ut the end of the reference penod anid at the end of the prewous reporting penod mc!udmg an:

anaiysrs of the :mportant changes that Dcrurred at each level of equ:ty camtuf durmg the peraod '

{c) the amount of ehg:b.'e equ.rty cap:ta! for covermg the solvency capftai requ:red dessrf:ed by Ievei L

(d} the amount of ehg:ble ongmal equrty cap:tal for’ covering the minimum cap:tal reqwred cfasSJﬁed by

level; : . . . : o s S

(e) a quant:tatrve and qua!:tatfve expfanataon of any s.vgnrﬁcant d:fference between the eqmty caprtal as rt
appears in the fmancml statements of the company und the surplus of assets over hab:lftres as calcalated
forsolvencypurposes NN PO S =

' {f) for each item of ongmal equaty captta! subject to the tmnsrtuonal measures prawded for in artlc!e 308 iii
paragraphs Sand 10 of Directive 2009/138/E Ca descnptton of the nature of this :tem and its amaunt;

{h) o descnptron of any item deducted from equ;ty and a brief descnpt;on of all s;gmfrcant restrictions

affecting the availability and transferability of the equity capital within the company. For the purposes of

paragraph g, the names of the counterparties are not disclosed if such o disclosure is legally impossible or

impracticable, or if the relevant counterparties are not material,

Orientation 11: Equity cagita!  Additional solvency ratios

in section "E.1 Equity capital” of the SFCR, as indicated in appendix XX of delegated regulation {EU) 2015/35,

when businesses submit solvency ratios in addition to those included in the 5.23.01 statement, the SFCR also

contains an explanatton of the calculation and 5!gmﬁcance of the additional ratios.

Orientation 12 Equity capital - Information on the structure, amount, quality and ehq:bmtv of the equity
capital

in section "E.1. Equity capital” of the SFCR, and as indicated in Appendix XX of Delegated Regulation (EU) no.

2015/35, regardmg their equity caprtaf companies must indicate ot least the foﬂo wmg rnformat:on

cr} for each s;gmﬁcant equity item referred to in articles 69, 72 74, 76 and ?8 as well as for items approved '

by the control authority in accordance with article 79 of delegated regulation (EU) 2015/35, the information

required in article 287, paragraph 1, of the delegated regulation (EU) no. 2015/35, differentiating between

ongmal capntal items and ancrﬂary equity caplta!

b) for each srgmﬁcant equrty item, the extent to which it is avmlab-‘e subordmated as well as its duration

and any other refevant features enabhng an evaluatron of its quality;

' c} an analysis of any significant change in equvty durmg the reportmg per:od mc!ud:ng the value of the
equity items issued during the year, the value of the redeemed instruments during the year, and the
measure in which new issues were used to fund the redemption;

d) regarding subordinated loans, prowde an explanat:on of changes to their value;

e) if the information provided for in article 297, paragraph 1, point ¢} of the defegated regulation (EU)
2015/35 is communicated, provide explanations of the possible limitations to availuble equity capital and
the impact of fimits on eligible level 2 equity capital, eligible level 3 equity, and level 1 restricted equity;
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I} the details of the copital loss absorption mechanism used to comply with article 71, paragroph 1, point e}
of the delegated regulat’.'on (EU) 2015/35 including the triggering event and its effects
g)an explanatron of the ma;or reconc:hatron provisions;
h) for each original equity caprtal item sub]ect to transitional pr prowsmns
i). the classification level of each original equity capital item and the justification for this classification;
ii. the date of the next call and regularity of any subsequent call dates or the fact thot no call date falls
before the end of the trans:tmnal period;

'r) when commumcatmg the information prowded for in article 297, paragraph 1 (g) of defegated regulation
(EU) 2015/35, information on the type of agreement and the nature of the original capital items thot each
ancillary capital item called or paid would become, including the level, as well as the date of approval of
the item by the control authonty and, when a method has been approved the duratron of the approval
k} regarding items deducted from equ;ty caprtal
i. the total surplus of assets over liabilities within ring-fenced funds and portfolios to which the equaliser
adjustment is applied, by defining the amount for which an adjustment is made when determining avaifable
capital;

ii. the scope and reasons for the limitations, deductions, and significant capital expenses.

E.1.1. Structure, amount, and tiering of the core and ancillary equity capital

The comments below set out the costing figures on equity capital presented in Appendix 7 {5.23.01).

~ Capital management
The entity's capital management policy aims to establish a framework structuring the capital
management system to ensure compliance with the prevailing regulations. To this end, it sets the
organisational principles, rules, and limits applied to the imptementation of operational processes.

Capital management's primary objectives within a short, medium, and long term view are;

- To ensure the entity has its capital levels permanently in line with regulatory requirements and
manage the volatility of the Solvency 2 coverage ratio.

- To ensure the solvency ratios are maintained consistent with the target set within the framework of
the internal risk and solvency assessment, and consistent with risk appetite.

- To optimise capital allocation based on realised and targeted profitability, taking into account the
development objectives and risk appetite of the entity.

The assessment of capital requirements is performed on the basis of studies, scenarios, and stress
tests as part of the Own Risk and Solvency Assessment (ORSA). These requirements are assessed on a
three year time horizon, corresponding to the capital management planning that is under the
strategic and operational planning.

»  Determination of equity capital and eligible ifems
The base equity capital consists of surplus assets over liabilities under Solvency 2 (i.e. net assets
valued far solvency purposes),

»  Anciflary equity capital
No ancillary capital items were taken into account in the calcutation of the equity capital.

# Subordinated Habilities

> Tiering of egnity capital
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The classification of equity capital by tiering was made in accordance with articles 69 to 79 of
delegated regulation 2015/35. The following table shows the breakdown by tiering of the available
and eligible capital to cover the solvency capital requirement (SCR) and the minimum threshold
{MCR}. Thus:

#  The reconciliation provision is classified Tier 1,

¢ Subordinated liabilities are classified under Tier 1, 2, or 3 depending on their characteristics;

e Net deferred tax assets are classified as Tier 3.
The capping rules applied to available capital are those described in article 82 of Delegated
Regulation 2015/35 and allow arriving at the eligible capital to cover the SCR and MCR,

The rules for calculating the solvency capital requirements and the minimum capital requirements
are detailed in §£2.2 and E.2.3.

_E.1.2, Analysis of the disparities between the accounting capital and the balance sheet
equity valued for solvency purpeses

By construction, the excess of assets over liabilities {net assets on the balance sheet valued for
solvency purposes) is the sum:

= of the equity presented in the company's financial statements;
= of the impact on economic equity of all the revaluations made on the asset and liability
items during the preparation of the balance sheet at fair value.
Moving from the balance sheet to the simplified balance sheet valued for solvency purposes, the
balance sheet items are revalued, upwards or downwards, depending on surplus items evaluated
under the calcutations for Pillar | of Solvency 2 {unrealised capital gains or losses, difference between
technical provisions and best estimates, etc.) The impact on equity of each balance sheet revaluation
is recognised in the balance sheet equity valued for soivency purposes within the "reconciliation
provision", after taking into account a deferred tax.

Therefore, the significant differences between equity in the company financial statements and the
asset surplus over Habilities calcutated for solvency purposes mechanically correspond to differences
between the valuations used in the financial statements and those retained in the balance sheet for
solvency purposes, offset by the deferred tax mechanism.
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E.2. Solvency Capital Requirement and Minimum Capital Requirement

2. The solvency and ﬁ'ndncfa! condition report contains all the foilowing fnforma't'ioﬁ boncemfng the
. solvency capital requirement and the minimum capital requirement of the insurance or reinsurance
company:

{a) the amount of solvency capital reguired and minimum capital required at the end of the
‘reference period, along with, where appropriate, an indication that ‘the final amotint of the solvency
‘capital reqwred remains subject to an assessment by the control authontfes _ o
: {b) the amount of so!vency cap;tal reqmred of the company divided by risk module when the
' company applies the stondard formufa or by risk category when it uses an internal model;
“fe) if the company uses s;mphfled calculations, and for which standard formuia modules and risk
submodules;

(g) mformatron on the data used by the compcm y to ca!cu!ate the minimum cap:tal reqwrement'
: (h) any s:gmﬁcant change to the solvency capital requrrement or the minimum cap:tal requ;rement
©occurring in the reference period, and the reasons for this change.

E.2.1. Solvency capital requirement

The amount of required solvency capital is determined according to the standard formula provided
for in delegated regulation 2015/35 of the European Commission of 10 October 2014,

The basic risk-free yield curve selected is the one that is published monthly by EIOPA using the
volatility adjustment {VA}.

Below is the breakdown of the SCR into its various components.

Asof 31/12/2016 ink BGN
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At 31/12/2016, the entity does not use parameters in the standard form that are unique to the
company or simplified calcuiations.

E.2.2. Minimum capital requirement (MCR)

The amount of the minimum capital required at the end of the reference period comes to BGN 7.4 M
Datg from 31/12/2016.

The minimum capital requirement is estimated using the method proposed by article 248 of
delegated regulation 2015/35. it is calculated on a quarterly basis. Each quarter and at the end of the
year, the straight-line calculation of the MCR mentioned in the article is based on a complete
calculation of technical provisions and premium volumes. Due to its small size the company uses the
absolute MCR.

E.3. Use of the "equity risk" submodule based on duration in calculating the
required solvency capital

3. The SFCR contains all of the foﬂoWr‘ng informaticﬁn'with respett to the option provided fo}"'in article 304 of
 directive 2009/138/EC:

(a} a statement ind}'cafing whether the company uses the "equity risk" submodule based on the duration
- provided for in this article for the calculation of the required solvency capital, after approval by its control
- authority;
: '(b) if appropriate, the amount of the resultmg capftcrl requ:rement for the "risk eqmty" submodule based on
- durotion.

The equity risk measure based on duration laid down in article 304 of directive 2009/138/EC is not
applied by Groupama Zastrahovane EAD,

Not applicable

Not applicable

5. The ﬁdlvency and ﬁhdh'ciaf condition repartcontams all the foﬂ'b'wing ihforb’:dﬁéh ébnbérnfhg' bféy fmlure '
to comply with the minimum capital requirement and any serious failure to comply with the solvency
- capital requirement of the insurance or reinsurance company:
{a) forany breach of the minimum capital requirement: the duration and maximum amount of this failure
" during the reference period, an explanation of its origin and consequences, any corrective action taken, as
- provided for in article 51, paragraph 1, point e) v), of directive 2009/138/EC, and an explanation of the
effect of these remedies;
' (b} where the breach of the minimum capital requirement has not been resolved: the amount af the failure
. on the date of the report;
' (c) for any serious breach of the solvency cap;tal requirement during the reference penod the duration
_and maximum amount of this serious failure, an explanation of its origin and consequences, any corrective
~action taken, os provided for in article 51, paragraph 1, point e) v, of directive 2009/138/EC, and an
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. explanation of the eff_ect of these remedies; _ _ _
" {d} where the serious breach of the solvency capital requirement has not been resolved: the amount'of the
failure on the date of the report;

E.6. Other information

6. The 's'ofvency and financial condition report presen'ts in a separate section alf other significant info'rmation ;
relating to the capital management of the insurance or reinsurance company.

Chief Exectiie Officer

Celine Bolard
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APPENDICES

List of the public QRTs

QRT Solo:

Appendix 1 5.02.01.02  Baiance Sheet

Appendix 2 $.05.01.02  Premiums, claims, and expenses per business line

Appendix 3 $.12.01.02  Technical provisions life and health SLT

Appendix 4 $.17.01.02  Technical non-life provisions

Appendix 5 $.19.01.21  Non-life claims

Appendix 6 §5.22.01.21  Impact of measures related to long-term guarantees and transitional measures
Appendix 7 5.23.01.01  Equity

Appendix 8 5.25.01.21  Solvency capital requirement - for companies using the standard formula
Minimum capital requirement - Insurance or reinsurance life only or insurance or
reinsurance non-life only

Appendix3 ¢ o 0101
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Balance sheet

5.02.01.01.01

Salvency ! value

e ' v con1o
Assels
Goodwill RO010
Deferred acquisition costs RO020
intangible assets RE030 0.00
Defered tax assets R0040 89 000.00
Pansion bensfit suplus RO050
Propery. pfant & equipment held for own use ROQGO 109 580.00
nvestmants (ather than assets hald for index-inked and unit-inked contracts) ROGT0 17 216 093.00
Bonds RO130 6 575 008.00
Govemnment Bonds RO140 6 575 D06.00
Corporate Bonds RO150 .00
Daeposits other than cash equivalenis ROZ00 841 093.00
Reinsurance recoverables from: RO270 s . 381 513.00
Nen-fife and heafth similar to nondife RO280 i . . 3%1513.00
Non-iifa exciuding haalth ROZG0 381 513.00
insurance and intemmediaries recetvables RO360G 2 380 000.00
Reinsurance receivables RO37T0 0.00
Receivables {irade, siot insuranca) RO38G &4 800.00:
Cash and cash equivalents RO41G 8432 110.00
Any other assals, not elsewhara shown RO420 2808241
Total assets ROS00 21112 34841
Liabilities
Technical provisions - non-ife RO510 i 366 §20.81
Technical provisions — non-ife {excluding health) RO520 b &30 929.81
Technical provisions calculated as a whole ROS30
Besi Estimate | RO540 9 474 364.40
Risk margin ! RA550 456 566.41
Technical provisions - health (similar 1o non-kfe) X ROS60 436 000.00
Technical provisions caiculated as a whole RO570
Best Estimate ROSB0 422 0G2.00
Risk margin ROS80 14 000.00|
Ceferrad tax liabilities RO780 13 008.00
Derivatives RO7E0 0.00,
Debis owed Lo credit institutions RO80O0 &.00
Finencial ilabilities other than debts owed to credit institutions RO810 4.00]
Insurance & intermediares payables ROG20 1195 000.00
Reinsurance payablos ROG30 196 000.00
Payables {trade, not insurance) ROB40 1341 G00.00
Subordinated fiabilitivs ROB50 .00
Any other fiatilides, net elsewhare shown ROBSO 1418.80
Yotal limbilities RGOS 13 112 348.41
Excess of assets over liabilities R1008 7 989 000.00:
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Life and Health LT Technical Provisions

5.12.01.02

-Totat {Life ether than heailth| Total (Health similar {o iife

insurance, incl. Unit-Linked) tnsurance}

R c0150 coz10

Tochnical provisions caleulated as a whale RO010 & Qi
Total Recovarablas from relnsurancelSPV and Finite Re after the adjustment for RO020 P o
axpectad lossas due to counterpasty default fatad to TP calculated as a whole
Techatcal provisions calculated as a sum of BE and R
Best Egdimate
Gross Best Estimate RO030 o o
Tolai Recoverables from reinsurance/SPV and Finito Re after the adjusiment for expectod Jossos RCOED 3 o
due lo countenparty defauit
Best astimate minus recoverabies fom reinsurancel/EPV and Finite Re - fotal ACO90 k¢l o
Risk Margin RC100 0 a
Amount of the transitional on Tachnical Provisions
Technical Provisions calcutated as a whole ROM10 0 9
Bast astimats RO120 0 0|
Risx margin RO13C a 0
Tachnical pravisions - total RO200 kel L]
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