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A — Introduction of the Chairman of the Board of Management

STATEMENT OF THE CHAIRMAN OF AZPS

The principal added value of Allianz pension management com-
pany is membership in a strong financial group building on years
of tradition and extensive experience. Our local ideas further
develop these characteristics. For example, in 2018 we received
awards from professionals and the public for our Allianz CZ appli-
cation offering a range of benefits to the clients of both our insu-
rance and pension management companies.

Years of tradition, extensive experience and clever ideas at Allianz
penzijni spole¢nost form a final mix giving our clients certainty
of professional management and prompt service.

Also, we are prepared to expand our offer of retirement savings
services, should the legislation allow us in the future.

| want to thank our employees, insurance advisors and business
partners for their professional work. Also, | would like to thank our
customers for their confidence and assure them that we will not fail
such confidence.

Sincerely,
Ing. Dusan Quis, Chairman of the Board of Management
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A — Board of Management, Supervisory Board

BOARD OF DIRECTORS

Member since
1 March 2018,

Chairman of the Board Member Member Member
of Management

member since
3 August 2018,
Chairman since
7 August 2018

SUPERVISORY BOARD

member since 23 March 2015, Chairman since 30 March 2015
member since 2 June 2015
member since 1 January 2018

AUDIT COMMITTEE

Chairman since 1 April 2017
member since 1 April 2017
member since 1 January 2018
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A — Company profile

ALLIANZ PENZIJNi SPOLECNOST

Allianz penzijni spolec¢nost was formed by transformation of Allianz penzijni fond, a.s. as of 1 January 2013.
The former Allianz penzijni fond was established through amalgamation of Allianz - hypo penzijni fond, a.s.
and Zivnobanka penzijni fond, a.s. on 31 august 1997. Since late 2000, the company has been a 100%

subsidiary of Allianz pojistovna, a.s.

Allianz penzijni spole¢nost, a. s. was formed by transformation of
Allianz penzijni fond on 1 January 2013. The company is registered
in the Commercial Register maintained by the Municipal Commer-
cial Court in Prague, section B, file 4972.

Allianz penzijni spole¢nost manages assets of subscribers in the
transformed fund (supplementary pension schemes — new con-
tracts are discontinued as of 1 December 2012) and on 1 January
2013 it also started to manage assets in subscriber funds (supple-
mentary pension savings - new 3rd pillar). During the period from
1 January 2013 until 20 December 2016, the company managed
assets in pension funds (pension savings - 2nd pillar).

Now it offers supplementary pension savings. In its activities focused
on the management of clients' assets, Allianz penzijni spole¢nost fol-
lows the strategy of conservative investments, supported by the capi-
tal of Allianz Group. Such a strategy is appreciated by the ever
increasing number of clients as well as the professional public.

a) Information about changes in facts entered in the Commercial
register that took place during the specified period

In 2018, the following changes in Allianz penzijni spolecnost were

made:

— Alexander Hollmann became new member of the company's
Board of Management on 1 March 2018

— Jakub Strnad resigned from the office of the Chairman of the
company's Board of Management on 14 May 2018

— Dusan Quis became new member of the company's Board of
Management on 3 August 2018 and new Chairman of the
Board on 7 August 2018

— Ludvik Bohman resigned from the office of a member of the
company's Supervisory Board on 30 September 2018

— Martin Wricke became new member of the company's Super-
visory Board on 1 January 2018

b) Information about subscriber funds and the transformed fund
managed by the pension management company during the
specified period

1) Allianz Transformed Fund, Allianz penzijni spole¢nost, a. s.

2) Allianz Statutory Conservative Subscriber Fund, Allianz penzijni
spolecnost, a. s.

3) Allianz Balanced Subscriber Fund, Allianz penzijni spolec¢nost, a.s.

4) Allianz Dynamic Subscriber Fund, Allianz penzijni spole¢nost, a.s.
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c) Information about facts having material effect on activities
of the pension management company, stating the main
factors affecting the economic result

There were no facts having material effect on activities of the pen-
sion management company over the specified period.

d) Members of the Board of Management, Supervisory Board
and other members of management of Allianz penzijni spo-
leénost, a.s.:

BOARD OF DIRECTORS

RnDr. Jakub Strnad, Ph.D., Chairman of the Board of Management
member since 21 December 2011,

Chairman of the Board of Management from 10 January 2012 until
14 May 2018

Jakub Strnad graduated from the Faculty of Mathematics and Phy-
sics of Charles University in Prague with a Ph.D. degree. He has been
employed in the insurance industry since 1996. Between 2005 and
2010 he had been working at Ceskd podnikatelskd pojistovna, a. s.,
most recently as the company’s CEO and Chairman of the Board
of Management. He was Chairman of the Board of Management of
Allianz pojistovna, a. s. from 29 March 2010 until 14 May 2018.

Ing. Dusan Quis, Ph.D.

Member since 3 August 2018, Chairman od the Board

of Management since 7 August 2018

Dusan Quis graduated from the Faculty of Business Administration
of University of Economics in Prague. Dusan Quis started his career
with Provident Financial during his studies. Later he performed offi-
ces in Boards of Management of insurers in the Czech Republic,
Slovakia, Russia or Ukraine. He joined Allianz in September 2016
as the Chief Sales Officer of Allianz Slovenskd poistovna, a.s. Dusan
Quis was appointed Chairman of the Board of Management of Al-
lianz pojistovny in May 2015.

Ing. Sonia Slavtcheva, MBA,

member since 2 July 2013

Sonia Slavtcheva graduated from University of National and World
Economy in Sofia, Bulgaria, and University of Pittsburgh with an
MBA degree. Before joining Allianz pojistovna, a. s., she had been
Chief Finance Officer of Home Credit Group between July 2008 and
December 2012. She has been member of the Board of Manage-
ment of Allianz pojistovna, a.s. since 1 July 2013.
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Alexander Hollmann

member since 1 March 2013

Alexander Hollmann graduated from University of Mannheim and
completed his studies at University of Waterloo in Canada or Kyiv Na-
tional University of Economics, Ukraine. He worked at Accenture on
various IT and project management positions. He joined Allianz SE in
2012 and over time he was involved in big transformation and stra-
tegic projects of the IT and Operations sphere.

Mgr. Josef Lukasek,

member since 1 April 2015

Josef Lukdsek graduated from the Faculty of Mathematics and
Physics of Charles University. He has been active in the insurance
business on various positions since 1994. He began as an actuary
in Nationale Nederlanden, in 2001 he left for Allianz where he be-
came responsible actuary and member of Supervisory Board in
Allianz penzijni fond. Step by step he was responsible for actuarial
mathematics, data analysis and creation of new products. At pre-
sent he is member of Board of Management in Allianz in the Czech
Republic and he is responsible for products development, profita-
bility, reinsurance and portfolio management. He is a member of
the presidium of the Association of pension companies.

Ing. Petr Hrbacek,

member since 1 June 2015

Petr Hrbdcéek graduated in Finance from the Mining University in
Ostrava - Faculty of Economics. Before joining Allianz pojistovna,
he worked in Ceskd pojistovna as the sales director 6 years. At Al-
lianz, he started as manager of the central broker business; today,
he is member of the Board of Management in Allianz pojistovna
and Allianz penzijni spolecnost, responsible for sales.

SUPERVISORY BOARD

Dr. Kay Miiller,

member since 23 March 2015, Chairman since 30 March 2015

He has been employed in Allianz since 2006. He studied in Den-
mark and Ireland and earned a PhD degree from the Technical Uni-
versity in Munich in 2007. Between 2006 and 2009 he worked in
Allianz in the financial sector as an executive assistant, conse-
quently as a financial manager until 2014. From September 2014
to March 2015 he was regional director of business strategy for
Central and Eastern Europe, since then he has been regional direc-
tor of life insurance for Central and Eastern Europe.

Martin Wricke,

member since 1 January 2018

Martin Wricke graduated from the universities in Minster, Ger-
many and Manchester, UK. Between 2006 and 2010 he was head
of management performance and project administration. Between
2011 and 2015 he was head of sales for German-speaking coun-
tries. From 2015 until 2017 he was Chief Finance Officer at Allianz
Slovenskad poistovia, a.s. and since January 2018 he has been Chief
Finance Officer of Allianz for Central and Eastern Europe.
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Ing. Tomas Lain,

member since 2 June 2015

Tomds Lain graduated in statistical insurance engineering from the
Faculty of Informatics and Statistics of the University of Economics,
Prague. He started his career in Ceskd pojistovna, a.s. as an actu-
ary. He was the director of the department of controlling and
director of product management and business support. Before
he joined Allianz, he worked in KPMG. In Allianz holds the position
of director of planning and controlling.

JUDr. Ludvik Bohman,

member from 2 June 2015 until 30 August 2018

Ludvik Bohman graduated from the Faculty of Law of Charles Uni-
versity. He has been working in insurance business since 1998. Be-
fore joining Allianz pojistovna, he worked in Ceskd pojistovna as
head of legal and director of internal affairs; in AXA he was mem-
ber of the Board of Management. In Allianz he was director of the
legal, compliance and investigation department and now he is di-
rector of claims settlement. He has been member of the Supervi-
sory Board of Diamond point a.s., Allianz nadaéni fond and now
Allianz penzijni spolecnost, a.s.

e) Information about portfolio managers of the pension mana-
gement company and subscriber funds in the specific period

The investment manager of the funds is Allianz penzijni spole¢nost,
a. s. (hereinafter referred to as the “pension management com-
pany”), entered in the Commercial Register maintained by the Mu-
nicipal Court of Prague, section B, file 4972.

PORTFOLIO MANAGER:

Petr Podolka,

member since 1 August 2015

He graduated from the University of Economics, Prague and in
2003 he was named Chartered Financial Analyst by CFA Institute.
He has been employed with Allianz since 2015. He has long-time
experience in portfolio management and assets management. Be-
fore joining Allianz, he worked as portfolio manager in ING for 14
years, most recently as head of investment department in NN In-
vestment Partners C.R., a.s. At Allianz he works as director of In-
vestments and Treasury.

Ji¥i Snobl,

member since 1 August 2015

He graduated from the Czech Technical University, Economic de-
partment of the Faculty of electrical engineering. He started his ca-
reer in the banking industry where he worked on various positions
at Zivnostenskd banka Praha, ABN AMRO Bank and Komeréni
banka with a particular focus on sales. He joined Allianz in 2015
after leaving Generali Investments CEE, investi¢ni spole¢nost, a.s.,
where he performed various offices, focused on diverse asset ma-
nagement projects to become head of sales in charge of manage-
ment of relations with external clients.
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A — Profil spole¢nosti

f) Information about parties that had a qualifying holding in the
pension management company, however for a part of the
specified period only, stating the type and amount of the
holding in the pension management company along with the
term of the qualifying holding.

Allianz pojidtovna, a. s., registered office: Ke Stvanici 656/3, 186 00
Prague 8, Czech Republic, corporate ID No.: 47 11 59 71, entered in
the Commercial Register maintained by the Municipal Court in Pra-
gue, section B, file 1815.

g) Information about parties, in which the pension management
company had qualifying holdings, however for a part of the
specified period only, stating the amount and type of the qua-
lifying holding and economic result of such parties, along with
the term of the holding. If no audited economic results of such
parties are available, the pension management company shall
provide non-audited economic results identified as such.

There were no such parties during the specified period.

h) Information about parties interconnected with the pension
management company in terms of its staff, however for a part
of the specified period only, stating the type and term of such
engagements.

The term of such interconnection with the pension management
company matches the dates of appointments of the persons in
question to the Board of Management and Supervisory Board of
Allianz penzijni spolec¢nost, a. s.

Allianz pojistovna, a. s. - Board of Management

RNDr. Jakub Strnad, Ph.D., since 26 March 2010, Chairman from
29 March 2010 until 14 May 2018

Dusan Quis, Chairman of the Board of Management since
14 August 2018

Ing. Sonia Slavtcheva, MBA, since 1 July 2013

Mgr. Josef Lukdsek, since 1 April 2015

Ing. Petr Hrbdacek, since 1 June 2015

Alexander Hollmann, since 1 January 2018

Allianz pojistovna, a.s. — Supervisory Board
Petros Papanikolaou, since 30 July 2015

Kay Miller, since 25 June 2015

Martin Wricke since 1 January 2018

Diamond Point, a.s. is a 100% subsidiary of Allianz pojistovna, a. s.
Diamond Point, a.s. - Board of Management
Ing. Sonia Slavtcheva, MBA, since 1 August 2018 (19 March 2014)

Mgr. Josef Lukdések, since 20 March 2014
Bc. Sandra Tomdaskovd, since 28 November 2014
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Diamond Point, a.s. - Supervisory Board

RNDr. Jakub Strnad, Ph.D., from 1 May 2013 until 1 May 2018
Dusan Quis, since 14 August 2018

JUDr. Ludvik Bohman, from 28 November 2014 until 30 September 2018
Alexander Hollmann, since 1 January 2018

i) Information about parties not listed under points e) through
g), who acted in concert with the pension management com-
pany during the specified period.

All parties are listed under points e) through g).

j) Information about all securities traders who had been per-
forming activities of a securities trader in respect of subscri-
bers funds managed by the pension management company,
however for a part of the specified period only, stating the
period of such activities.

- Citibank Europe Plc, organization branch, corporate ID No.:
28198131, registered office: Prague 5, Bucharova 2641/14, po-
stcode: 158 02

- Ceska spofitelnq, a.s., corporate ID No.: 45244782, registered of-
fice: Prague 4, Olbrachtova 1929/62, postcode: 140 00

- Ceskoslovenskd obchodni banka, a. s., corporate ID No.:
00001350, registered office: Prague 5, Radlickd 333/150,
postcode: 150 57

- ING Bank N. V., Bijlmerplein 888, 1102 MG Amsterdam, The
Netherlands

— Komer¢ni banka, a.s., corporate ID No.: 45317054, registered
office: Prague 1, Na Pfikopé 33/969, postcode: 114 07

- Oberbank AG / Untere Donauldnde 28 / 4020 Linz

— PIMCO Funds Global Investors Series / 30 Herbert Street / DU-
BLIN 2

— PPF banka / Evropskd 2690/17, PO Box 177 / 160 41 Praha 6

- Societe Generale SA / 29 Boulevard Haussmann / F-75009 Paris

— UniCredit Bank Czech Republic and Slovakia, a.s., corporate ID
No.: 649 48 242, registered office: Prague 4, Zeletavskd 1525/1,
postcode: 140 92

k) Information about court disputes or arbitrations in the speci-
fied period, to which the pension management company is
a party either directly or on account of a subscriber fund, if
the value of the subject matter of the dispute exceeds 1% of
the value of the pension management company’s assets and
assets held in the concerned pension or subscriber fund.

In the course of 2018, there was no major court dispute or arbitration

involving Allianz penzijni spolecnost, a. s. or any of the funds mana-
ged by this pension company.
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A — Non-financial information

NON-FINANCIAL INFORMATION

a) about facts that occurred after the balance sheet day and are
important to fulfil the purpose of the Annual Report

No facts occurred.

b) about anticipated development of activities of the accounting
entity

The accounting entity will continue in its activities; no fact occurs

which would restrict or prevent it from carrying on its activities in

foreseeable future.

c) about research and development activities

Allianz penzijni spole¢nost has no activities in the field of research

and development.

d) about acquisition of own shares or own participations

Allianz penzijni spole¢nost did not acquire any own shares or own
participations.
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e) about activities in the field of environment protection and
employment relations

Allianz penzijni spole¢nost largely focuses on business ethics, main-
tenance of good relations with clients, business partners, compli-
ance with human rights, equality of opportunities and compliance
with working standards as an integral part of the corporate culture
of Allianz.

A strong emphasis is put on the employees' professional conduct
and compliance with the company's internal rules including the
Code of Conduct and other regulations. Respect for the rules of
equal opportunities and zero tolerance of any discrimination form
an integral part of the corporate culture. Allianz penzijni spole¢nost
has been engaged in a global environmental project of Allianz
Group since 2008 (by signing the so-called Kyoto Protocol) which
aims at minimizing negative impacts on the environment through
efficiency in consumption of energy, water and paper, waste ma-
nagement and business trips.

In this regard, the volume of CO2 emissions generated by own ac-
tivities dropped 25%. A summary of all non-financial information
relating to the group of Allianz including Allianz penzijni spolec-
nost, a.s. is included in a special report of the parent company ava-
ilable at
https://www.allianz.com/content/dam/onemarketing/azcom
/Allianz_com/investor-relations/en/results-reports/annual-re-
port/ar2017/180309-nonfinancialreport-2017-Allianz.pdf

f) if the accounting entity has a branch or business enterprise
abroad
Allianz penzijni spole¢nost has no branch abroad.
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A — Supplementary pension schemes with state support (old 3™ pillar)- transformed fund

SUPPLEMENTARY PENSION SCHEMES WITH STATE
SUPPORT (OLD 3R° PILLAR)- TRANSFORMED FUND

Supplementary pension schemes with state support (hereinafter ,supplementary pension schemes")
are part of the Czech Republic's pension system, forming the so-called 3rd pension pillar along with
supplementary pension savings. The characteristics are stipulated in Act No. 42/1994 Coll., on supple-
mentary pension schemes with state support, as amended (hereinafter the ,Act on supplementary
pension schemes”) and selected parts of Act No. 427/2011 Coll., on supplementary pension savings,
as amended (hereinafter the ,,Act on supplementary pension savings”).

According to the Act on supplementary pension savings, the latest
date to conclude an agreement on a supplementary pension
scheme was 30 November 2012, with 1 December 2012 as the
latest scheme starting date. As of 1 December 2012 it is not pos-
sible to conclude any agreement on a supplementary pension
scheme. The only exception applies to admission of new subscri-
bers from a transformed fund of another pension management
company that merged with another transformed fund, to which the
subscribers of the original transformed fund did not agree.

As of 31 December 2018, Allianz penzijni spole¢nost managed
assets of more than 400 thousand subscribers of supplementary
pension schemes under its transformed fund.

As of 1 January 2017, a change of the amount and calculation me-
thod to claim tax benefits came into force. Subscribers may reduce
their income tax base by the sum of the agreed and paid monthly
contributions exceeding CZK 1,000 up to the amount of CZK
24,000.

Supplementary pension schemes can also be subject to employer
contributions, which receive further tax benefits for both the subsc-
riber and employer.

In case of early termination of the supplementary pension scheme,

the subscriber loses the state support and must apply additional
tax in respect of tax benefits for the 10 recent years.

14

Benefits of supplementary pension schemes:

— Savings starting at CZK 100 per month

— The lowest subscriber contribution eligible to state support
is CZK 300

— Opportunity to choose the contribution amount (starting at CZK
100), or decrease or increase it anytime, as well as to suspend
contributions

— State contribution up to CZK 230 per month, i.e. CZK 2,760 per
year (to subscriber contribution of CZK 1,000)

— Opportunity to reduce income tax base by up to CZK 24,000 per
year (increasing and change in calculation as of 1 January 2017)

— Possible employer contributions

— Guarantee of non-negative gains

Superior benefits with Allianz transformed fund:

— The widest range of offered pensions

— “Tax machine” service free of charge for easy use of the tax be-
nefits

Allianz transformed fund allows for payment of all types of bene-
fits according to the Act on supplementary pension schemes:

— Retirement pension

Disability pension

Endowment pension

Lump-sum settlement with the subscriber instead of pension

— Surrender value

Estate pension or surrender value for the beneficiary

- Surrender value for heirs

Supplementary pension schemes with Allianz transformed fund
offer the widest range of subscriber pension schemes:

Lifetime pension

Lifetime pension with estate pension

— Lifetime pension with guaranteed payment term

Lifetime pension with agreed death benefit

Linearly increasing lifetime pension
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A — Supplementary pension savings (new 3" pillar)- subscriber funds

SUPPLEMENTARY PENSION SAVINGS
(NEW 3RP PILLAR)- SUBSCRIBER FUNDS

Supplementary pension savings are part of the Czech Republic's pension system,

namely so-called 3rd pension pillar along with supplementary pension schemes.

The characteristics are stipulated in Act No. 427/2011 Coll., on supplementary pension savings,
as amended (hereinafter the “Act on supplementary pension savings”).

Clients without an existing agreement on a supplementary pension
scheme or supplementary pension savings may conclude an agre-
ement on supplementary pension savings.

As of 31 December 2018, Allianz penzijni spole¢nost managed as-
sets of more than 49 thousand subscribers of supplementary pen-
sion savings under its subscriber funds.

Following an amendment of the Act on supplementary pension sa-
vings of 1 January 2016, persons under 18 can become subscribers
as well. The minor subscriber's statutory representative shall conc-
lude the agreement. As of 31 December 2018, 972 agreements
were concluded in favour of such minor subscribers, which accounts
for 2% of all agreements.

Also, the amendment of 1 January 2016 introduced a new payout
option - so-called partial surrender value amounting up to one
third of the funds in the year when the client reaches 18 years
of age, provided that the savings have lasted at least 10 years,
of which the last 2 years with the same pension management
company.

Subscribers with permanent residence in the Czech Republic or do-
miciled in another EU member country, who also participate in
a public health insurance or pension system of the Czech Republic
or receive benefits from the Czech Republic's pension system, are
eligible to the state support, the amount of which is derived from
the subscriber's contribution.

As of 1 January 2017, a change of the amount and calculation me-
thod to claim tax benefits came into force. Subscribers may reduce
their income tax base by the sum of the agreed and paid monthly
contributions exceeding CZK 1,000 up to the amount of CZK
24,000.

Supplementary pension savings can also be subject to employer con-
tributions, which receive further tax benefits for both the subscriber
and employer. In case of early termination of the supplementary pen-
sion savings, the subscriber loses the state support and must apply
additional tax in respect of tax benefits for the 10 recent years.

As part of supplementary pension savings, Allianz penzijni spolec-

nost manages 3 subscriber funds with different potential returns
and investment risks.
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Subscriber funds from Allianz penzijni spole¢nost:
- Allianz Statutory Conservative Subscriber Fund

- Allianz Balanced Subscriber Fund

- Allianz Dynamic Subscriber Fund

Supplementary pension savings are a successor product to the

former supplementary pension schemes, offering similar bene-

fits, in particular:

— Savings starting at CZK 100 per month

— The lowest subscriber contribution eligible to state support
is CZK 300

— Opportunity to choose the contribution amount (starting at CZK
100), or decrease or increase it anytime, as well as to suspend
contributions

- State contribution up to CZK 230 per month, i.e. CZK 2,760 per
year (to subscriber contribution of CZK 1,000)

— Opportunity to reduce income tax base by up to CZK 24,000 per
year (increasing and change in calculation as of 1 January 2017)

— Possible employer contributions

— lump-sum settlement or retirement benefit upon reaching 60
years of age and saving for at least 60 calendar months, effec-
tive as of 1 January 2016

Superior benefits provided with Allianz subscriber funds free of

charge:

- Tax machine” service free of charge for easy use of the tax benefits

- Opportunity to choose from various methods of generating re-
turns, ranging from a conservative fund to the dynamic fund with
higher potential returns

Supplementary pension savings allow for payment of all types of

benefits according to the Act on supplementary pension savings:

— Retirement pension for a definite term (including “pre-retirement
pension”)

- Disability pension for a definite term

— Lump-sum settlement with the subscriber

- Surrender value for the subscriber

- Partial surrender value after reaching 18 years of age and 10
years of savings - available as of 1 January 2016

- Payment of lump-sum premium to the insurer for lifetime pension

— Payment of lump-sum premium to the insurer for pension paid
over a precisely defined term in precisely defined pension amounts

- Lump-sum settlement or surrender value for the beneficiary or
heir.
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B — Independent Auditor’s Report to the Shareholder of Allianz penzijni spole¢nost, a.s.

18
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English translation

Independent auditor’s report

to the shareholder of Allianz penzijni spoleénost, a.s.
Report on the Audit of the Financial Statements

Our Opinion

In our opinion, the accompanying financial statements give a true and fair view of the financial position

of Allianz penzijni spolefnost, a.s., with its registered office at Ke Stvanici 656/3, Praha 8 (“the Company™)

as at 31 December 2018, and of its financial performance for the vear then ended in accordance with the Czech

accounting legislation.

What we have oudited

The Company’s financial statements comprise the following:

s the balance sheet as at 31 December 2018;

¢ the income statement for the year then ended;

s  the statement of changes in equity for the year then ended; and

¢ the notes to the financial statements, which include significant accounting policies and other explanatory
information.

Basis for Opinion

We conducted our audit in accordance with the Aet on Auditors, Regulation (EU) No. 537/2014 of the European
Parliament and of the Council (“the EIJ Regulation™) and Standards on Auditing of the Chamber of Auditors
of the Czech Republic. These standards consist of International Standards on Auditing (ISAs) which may be
supplemented and modified by related application guidance. Our responsibilities under those standards are

further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate o provide a basis
for our opinion.

Independence

We are independent of the Company in accordance with the Aet on Auditors, EU Regulation and Code of Ethics
for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA) and
accepted by the Chamber of Auditors of the Czech Republic, and we have not provided any prohibited non-audit
services and we fulfilled our other ethical responsibililies in accordance with these regulations.

PricewaterhouseCoopers Audit, s.r.0., Huézdova 1734/ 2c, 140 00 Prague 4, Czech Republic
A +420 251 151 111, F: +420 251 156 111, www.pwc.com/cz
PricewaterhoseCoopers Audit, 5 1.0, registersd seat Hvézdova 17342, 140 00 Prague 4, Czech Republic, dentification Numbar: 40765521, registered

with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3837, and in the Register of Audit Companies with the Chamber
af Auditors of the Czech Republic under Licence Mo, 021,
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Owr audit approach
Ouverview

Materiality

Overall materiality represents 1 % of Company’s net assets and has been
estimated at CZK 7 million.

Muateriality

Audit scope
We conducted our statutory audit work for the Company as a whole,

Axealit
SCope

Key audit matter
Guarantees — Transformed fund.

Key audit
matters

Asg part of designing our audit, we determined the materiality and assessed the risks of material misstatement

in the financial statements. In particular, we considered where management made subjective judgements, for
example, in respect of significant accounting estimates that involved making assumptions and considering future
events that are inherently uncertain. We also addressed the risk of management override of internal controls,
including among other matters, consideration of whether there was evidence of bias that represented a risk

of material misstatement due to fraud.

Muateriality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable
assurance as to whether the financial statements are free from material misstatement. Misstatements may arise
due to fraud or error. They are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including
the overall materiality for the financial statements as a whole as set out in the table helow. These, together

with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent
of our audit procedures and to evaluate the effect of misstatements, both individually and in aggregate,

on the financial statements as a whole,

Overall materiality CZK 7 million

How we determined it The Company materiality has been determined as 1% of Company’s net

assets.

Rationale for the materiality
benchmark applied Net assets represent stable indicator commonly used in the industry.
The indicator is consistently monitored by the Company’s management,

the regulator and users of the financial statements.
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Key Audit Matlers

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit
of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter

Guarantees — Transformed fund

Based on current legislation, Transformed pension funds
must not recognize losses, nor should their liabilities exceed
the value of assets, therefore they must not show negative
equity. The Company has to pay in additional capital funds
to the Transformed Fund in such case. The revaluation
reserve on the valuation of financial assets in the
Transformed Fund must therefore be properly monitored,
including the sensitivity of the valuation to the movement
of markel inputs, in particular markel interest rates.

In 2018, due to the decrease in valuation differences from
the revaluation of financial assets, the value of the total
equily of the Transformed Fund decreased, and the
Company therefore added capital funds of CZK 80 million to
the fund. The Company used its reserve funds to conltribute
to the equity of the Transformed Fund in accordance with
the Company's Articles of Association.

Accounting policies and other related information are
disclosed in note 2.1 of the notes to the financial statements
and the equity transfer is presented in the Statement of
changes in equity.

The Company also provides a guarantee of appreciation to
participants in certain pension plans of Transformed fund.
The Company is obliged to monitor the possibility of

a gnarantee obligation and to create a provision for
gnarantees and guarantees provided if:

(a) there is an obligation to perform as a result of past
evenls,

(b) it is probable that the outflow will oceur and will require
an outflow of resources embodying economic benefits;

(c) a reasonably reliable performance estimate may be made.

The Company's approach to guaranteed pension plans is

disclosed in notes 2.d and note 17 to the financial statements.

How we tailored our audit scope

How our audit addressed the key andit
matter

We have obtained detailed information about all
the guarantees given to the Transformed Fund's
clients and about the process that the Company
uses to monitor and assess the associated risks
and to identify any need to recognize or disclose
any obligation and to measure the contingent

or actual liability associated with the underlying
guarantee. We have assessed whether the
guarantee meets Lhe criteria for recognizing

or disclosing liabilities.

We have verified the valuation of the
Transformed Fund's assets and the related
capital fund from revaluation and performance
of the Transformed Fund as at 31 December
2018 to ensure that the Transformed Fund's
financial position does not require the Company
to pay in capital funds as at 31 December 2018.
In cooperation with internal actuarial specialists,
we reviewed the assumptions and procedures
used and verified the mathematical correctness
of the model used to caleulate the adequacy

of the Company's revenues to cover guaranteed
contracts.

We also assessed the aceuracy and completeness
of the disclosures in the notes to the financial
statements.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion

on the financial statements as a whole, taking into account the structure of the Company, the aceounting processes

and controls, and specifics of the industry in which the Company operates.

The year 2018 was the first vear of our audit of the Company. To properly define the scope of the audit, we focused

on the process of taking over the engagement from the previous auditor and familiarizing ourselves with the
control environment and current matters that the Company addresses in the business and regulatory areas.
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Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included
in the Annual Report other than the financial statements and aunditor’s report therein. The Board of Directors
is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit

of the financial statements, our responsibility is to read the other financial and non-financial information and,

in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge about the Company obtained in the audit or otherwise appears to be materially misstated. In addition,
we assess whether the other information has been prepared, in all material respects, in accordance with applicable
law and regulation, in particular, whether the other information complies with laws and regulations in terms of
formal requirements and procedure for preparing the other information in the context of materiality, i.e. whether
any non-compliance with these requirements could influence judgments made on the basis of the other
information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

¢ The other information describing the facts that are also presented in the financial statements is, in all material
respects, consistent with the financial statements; and

s  The other information is prepared in compliance with applicable laws and regulations.

In addition, our responsibility is to report, based on the knowledge and understanding of the Company
obtained in the audit, on whether the other information contains any material misstatement of fact. Based
on the procedures we have performed on the other information obtained, we have not identified any material
misstatement of fact.

Responsibilities of the Board of Directors and the Supervisory Board for the Financial
Statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements
in accordance with Czech accounting legislation and for such internal control as the Board of Directors
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Board of Directors either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Supervisory Board is responsible for overseeing the financial reporting process. The Audit Committee is
responsible for monitoring of the financial statements compilation process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our ohjectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes

our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with the above-stated requirements will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or taken together,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements,

As part of an audit in accordance with the above-stated requirements, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

» Tdentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

e  Obtain an understanding of internal controls relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal controls.

s  Evaluate the appropriateness of the accounting policies used and the reasonableness of the accounting
estimates and related disclosures made by the Board of Directors.
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¢ Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
on the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going concern.

s  FEvaluate the overall presentation, structure and content of the financial statements, including the notes,

and whether the financial statements represent the underlying transactions and events in a manner

that achieves fair presentation.
We communicate with the Board of Directors, Supervisory Board and Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
We also provide the Audit Committee with a statement showing that we have complied with relevant ethieal

requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where applicable, related safeguards.

From the matters communicated with the Supervisory Board and the Audit Committee, we determine those
matters that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We deseribe these maltters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

In compliance with Article 10(2) of the EU Regulation, we provide the following information in our independent
auditor’s report, which is required in addition to the requirements of International Standards on Auditing:

Consistency of the Audit Opinion with the Additional Report to the Audit Cormittee

We confirm that the audit opinion expressed herein is consistent with the additional report to the Audit
Committee of the Company, which we issued today in accordance with Article 11 of the EU Regulation.

Appointment of Auditor and Period of Engagement

We were appointed as the auditors of the Company for year 2018 by the sole shareholder in the capacity of general
meeting on 27 October 2017, The year 2018 is the first year as the auditor of the Company.

Provided Non-aucdit Services
We did not provide to the Company any non-audit services.

PwC Network did not provide to the Company any prohibited services referred to in the Article 5.1 of the EU
Regulation.

29 March 2019

PricewaterhouseCoopers Audit, s.1.0.
represented by

Marek Richter
Statutory Auditor, Licence No. 1800

Translation note

Thig version of owr report is a translation from the onginal, which was prepared in the Czech language. Al possible care has been taken to ensure that the translation
is an accurate representafion of the original, Howewver, in all matters of interpretation of infarmation, views or apinions, the Czech version of our report takes precedence
aver this franslation.
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BALANCE SHEET
AS AT 31 D ECE M BE R 201 8 (Translated from the Czech original)

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

(Translated from the Czech original)

ASSETS 1 Interest income and similar income 3 3618 135
1 Cash in hand and balances with central banks 0 3 3 of which: interest on debt securities 0 3,618 135
3 Receivables from banks and credit unions 10 514,061 647,212 3 Income from shares and ownership interests 4 4 431 -
of which: ~ a) repayable on demand 0 144,169 626,725 ¢) other income from shares and ownership interests 0 4431 -
b) other receivables 0 369,892 20,488 4 Commission and fee income 5 387,488 349,545
6 Shares, units and other investments 11 263,226 5 Commission and fee expense 5 (228,068) (191,511)
9 Intangible fixed assets 12 3,415 3,076 6 Gain or loss from financial operations 6 455 (693)
10 Tangible fixed assets 13 18 18 8 Other operating expenses 0 (197) (90)
11 Other assets 14 58,184 130,354 9 Administrative expenses 8 (86,282) (78,357)
13 Prepaid expenses and accrued income 15 352,128 401,140 of which: a) employee expenses 0 (34,151) (24,491)
TOTAL ASSETS 1,191,035 1,181,803 of which: aa) wages and salaries 0 (25,992) (18,754)
ab) social and health insurance (8,159) (5,737)
b) other administrative expenses 0 (52,131) (53,866)
LIABILITIES 11 Depreciation, additions and utilisation of provisions and adjustments to 12,13 (2,187) (2,061)
4 Other liabilities 16 142,698 122,796 13 Write-offs, additions and use of adjustments (81) (79)
6 Provisions Y 134417 142354 17 Additions and use of other provisions 0 7937 (41,065)
©) other 134417 142,354 19 Current year profit (loss) from ordinary activities before tax 0 87,114 35,824
8 Registered capital 18 50,100 50,100 23 Income tax 21 15,903 (8,234)
of which: ) paid-up registered capital 0 50,100 50,100 24 Net profit (loss) for the period 0 71,211 44,058
10 Reserve funds and other funds from profit 0 141,884 141,884
of which: ) statutory reserve funds and risk funds 0 141,884 141,884
12 Capital funds 0 470,261 549,900
13 Revaluation gains (losses) 19 5,695 STAT E M E N T O F C HAN G E S I N EQU I TY
of which: @) on assets and liabilities 0 5,695
14 Retained profits (or accumulated losses) 0 174,769 130,711
15 Profit (loss) for the accounting period 20 71211 44,058 FO R T H E YEAR E N D E D 31 D EC E M B E R 201 8
TOTAL LIABILITIES 1,191,035 1,181,803
(Translated from the Czech original)
OFF-BALANCE SHEET ITEMS
Off-balance sheet assets
4 Receivables from fixed term transactions 20 256,406 80,165
OFF-BALANCE SHEET LIABILITIES
12 Liabilities from fixed term transactions 20 (255,911) 80,451 Balance at 1/1/2017 300,000 141,884 300,000 . 58,548 72,163 872,595
15 Values taken under management 21 47,557,926 43,483,494 Net profit (loss) for the period - . . 14058 14058
Reduction in registered capital (249,900) 249,900 - -
Other changes - - 72,163 (72,163)
Balance at 31/12/2017 50,100 141,884 549,900 - 130,711 44,058 916,653
Zustatek k 1.1.2018 50,100 141,884 549,900 - 130,711 44,058 916,653
FX gains (losses) and revaluation gains - - 5,695 - - 5,695
(losses) not included in profit or loss - - - 71,211 71211
Utilisation of funds - (79,639) - - (79,639)
Other changes - - 44,058 (44,058)
Balance at 31/12/2018 50,100 141,884 470,261 5,695 174,769 71,211 913,920
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NOTES TO THE FINANCIAL
STATEMENTS 2018

1. GENERAL INFORMATION
(a) Description of the Company

Establishment and description of the Company

Allianz penzijni spole¢nost, a.s. (“the Company”) was registered
on 1 January 2013 by a transformation of Allianz penzijni fond, a.s.
pursuant to Act No. 427/2011 Coll., on Supplementary Pension
Savings. Based on a decision of the Czech National Bank ref. no.
2012/10254/570, dated 24 October 2012, the Company was
granted a licence to operate as a pension company. The decision
took effect on 26 October 2012.

As at 31 December 2018, the Company’s sole shareholder was
Allianz pojistovna, a.s.

Transformation process

In accordance with Act No.427/2011 Coll., on Supplementary Pen-
sion Savings, the Company prepared a transformation project that
was approved by the Czech National Bank on 24 October 2012.
Based on the project, the pension fund Allianz penzijni fond, a.s.
was dissolved as at 31 December 2012. As at 1 January 2013,
the pension company Allianz penzijni spole¢nost, a.s. and the trans-
formed fund Allianz transformovany fond, Allianz penzijni spolec-
nost, a.s. (“the Transformed Fund”) were registered.

Principal activities of the Company:

a) Accumulation of contributions from participants in supplemen-
tary pension insurance and support provided by the state in re-
spect of the participants and administration of the
contributions pursuant to Act No. 42/1994 Coll.,

b) Accumulation of participants’ contributions, employers’ contri-
butions and state contributions pursuant to Act No. 427/2011
Coll., on Supplementary Pension Savings, to be placed in par-
ticipation funds, management of assets in participation funds
and payment of supplementary pension savings benefits.

The Company operates exclusively in the Czech Republic.

Company name and registered office
Allianz penzijni spolec¢nost, a.s.

Ke Stvanici 656/3

186 00 Prague 8

Czech Republic

Identification number
256 12 603
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Members of the board of directors and supervisory board as at
31 December 2018

Members

of the board of directors

Ing. Dusan Quis. (chairman)

Ing. Sonia Mihaylova Slavtcheva, MBA
Mgr. Josef Lukések

Ing. Petr Hrbdcek

Members

of the supervisory board
Kay Miiller (chairman)
Ing. Tomds Lain

Changes in the Commercial Registeru

In 2018, Allianz penzijni spoleénost, a.s. changed as follows:

- Since 1 March 2018 Alexander Hollamnn is a member of the
board of directors of the Company.

- The membership of RNDr. Jakub Strnad Ph.D. in the board of
directors was terminated on 14 May 2018

- Since 14 May 2018 Ing. Dusan Quis is a member and chairman
of the board of directors of the Company

- The membership of Martin Wricke in the supervisory board was
created on 1 January 2018.

- The membership of JUDr. Ludvik Bohman in the supervisory
board was terminated on 30 September

Depositary

Depositary services are rendered by UniCredit Bank Czech Repu-
blic and Slovakia, a.s., identification number (ICO) 649 48 242, with
its registered office at Zeletavskd 1525/1, 140 92 Prague 4 - Michle
(“the Depositary”), on the basis of a depositary agreement dated
13 December 2013.

Managed funds

Allianz penzijni spoleénost a.s. manages clients’ contributions in

the following funds:

- Participation funds - supplementary pension savings (new
third pillar)

- Transformed Fund — supplementary pension insurance (existing
third pillar)

Supplementary pension savings (new third pillar)
— Obligatory conservative participation fund

— Balanced participation fund

— Dynamic participation fund

Transformed Fund (existing third pillar)
Allianz transformed fund

The consolidated financial statements for the group of accounting
entities, to which the Company belongs as a consolidated accoun-
ting entity, are prepared by Allianz SE, with its registered office
in Munich, Germany.
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Organisational structure as

at 31 December 2018

RESORT CEO RESORT CFO RESORT COO RESORT CSO RESORT CPO
DUSAN QuUIS SONIA SLAVTCHEVA  ALEXANDER HOLLMANN PETR HRBACEK JOSEF LUKASEK
PRAVNI CONTROLLING IT EXTERNI DISTRIBUCNI BUSINESS ANALYZA
Zdenék Chudoba Tomas Lain Jifi Zahalka KANALY Martina Markova
Vitézslav Havlis
COMPLIANCE RIiZENi RIZIK CALL CENTRUM CENTRALNiI
Kamila Simonova PODPORA OBCHODU
Petr Hampejs
. INVESTICE A TREASURY PRAVA POJISTENI ALLIANZ AKADEMIE
INTERNi AUDIT sre v ° o=

. L. Petr Podolka - ZIVOTA, PENZE David Jeémenka

Jitka Kazimirova . .

Darina Kocsisova

PECE A ROZVOJ DANE PMO A DIGITALIZACE

ZAMESTNANCU Jan Andrijko

Eva Koubikova

MARKET UCETNICTVi
MANAGEMENT Anna Svehlova

Martin Dolansky

PLATBY KLIENTU
Milada Studend

PROCUREMENT
& FACILITIES
Sandra Tomaskova
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(b) Basis of preparation of the financial statements

The financial statements have been prepared on the basis of

accounts maintained in accordance with:

— Act No. 563/1991, on Accounting, as amended,

— Regulation No. 501/2002 issued by the Ministry of Finance,
as amended,

— Czech accounting standards for financial institutions, issued
by the Ministry of Finance.

The financial statements have been prepared under the historical
cost convention on the basis of full accrual accounting, except for
selected financial instruments that are stated at fair value.

The financial statements are based on the assumption that the
entity will continue as a going concern and that there is no circum-
stance that would restrict or prevent the entity’s ability to continue
as a going concern in the foreseeable future.

Unless otherwise indicated, all amounts are shown in thousands
of Czech crowns (TCZK).

These financial statements are non-consolidated.

2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies adopted in the preparation of the
Company’s financial statements are set out below:

(a) Transaction date

Depending on the transaction type, the transaction date is gene-

rally defined as:

— the date of payment or collection of cash,

— the date of purchase or sale of foreign currency or securities,

— the date of executing a payment,

— the date on which (foreign currency) funds are credited, as sta-
ted in an account statement,

— the trade and settlement date for spot transactions, i.e. purcha-
ses or sales of financial instruments or commodities where the
period between concluding and settling the transaction does
not exceed two days,

— The trade and settlement date for derivatives transactions.

The entity has determined that spot transactions (i.e. accounting
transactions involving purchase and sale of financial assets with
a usual term of delivery) are recorded directly in an appropriate
asset or liability account on the trade date.
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The Company derecognises a financial asset or part thereof from
the balance sheet if it loses control of the contractual rights to the
financial asset or part thereof. The Company loses this control if it
exercises the rights to the benefits defined in a contract, or if such
rights expire or are waived by the fund.

When a financial liability or part thereof ceases to exist (e.g. the
obligation specified in a contract is discharged or cancelled or ex-
pires), the entity will no longer recognise the financial liability or
part thereof in the balance sheet. The difference between the car-
rying amount of a liability (or part thereof) that ceased to exist or
was transferred to another party and the consideration paid is re-
cognised in profit or loss.

(b) Receivables and adjustments

Receivables are recognised at nominal value less adjustments
(if any). Unrecoverable receivables are written off, once bankruptcy
proceedings regarding a debtor are over or if it is not probable that
they will be recovered.

The Company establishes adjustments for doubtful receivables
based on an analysis of the credit status of customers and the
ageing structure of receivables.

Adjustments established are recognised as an expense; their utilisa-
tion is recognised, together with expenses or losses associated with
a reduction of assets in the income statement. The release of adjust-
ments no longer considered necessary is recognised in income.

Adjustments for assets maintained in foreign currencies are esta-
blished in the relevant currency.

(c) Deferred acquisition costs

The Company records bonuses paid in prepaid expenses. These

bonuses are accrued as follows:

— Supplementary pension insurance (third pillar funds except
for the Transformed fund) — over the validity of the relevant
contract, up to a period of 5 years

— Transformed Fund (based on an analysis of the Fund partici-
pants’ behaviour) - over the duration of the relevant contract,
up to a period of 14 years.

As at the balance sheet date, the Company assesses whether the
deferred acquisition costs incurred in connection with supplemen-
tary pension insurance and supplementary pension savings con-
tracts are impaired. The goal of the impairment test is to identify
whether the tested asset was impaired or whether the Company is
able to cover these assets from the revenues relating to these as-
sets. If the test shows that the tested asset is impaired, the corre-
sponding part is charged to expenses as fees and commissions.
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(d) Establishment of provisions

A provision represents a probable cash outflow of uncertain timing
or amount. A provision is recognised as an expense amounting
to the best estimate of the outflow of resources required to settle
a present obligation.

A provision is recognised if the following criteria are met:

a) a present obligation (legal or constructive) exists as a result of
a past event,

b) itis probable or certain that an outflow of economic benefits
will be required to settle the obligation (“probable” means
a probability exceeding 50%),

c) the amount of the obligation can be estimated reliably.

A provision for bonuses is established to cover the cost of bonuses
provided in accordance with the conditions for awarding a bonus
in respect of certain contracts.

A provision for guaranteed investment contracts is established to
cover the cost of guarantees provided to participants who are gu-
aranteed a share of revenues under their pension plans.

The Company presents a change in the balance of the provision in
the income statement under “Creation and use of other provisions”.

(e) Tangible and intangible fixed assets

Tangible and intangible fixed assets are stated at historical cost and are
depreciated on a straight-line basis over their estimated useful lives.

The depreciation period for each category of tangible and
intangible fixed assets is as follows:

Machinery and equipment 3 years
Software 3 years

Intangible fixed assets costing less than TCZK 60 and tangible
fixed assets costing less than TCZK 40 with a useful life of less than
one year are charged to the income statement in the period in
which they are acquired.

(f) Foreign currency translation

Transactions denominated in foreign currencies are recorded in the
local currency at the Czech National Bank official rate prevailing
on the transaction date.

(g) Derivatives

A derivative is a financial instrument that meets the following

conditions:

a) its fair value changes in response to the change in a specified
interest rate, price of a security, commodity price, foreign ex-
change rate, price index, credit rating or credit index, or other va-
riable (“underlying asset”),

b) it requires a small or no initial net investment, compared with
other types of contract based on a similar response to changes
in market factors,
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c) itissettled at a future date, with the period from the trade date
to the settlement date exceeding that of a spot transaction.

Derivatives are recognised in the balance sheet at fair value. Positive
fair values of derivatives are recognised in assets under “Other as-
sets”. Negative fair values of derivatives are recognised in liabilities
under “Other liabilities”.

The fair value of financial derivatives is the present value of expected
cash flows from these transactions, determined using valuation mo-
dels generally accepted on the market which use parameters ascer-
tained on the active market, such as foreign exchange rates, interest
rates applicable to relevant maturities based on a yield curve, etc.

In the off-balance sheet, derivatives are recorded at the non-discoun-
ted contractual value of the underlying instrument under “Receiva-
bles from fixed term transactions”, “Receivables from options”,
“Liabilities from fixed term transactions” and “Liabilities from options”.

Trading derivatives

Derivatives held for trading are recognised in the balance sheet at fair
value. Gains and losses from changes in fair value are recorded in the
income statement under “Gain or loss from financial operations”.

Hedging derivatives
The Company does not use hedge accounting and therefore does
not account for hedge derivatives.

(h) Taxation

Current tax

Non-tax deductible expenses are added to, and non-taxable in-
come is deducted from, the profit for the period before tax to arrive
at the taxable income, which is further adjusted for tax allowances
and relevant credits.

Deferred tax

Deferred tax is based on all temporary differences between the
carrying and tax value of assets and liabilities using the income tax
rate expected to be valid for the next period. A deferred tax asset
is recognised only if the future taxable profits will be probably ava-
ilable against which this asset can be utilised.

(i) Capital requirements

The amount of assets in transformed fund must be equal or higher
than amount of liabilities in transformed fund. If the value of assets
is not sufficient to cover the liabilities, the Company is according
to §187 Act No. 427/2011 Coll. on Supplementary pension savings
required to transfer the assets to transformed fund. This asset is
accounted against Equity funds in compliance with the Statutes
of the Company.

29



B — Notes to the financial statements 2018, Allianz penzijni spole¢nost, a.s.

(j) Investments

At the acquisition date securities are stated at acquisition cost. Ac-
quisition cos tis the amount for which a security has been acquired
and includes expenses directly associated with the acquisition.
Securities are revalued at their fair value as at the balance sheet
date. Securities are recognised in assets of the Company.

Fair value means the price published by a domestic or foreign stock
exchange or other public (organised) market. The Company ap-
plies the most recent published market price as at the date of the
financial statements (balance sheet date). If no market value is
available or if it does not sufficiently represent the fair value, the
fair value is determined with the help of a qualified estimate or if
appropriate based on generally accepted valuation models if these
generate an acceptable market value estimate.A change in the fair
value of securities is recognised in the income statement.

Where securities are denominated in a foreign currency, their value
is translated using the current exchange rate published by the
Czech National Bank (“CNB”). The appropriate exchange rate dif-
ference is included in the fair value.

(k) Reverse repurchase agreements

As at the acquisition date and as at the balance sheet date, reverse
repurchase agreements with financial institutions are stated at acqui-
sition cost increased or decreased by interest income or interest
expense, similarly as deposits. Hedging securities (collaterals) are
recorded in off-balance sheet accounts at fair value. In the notes to
the financial statements, the book value of these reverse repurchase
agreements is considered to be their fair value.

(1) Capital requirements

The amount of assets in transformed fund must be equal or higher
than amount of liabilities in transformed fund. If the value of assets
is not sufficient to cover the liabilities, the Company is according to
§187 Act No. 427/2011 Coll. on Supplementary pension savings
required to transfer the assets to transformed fund. This asset is
accounted against Equity funds in compliance with the Statutes of
the Company.

(m) Changes in accounting policies and corrections of prior period
errors
Corrections to prior period expenses or income are recognised as

current period expenses or income, with the exception of correcti-
ons of material errors relating to prior periods.
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Corrections of material errors in the recognition of prior period
income or expenses and changes in accounting policies are recog-
nised under “Retained profits (or accumulated losses)” in the Com-
pany’s balance sheet.

From 1 January 2018 to 31 December 2018 the Company did not
make any changes in accounting policies nor correction of prior
period errors.

(n) Financial instruments — market risk

The Company is exposed to market risks arising from the open po-
sitions of transactions involving interest rate and currency instru-
ments that are sensitive to changes in financial market conditions.

Risk management

In managing risks, the Company considers all significant risks and
risk factors to which the pension company or the funds managed
by the Company are or might be exposed to. Risk management
considers both internal and external factors including the future
business strategy for the pension company and the funds managed
by the Company, impacts of the economic environment and the
cycle and impacts of the regulatory environment. Risk manage-
ment considers both quantitative and qualitative aspects of risks,
realistic options for their management and expenses and income
related to risk management.

Liquidity risk

Liquidity risk includes both the risk that the Company is unable to
finance its assets using instruments with appropriate maturity and
the risk that the Company is unable to dispose of its assets for the
appropriate price within the appropriate time period

Interest rate risk

The Company is exposed to interest rate risk due to the impact of
up-to-date market interest rate fluctuations. The fair value and in-
vestment return may both grow or decrease because of these fluc-
tuations.

Currency risk

The Company is exposed to currency risk through transactions in
foreign currencies and through its assets and liabilities denomina-
ted in foreign currencies. As the currency in which the Company pre-
sents its financial statements is the Czech crown (CZK), movements
in the exchange rates between these currencies and CZK affect the
Company’s financial statements.
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3. NET INTEREST INCOME 6. GAIN OR LOSS FROM FINANCIAL TRANSACTIONS
TCZK 2018 2017 TCZK 2018 2017
Interest income and similar income 85 135 Foreign exchange gain/(loss) 2,707 (195)
Interest on repo 3,533 Revaluation of derivatives (2,252) (498)
TOTAL 3,618 135 TOTAL 455 (693)

Interest expense and similar expense

TOTAL - - 7. GEOGRAPHIC SEGMENTATION OF REVENUES
Net interest income 3,618 135 TCZK CR EU Non-EU Total
2018
Share income 4431 - 4431
4. SHARE INCOME Interest income and similar income 3,618 3,618
Interest from fees and provision 387,488 387,488
TCZK 2018 2017 Gain or loss from financial operations 2,707 (2,252) - 455
Dividends - shares 4431 Total 393,813 2,179 - 39599
TOTAL 4,431 - 2017
Interest income and similar income 135 135
Interest from fees and provision 349,538 7 - 349,545
5. FEE AND COMMISSION INCOME AND EXPENSE Gain or loss from financial operations (195) (498) - (693)
TOTAL (349,478) (491) - 348,987
TCZK 2018 2017
Fee and commission income from
management of funds’ assets 354,210 327,096 8. ADMINISTRATIVE EXPENSES
appreciation of funds’ assets 31,987 19,072
other revenue from portfolio of funds 945 1,255 TCZK 2018 2017
one-off fees from participants 346 2,122 Wages and salaries paid to: 25,028 17,934
TOTAL 387,488 349,545 Members of board of directors 105 120
Employees 12,806 11,977
Fee and commission expense from Other executives 12117 5837
commissions to intermediaries 69,780 74,390 Social and health insurance 8,159 5737
fees to the depositary 2,732 6,509 Other employee expenses 964 820
fees from securities transactions and to the bank 14,451 9,001 Employee expenses 34,151 24,491
other 141,105 101,611
TOTAL 228,068 191,51 Information technology 7330 8,691
Rent and related expenses 1210 1,230
The item “Other” includes the balance of expenses as at 31 Decem- Advertising and marketing (54)
ber 2018 (2017) incurred by the pension company in relation to  Audit, legal and tax advisory 1,889 1758
returns under guaranteed investment contracts of participants of ~ Other 41,702 42,241
the Allianz transformed fund for 2017 (2016), who are guaranteed  Other administrative expenses 52,131 53,866
a share of revenues under their pension plans.
Total 86,282 78,357

As at the balance sheet date, a provision is established for this
guaranteed appreciation for the current period (see note 17).
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The item “Other” in other administrative expenses relates primarily
to re-invoiced outsourcing expenses of TCZK 35,628 (2017: TCZK
28,069) regarding supplementary pension insurance contracts
concluded in 2018.

In 2018, members of statutory and supervisory bodies received re-
muneration totalling TCZK 3,208 (2017: TCZK 1 210).

In 2018, the Company did not present any receivables from mem-
bers of the board of directors or the supervisory board relating to

granted loans or advances paid.

The item “Audit, legal and tax advisory” primarily includes expen-
ses incurred in connection with audit services provided by

The average number of the Company’s employees was as follows:

11. SHARES AND PARTICIPATION CERTIFICATES

(a) Classification of the shares
and participation certificates

TCZK 2018 2017
Available for sale 263,226
TOTAL 263,226 -

(b) Analysis of the investments available for sale

TCZK 2018 2017
Issued by non-financial institutions

- Listed elsewhere 263,226

CELKEM 263,226 -

12. INTANGIBLE FIXED ASSETS

2018 2017
;::ZZ?:Zf e boord of dreciors 2? 2 Movements in intangible fixed assets
Members of the supervisory board 4 4 TCZK Software Total
Other executives 3 3 Cost
At 31 December 2017 41,177 41,177
Additions 2,526 2,526
9. TRANSACTIONS WITH RELATED PARTIES Disposals
TCZK 31.12.2018 31.12.2017 AT 31 DECEMBER 2018 43,703 43,703
Receivables Accumulated amortisation and adjustments
management of funds’ assets 24,752 22,737 At 31 December 2017 38,100 38,100
appreciation of funds’ assets 31,987 19,072 Regular amortisation charge 2,188 2,188
sale of services - 39 Disposals
Payables At 31 December 2018 40,288 40,288
relating to service purchases 648 7,260 Net book value
derivatives 2915 498 At 31 December 2017 3,077 3,078
TcZK 2018 2017 At 31 December 2018 3,415 3,415
Income
from management of funds' assets 354,210 327,096 13. TANGIBLE FIXED ASSETS
from appreciation of funds’ assets 31,987 19,072
from derivatives 2,252 498 Movements in tangible fixed assets
Expenses
Service purchases 39,487 31,784 Fixtures  Machinery Tangible assets
and and under
TCZK 2018 2017 TCZK fittings  equipment construction Total
Off-balance sheet assets Cost
Receivables from fixed term transactions 256,406 80,165 At 31 December 2017 78 4308 4 439
Off-balance sheet liabilities Additions
Liabilities from fixed term transactions 255,911 80,451 Disposals
Values taken under management 47,557,926 43,483,494 At 31 December 2018 78 4,308 4 439
Accumulated depreciation
10. RECEIVABLES FROM BANKS AND CREDIT UNIONS At31 December 2017 6 4308 - 4312
Regular depreciation charge
TCZK 31.12.2018 31.12.2017 Disposals
Current accounts at banks 144,169 626,725 At 31 December 2018 6 4308 ) 4372
Term deposits - 20,488 Net book value
Repo purchases 369893 At 31 December 2017 15 = 4 18
USILE SLEIL 8712 At 31 December 2018 15 - 4 18
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14. OTHER ASSETS

TCZK 31.12.2018 31.12.2017
Trade receivables and receivables due from employees 66 103
Receivables due to state - 8,234
Receivable from securities trading 1,269 80,208
Positive volue derivates 110

Estimated receivables 56,739 41,809
TOTAL 58,184 130,354

The receivable from securities trading represents the purchase of
an investment fund which will be settled after having published the
net asset value ("NAV").

Estimated receivables comprise fees for management and appre-
ciation of funds’ assets for 2018.

Deferred tax was previously recognized in respect of the applicable
tax loss of the Company, both the tax loss incurred previous activi-
ties of Allianz penzijni fond, a. s loss. Since the 2018 tax period
is the last in whichtax losses could not be applied, there was no
deferred tax Companies for subsequent periods recognized.

15. PREPAID EXPENSES AND ACCRUED INCOME

TCZK 31.12.2018 31.12.2017
Deferred commissions 352,088 401,118
Other 40 22
TOTAL 352,128 401,140

Deferred commissions totalling 352,088 TCZK (2017: TCZK
401,118) relate to deferred acquisition cost of retirement savings
contracts, supplementary pension savings contracts and supple-
mentary pension insurance contracts.

16. OTHER LIABILITIES
TCZK 31.12.2018 31.12.2017
Trade payables 108,831 102,864
Payables due to employees 1,042 1,080
Payables due to state 11,918 4,263
Social security liabilities 610 612
Negative value of derivatives 2,915 498
Estimated payables 17,382 13,479
TOTAL 142,698 122,796
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Trade payables

As at 31 December 2018, trade payables included payables to inter-
mediaries related to unpaid commissions held as deposits in the
amount of TCZK 18,343 (31 December 2017: TCZK 19 097), payables
related to unpaid benefits to clients of TCZK 65,773 (31 December
2017: TCZK 57 714) and other payables of TCZK 18,775 (31 Decem-
ber2017: TCZK 15 205) to participants as a result of unmatched pay-
ments as at 31 December 2018 and other trade payables of TCZK
5,940 (31 December 2017: TCZK 10 848).

Social security and health insurance liabilities

Social security and health insurance liabilities totalled TCZK 610
as at 31 December 2018 (31 December 2017: TCZK 612). None of
these liabilities were overdue.

Estimated payables

As at 31 December 2018, estimated payables primarily consisted
of estimated payables relating to depositary services and opera-
ting expense of TCZK 11,620 (31 December 2017: TCZK 9 475), and
annual bonuses to employees including social and health insu-
rance of TCZK 5,762 (31 December 2017: TCZK 3 904).

17. PROVISIONS

Value of Value of

provisions provisions

TCZK at 31.12.2017 Addition Utilisation at 31.12.2018

Provision for bonuses 3,001 - 2,867 134
Provision for guaranteed

investment contracts 139,353 134,283 139,353 134,283

TOTAL 142,354 134,283 142,220 134,417

The Company establishes provisions for bonuses and guaranteed
return in accordance with the methods described in note 2 (d).

33



B — Notes to the financial statements 2018, Allianz penzijni spole¢nost, a.s.

18. SHARE CAPITAL

The Company's share capital as at 31 December 2018 was CZK
50,100 thousand. CZK (as at 31 December 2017: CZK 50,100 thou-
sand). The capital was formed 300 registered shares in the nominal
value of 167 ths. CZK (as at 31 December 2017: CZK 167 thousand).

Shareholders of the Company as at 31 December 2018:

b) Deferred tax asset

In accordance with the accounting policies described in note 2(h),
the Company recorded a deferred tax asset of TCZK 8,234which
relates to the unutilised tax loss of TCZK (as at 31 December 2017:
TCZK 43,335). As at 31 December 2018, the Company did not ac-
count for a deferred tax asset as it did not expect that it would be
utilised.

Relationship Number Share in
Registered to the of shares registered
Name office Company (in pieces)  capital (in %) 22. RECEIVABLES AND LIABILITIES FROM FIXED TERM
Allianz pojistovna, a.s. Czech Controlling 300 100 TRANSACTIONS
Republic entity
TOTAL 300 100 (b) Nominal and fair values of fixed term transactions
The share in registered capital specified in the above table is equal 31.12.2018
to the share of voting rights. Off-balance sheet items
TCZK Receivables Liabilities Fair value
Trading instruments
19. REVALUATION DIFFERENCES Forward exchange contracts 256 406 (255 911) (2 805)
TOTAL 256 406 (255 911) (2 805)
TCZK Available for sale investments Total
Balance as at 31 December 2017 31.12.2017
Decrease / Increase 5,695 5,695 Off-balance sheet items
BALANCE AS AT 31 DECEMBER 2018 5,695 5,695 TCZK Receivables Liabilities Fair value
Trading instruments
Forward exchange contracts 80 165 (80 451) (498)
20. PROPOSED PROFIT DISTRIBUTION TOTAL 80165 (80451) (498)

As at the balance sheet date, the Company’s board of directors had
not decided on the distribution of profit for the year ended 31 De-
cember 2018, amounting to TCZK 71,211.

21. INCOME TAX AND DEFERRED TAX ASSET

a) Current tax for the current period

TCZK 2018 2017
Current period profit (loss) before tax 87,713 35,824
Non-taxable income (7,796)

Non-tax deductible expenses 140,948 42,286
Other items (136,567)

Subtotal 83,698 78,110
Utilisation of prior period tax loss (43,335) (78,110)

Income tax calculated using a tax rate of 19% 7,669 -

For the year ended 31 December 2018, the Company did not
recognise current tax, as the prior period tax loss has been utilised
in respect of Allianz penzijni fond, a.s.
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The above off-balance sheet receivables and liabilities are stated
at nominal non-discounted values.

All of the above financial instruments were negotiated on the
interbank market (OTC).

Annual Report 2018 | Allianz penzijni spole¢nost, a.s.

B — Notes to the financial statements 2018, Allianz penzijni spole¢nost, a.s.

(c) Residual maturity of fixed term transactions

The nominal values of the individual types of financial derivatives
are allocated to their residual maturity as follows:

Up to 3 months 1 year Over Not
TCZK 3 months to 1 year to 5 years 5 years specified Total
At 31 December 2018
Trading instruments
Forward exchange contracts (receivables) 256,406 255,406
Forward exchange contracts (liabilities) (255,911) (255,911)
At 31 December 2017
Trading instruments
Forward exchange contracts (receivables) 80,165 80,165
Forward exchange contracts (liabilities) (80,451) (80,451)
23. ASSETS UNDER MANAGEMENT

TCZK 31.12.2018 31.12.2017
Value of managed assets in pension
/participation/transformed funds

participation funds 2,409,072 1,587,009

transformed fund 45,148,854 41,896,485
TOTAL 47,557,926 43,483,494

24. RESIDUAL MATURITY OF THE ASSETS AND LIABILITIES
Up to 3 months 1 year Over Not

TCZK 3 months to 1year to 5 years 5 years specified Total
At 31 December 2018
Cash in hand and balances with CB 3 3
Receivables from banks 514,061 514,061
Tangible and intangible fixed assets 263,226 263,226
Other assets 3433 3433
Prepaid expenses and accrued income 58,074 110 58,184
Costs and renevues next period 352 128 352 128
TOTAL 572,135 110 - 618,790 1,191,035
Other liabilities 125316 17,382 142,698
Provisions 134417 134417
Equity 913,920 913,920
TOTAL 125,316 151,799 - - 919,305 1,191,035
Gap 446 819 (151,689) - (295,130) -
Cumulative gap 446,819 295,130 -
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Up to 3 months 1 year Over Not

TCZK 3 months to 1 year to 5 years 5 years specified Total
At 31 December 2017

Cash in hand and balances with CB 3 3
Receivables from banks 647,212 647,212
Tangible and intangible fixed assets 3,094 3,094
Other assets 122,017 8,337 130,354
Prepaid expenses and accrued income 401,140 401,140
TOTAL 769,229 8,337 - - 404,237 1,181,803
Other liabilities 108,819 13,479 498 122,796
Provisions 142,354 142,354
Equity 916,653 916,653
TOTAL 108,819 155,833 498 - 916,653 1,181,803
Gap 660,410 (147,496) (498) (512,416) -
Cumulative gap 660,410 512,914 512,416 - -

The above tables show the residual maturity of the carrying
amounts of the individual financial instruments, not the total cash
flows generated by these instruments.

25. CURRENCY RISK

TCZK EUR usb CZK Total
As at 31 December 2018

Cash in hand and balances with CB 3 3
Receivables from banks 3,849 510,212 514,061
Tangible and intangible fixed assets 263,226 263,226
Other assets 3,433 3433
Prepaid expenses and accrued income 58,184 58,184
Cash in hand and balances with CB 352,128 352,128
TOTAL 267,075 - 923,960 1,191,035
Other liabilities 142,698 142,698
Provisions 134,417 134,417
Equity 913,920 913,920
TOTAL - - 1,191,035 1,191,035
Net 267,075 - (267,075) -

As at 31 December 2017, all assets and liabilities of the Company
were denominated in CZK, therefore the Company was not expo-

sed to currency risk in the period.
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26. ADDITIONAL INFORMATION

Number of pension and supplementary pension savings partici-
pants

As at the balance sheet date the number of participants of pension
savings resulted to amount of 400 053 (2017: 416 141), number of par-
ticipants of supplementary pension savings 64 427 (2017: 49 326).

Number and amount of benefits paid

Benefits paid to the participants 2018 2017
Number of contracts 36,661 39,190
Total amount of benefits paid 2,165,966 1,837,440

Appreciation of contributions of participants

Information about appreciation of contributions in managed funds
is disclosed in Notes to the Financial Statements of respective
funds.
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27. TRANSACTIONS NOT DISCLOSED IN THE BALANCE SHEET
As at 31 December 2018, the Company was not involved in any
legal dispute, the outcome of which would have a material impact

on the Company's financial results or the funds managed.

At the balance sheet date, the Transformed fund's financial position
does not require the subsidy from Company’s capital funds.

As at the balance sheet date, the Company did not have any tran-
sactions not disclosed in the balance sheet.
28. MATERIAL SUBSEQUENT EVENTS

The membership of Ing. Sonia Mihaylova Slavtcheva, MBA in the
board of directors terminates on 31 March 2019.,

The Company’s management is not aware of any events that have

occurred and that would require an adjustment of the financial sta-
tements as at 31 December 2018.

Date of preparation 29 March 2019
Stamp and signature of statutory representative:

Person responsible for accounting
Ing. Anna Svehlovd

(IR

Person responsible for financial statements
Ing. Anna Svehlové

ol e,

Name and signature:
Ing. Dusan Quis

Name arid signature:
Ing. Sonia Mihaylova
Slavtcheva, MBA
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REPORT ON RELATIONS

This report on relations between related parties, i.e. on business relations to the controlling party,
controlled parties and other related parties, is presented based on the obligation stipulated by Act No.
90/2012 Coll. on Commercial Corporations. These parties are members of Allianz Group. Allianz penzijni
spolec¢nost, a.s. did not enter into any controlling agreement or transfer of profit agreement during

the accounting period of 2018 or previous accounting periods.

Below are listed those companies, with which Allianz penzijni spo-
le¢nost, a. s. maintains material business relationships.

SUMMARY

Controlling party

— Allianz pojistovna, a. s., corporate ID No. 47115971, seated in
Prague;

—Allianz New Europe Holding GmbH, seated at Hietzinger Kai 101-
105, 1130 Viennaq, Austria, is the direct and sole shareholder of
Allianz pojistovna, a. s. exercising influence over Allianz pojis-
tovna, a. s. by exercising shareholder rights.

— Allianz Holding eins GmbH, seated in Vienna, Austria

— Allianz SE, seated at Koniginstrasse 28, 80802 Munich, Germany,
is the ultimate controlling legal entity.

Other related parties

— Allianz kontakt, s. r. 0., seated in Prague

— Allianz nadaéni fond, seated in Prague

— Diamond Point, a. s., seated in Prague

- Allianz - Slovenska poistoviiag, a. s., seated in Bratislava, Slovakia

—ABS SPV, spol. sr. o. v likviddcii, seated in Bratislava, Slovakia

— Mondial Assistance s. r. 0., seated in Prague

— Allianz Lebensversicherungs-AG, seated in Stuttgart, Germany

— AWP P&C Ceska republika - branch of foreign legal entity AWP
P&C, SA 93400 Saint-Ouen, 7, Rue Dora Maar, France

—Allianz Global Corporate & Specialty SE, seated in Munich, Germany

— Euler Hermes Services Ceskd republika, s. . o.

— Euler Hermes SA, organization branch

— Allianz Managed Operations & Services SE, seated in Munich,
Germany

— Allianz Technology SE, organization branch

— Allianz Global Investors Advisory GmbH, seated in Frankfurt am
Main, Germany

— Allianz Deutschland AG, seated in Munich, Germany

— Allianz Global Investors Europe GmbH, seated in Frankfurt am
Main, Germany
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—Allianz Global Investors Luxembourg S.A., seated in Luxembourg
— PIMCO Europe Ltd., seated in London, United Kingdom

— PIMCO Global Advisors (Ireland) Limited, seated in Dublin, Ireland
— Allianz Hungdria Biztosit6 Zrt., seated in Budapest, Hungary

— Allianz Suisse Versicherungs-gesellschaft-AG

- Allianz Investment Management SE, seated in Munich, Germany
— Allianz Real Estate GmbH, seated in Munich, Germany.

RELATIONS TO THE CONTROLLING PARTY

Allianz penzijni spolecnost, a.s. offers pension products in the Czech
Republic.

Allianz pojistovnaq, a. s.

Allianz penzijni spolecnost, a. s. is a 100% subsidiary of Allianz po-
jistovna, a. s. Allianz penzijni spole¢nost, a. s. and Allianz pojis-
tovna, a. s. closely cooperate and coordinate their business
activities with each other. In 1995, the two companies signed an
agreement on cooperation in the sale of supplementary pension
schemes by the sales representatives of Allianz pojistovna, a. s.

In 2013, the companies entered into an agreement on cooperation
and personal data processing.

In 2014, a sublease contract was concluded to replace the original
sublease contract in its entirety. Also, Allianz pojistovna, a. s. and
Allianz penzijni spole¢nost, a. s. cooperate closely in the area of
management, asset management, marketing, IT, and HR services
(sales techniques training, HR development programs, parallel em-
ployment).

Effective as of 1 January 2017, an agreement on cooperation and
sharing of selected costs was concluded with Allianz pojistovna.

Allianz New Europe Holding GmbH

Allianz New Europe Holding GmbH is the parent company of Alli-
anz pojistovna, a. s., effective as of 11 May 2006.
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Allianz Holding eins GmbH

Allianz Holding eins GmbH is the parent company of Allianz New Eu-
rope Holding GmbH. On 7 April 2010, Allianz SE as the parent com-
pany of Allianz New Europe Holding GmbH transferred its share in
the subsidiary to Allianz Holding eins GmbH, a group company.

Allianz SE

Allianz SE performs tasks of the group's holding company. Allianz
penzijni spolecnost, a. s. and Allianz SE entered into a master cost
sharing and service agreement, effective as of 2016. In 2018, Alli-
anz penzijni spoleénost, a. s. and Allianz SE concluded an inter-
company agreement on the Allianz SE Employee Share Purchase
Program 2018.

RELATIONS TO OTHER RELATED PARTIES

Allianz kontakt, s. r. o.,

Allianz kontakt, s. r. 0. is a 100% subsidiary of Allianz pojistovna, a.
s. Allianz kontakt, s. r. 0. is a company acting as an intermediary of
insurance and other financial and pension products. In 2012, a
sales agency agreement in respect of offering and intermediation
of contracts on supplementary pension schemes and former pen-
sion savings was concluded between Allianz penzijni spole¢nost,
a. s. and Allianz kontakt, s. r. 0. as the investment intermediary, ef-
fective as of January 2013.

Diamond Point, a.s.

Diamond Point, a. s. is a 100% subsidiary of Allianz pojistovna, a. s. Di-
amond Point, a. s. is the owner of the real property at Ke Stvanici
656/3, where the registered office of Allianz penzijni spole¢nost, a. s.
is located. A long-term sublease relationship is agreed between Allianz
pojistovna, a.s. and Allianz penzijni spole¢nost, a. s. Allianz penzijni
spolecnost, a. s. holds securities (fixed interest bonds) in the nominal
value of CZK 220,000,000, issued by Diamond Point, a. s. in 2013.

Allianz penzijni spolec¢nost, a. s. cooperates with other related par-
ties particularly in the use of information systems and technology,
facility management, and investments. Allianz penzijni spole¢nost,
a.s. also uses instruments managed by PIMCO Global Advisors Ire-
land Ltd., an investment management company, for the placement
of its financial assets.

Allianz Technology SE

In 2017, Allianz penzijni spolecnost, a. s. and Allianz Technology SE
entered into a master IT service agreement.
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CLOSING STATEMENT OF THE BOARD OF MANAGEMENTOF
ALLIANZ PENZIJNi SPOLECNOST, A.S.

We hereby declare that the report of Allianz penzijni spole¢nost,
a.s. on relations between related parties, prepared pursuant to Sec.
82 of Act No. 90/2012 Coll. on commercial corporations for the
accounting period starting 1 January 2018 and ending 31 Decem-
ber 2018, contains all of the following, concluded or made in the
accounting period and known to us as of the date of signing this
report:

— structures of relationships between the controlling and controlled
party and between the controlled party and parties controlled
by the same party,

- contracts and agreements between the related parties,

- tasks of the controlled party,

- controlling method and means,

- overview of acts performed during the recent accounting period,

- assessment of harm incurred.

We hereby declare that we are not aware of any harm incurred by
Allianz penzijni spolecnost, a. s. from the above listed agreements,
contracts or measures. Furthermore, we declare that no disadvan-
tages arise out of the relationships between the controlling and con-
trolled party or between the controlled party and parties controlled
by the same party, and thus the existence of such relationships im-
poses no risk to the controlled party.

We hereby declare that in 2018, no acts were performed at the initi-
ative or in the interest of the controlling party or parties controlled
by the controlling party with regard to assets exceeding 10% of the
equity of Allianz penzijni spolecnost, a. s. according to the most re-
cent financial statements.

Prague, 29 March 2019

Ing. Dusan Quis / o

Chairman of the Board
of management

Ing. Sonia Mihaylova Slavtcheva, MBA
Member of the Board
of management
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ALLIANZ GROUP STRUCTURE

This overview is simplified. It focuses on major operating entities and does not contain all

entities of Allianz Group. It does not show whether a shareholding is direct or indirect.
This overview shows the status as of December 31, 2018.
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Allianz SE

Allianz Allianz
Partners S.A.S. S.p.A.
France, Saint-Ouen Italy,
Trieste

Allianz
Benelux S.A.
Belgium,
Brussels

Allianz

Nederland Groep N.V.

Netherlands,
Rotterdam

Allianz Hayat ve
Emeklilik A.S.
Turkey, Istanbul

Allianz
Sigorta A.S.
Turkey,
Istanbul

Allianz
Taiwan Life
Insurance Co. Ltd.
Taiwan, Taipei

Allianz other
Asia Pacific
(Indonesia, Thailand)

Allianz

Vie S.A.

France,
Paris la Défense

Allianz
IARD S.A.
France,
Paris la Défense

Allianz Hellas
Insurance
Company S.A.
Greece, Athens

Allianz Yasam ve
Emeklilik A.S.
Turkey,

Istanbul

Allianz MENA
(Egypt, Lebanon)

Allianz Malaysia
Berhad p.l.c.
Malaysia,
Kuala Lumpur

Allianz Compafiia
de Segurosy

Reaseguros S.A.

Spain, Barcelona

Allianz
Popular S.L.

Spain,

Madrid

Companhia de

Seguros Allianz
Portugal S.A.

Portugal, Lisbon

Allianz
Latin America
(Brazil, Argenting,
Colombia, Mexico)
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Allianz Lebens-
versicherungs-AG
Germany,
Stuttgart

Allianz
Versicherungs-AG
Germany,

Munich

Oldenburgische
Landesbank AG
Germany,
Oldenburg

Allianz Suisse
Versicherungs-
Gesellschaft AG
Switzerland, Wallisellen

Allianz Suisse
Lebensversicherungs-
Gesellschaft AG
Switzerland, Wallisellen

Allianz
pojistovna a.s.
Czech Republic,

Prague

Allianz-
Slovenskd
poist'ovna a.s.
Slovakia, Bratislava

Allianz
Private Kranken-
versicherungs-AG
Germany, Munich

Allianz
Beratungs-
und Vertriebs-AG
Germany, Munich

Allianz
Elementar
Versicherungs-AG
Austria, Vienna

Allianz
Elementar Lebens-
versicherungs-AG

Austria, Vienna

TU Allianz
Polska S.A.
Poland,
Warsaw

Allianz
Hungdria
Biztosito Zrt.
Hungary, Budapest

Allianz
other CEE
(Croatia, Bulgaria,
Romania)
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Pacific Investment
Management
Company LLC
United States,

Dover (DE)

PIMCO
Deutschland GmbH
Germany,
Munich

Allianz
Global Investors GmbH
Germany,
Frankfurt am Main

Allianz Global Investors
U.S. Holdings LLC
United States,
Dover (DE)

Allianz
Global Investors
Asia Pacific Group

Allianz Life
Insurance Company
of North America
United States,
Minneapolis (MN)

Allianz
Global Corporate
& Specialty SE
Germany, Munich

Allianz Global Risks
US Insurance
Company Corp.
United States,
Chicago (IL)

Euler Hermes
Group SA
France,
Paris la Défense

The functional divisions

Allianz
Australia Limited
Australia,
Sydney

Allianz p.L.c.
Ireland,
Dublin

Allianz
Insurance plc
United Kingdom,
Guildford

JSC Insurance
Company Allianz
Russia,
Moscow

H1 - Chairman of the Board

H2 - Finance, Controlling, Risk

H3 - Investment Management

do not have major operating entities in their

area of responsibilities and are therefore
not shown in the overview.
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C — Allianz Transformed Fund, Allianz penzijni spoleénost, a.s.

ALLIANZ TRANSFORMOVANY FOND,
ALLIANZ PENZIJNi SPOLECNOST, A.S.

In accordance with Sec. 44 of Decree No. 117/2012 Coll., on detailed regulation of activities of subscriber funds and pension funds,
Allianz penzijni spolecnost, a. s. presents its Annual Report pursuant to Sec. 42, paragraph 1 of the said Decree.

Allianz transformovany fond, Allianz penzijni spolecnosti, a.s. (hereinafter referred to as the ,transformed
fund”) was established through transformation of Allianz penzijni fond ,a.s. as of 1 January, the pension
management company separated assets and liabilities associated with supplementary pension schemes
into Aliianz transformovany fond according to Sec. 182 of the Act on supplementary pension savings.

Assets held in the transformed fund are managed by the pension
company in its name and on subscriber’s account. The assets are
not part of assets of the pension management company that
manager the fund’s assets.

A) INFORMATION ABOUT THE PENSION MANAGEMENT
COMPANY MANAGING THE FUND

Name: Allianz penzijni spole¢nost, a. s.
Registered office: Ke Stvanici 656/3, 186 00, Prague 8
E-mail and website: info@allianz.cz, www.allianz.cz
Commercial register: Municipal Court of Prague,

section B, file 4972
Corporate ID number: 256126 03
Registered capital: 50 100 000 K¢
Shareholder: Allianz pojistovna, a. s. (100 %)
Auditor: KPMG Ceskd republika Audit, s.r.o.

Allianz penzijni spole¢nost, a.s. (hereinafter referred to as ,pension
management company”) has been managing the transformed
fund since 1 January 2013. Czech National Bank approved the
Statute of Allianz transformed fund in connection with the
transformation of Allianz penzijni fond, a.s. on 24 October 2012
under reference no. 2012/10254/570.

B) INFORMATION ABOUT THE FUND’S PORTFOLIO MANAGERS
The investment manager of the transformed fund is Allianz penzijni
spolec¢nost, a.s. (hereinafter referred to as the “pension manage-
ment company”), entered in the Commercial Register maintained

by the Municipal Court of Prague, section B, file 4972.

Portfolio managers: Petr Podolka, Jifi Snobl
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C) INFORMATION ABOUT THE FUND’S DEPOSITARY
during the specified period, and about the term of its engagement

Since 3 January 2014, the sole depositary of the transformed fund
is UniCredit Bank Czech Republic and Slovakia, a.s., registered
office at: Zeletavskd 1525/1, postal code: 140 92, Prague 4- Michle,
entered in the Commercial Register maintained by the Municipal
Court of Prague, section B, file 3608, corporate ID no: 64 94 82 42
(hereinafter referred to as the “Depositary”).

D) INFORMATION ABOUT THE PARTY ENSURING CUSTODY
OR OTHER SAFEKEEPING OF THE FUND’S ASSETS,

if more than 1% of the fund’s assets are kept or otherwise held
in custody with the said party

Only the Depositary ensures custody or control over the transfor-
med fund’s assets.
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E) IDENTIFICATION OF ASSETS EXCEEDING 1% OF VALUE

OF THE FUND'S ASSETS

As of 31 December 2018, stating the total acquisition price and fair
value at the end of the specified period

ISIN

CZ0002005689
FR0013110103
IEOOBWC52L19
LU1676335794
€Z0001004105
€Z0001001317
€Z0001001796
€Z0001004253
CZ0001003834
CZ0001005375
CZ0001003859
€Z0001004477
CZ0001002851
CZ0001005243
CZ0001004113
€Z0001002471
€Z0001004469
€Z0001002547
€Z0001005037
€Z0001001945
US731011AR30
Reverzni REPO
Reverzni REPO
Reverzni REPO
Reverzni REPO

Ndzev cenného
papiru

HZL WHB var 23
BPCE var/23
PIMCOGIGCZK
UBS - Convertible
CR var/27
CR3,75/20

CR 4,20/36
CR24/25
CR1,5/19
CR2,75/29
CR2,50/28
CR0.95/30

CR 3,85/21

CR 2,00/33

CR var/20

CR 5,00/19

CR 1,00/26

CR 5.70/24
CR0.25/27
CR4,70/22
POLAND150719
PPF banka
Ceskd spofitelna
Komercni banka

Komer¢ni banka

F) INFORMATION ABOUT LITIGATIONS OR ARBITRATIONS

INVOLVING THE FUND'S ASSETS

In 2017, there were no litigations or arbitrations concerning the

transformed fund.

G) INFORMATION ABOUT THE FUND'S NET ASSETS FOR

THE LAST THREE PERIODS

31.12.2015
31122016
31122017
31122018
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NAV*
(CZK)
1707 871
1580 440
467 906
43 832

Pofizovaci cena Redlna hodnota Podil na majetku

Ména Typ (v tis. K¢) (v tis. K¢) fondu
CZKHypotecni zdstavni listy 965 868 962 518 2,13
CZK  Korporatni dluhopisy 501 000 498 543 1,10
CZK Podilové listy 640 000 572 530 127
CZK Podilové listy 492 661 462 274 1,02
CZK Statni dluhopisy 3689 088 3727145 824
CZK Statni dluhopisy 3440 909 3245731 718
CZK Statni dluhopisy 2404738 2370939 5,24
CZK Statni dluhopisy 2504 451 2275275 5,03
CZK Statni dluhopisy 1741531 1757 609 3,89
CZK Statni dluhopisy 1709753 1742 850 3,85
CZK Statni dluhopisy 1495148 1495360 331
CZK Statni dluhopisy 1485165 1492296 330
CZK Statni dluhopisy 1961 265 1830378 4,05
CZK Statni dluhopisy 1266 804 1273 864 2,82
CZK Statni dluhopisy 1124 601 1123286 2,48
CZK Statni dluhopisy 2046 513 1927329 4,26
CZK Statni dluhopisy 1176 845 1082611 239
CZK Statni dluhopisy 1872020 1752 685 3,88
CZK Statni dluhopisy 903 215 912 224 2,02
CZK Statni dluhopisy 2131005 1951 605 432
usb Statni dluhopisy 561253 471 502 1,04
CZK Penézni trh 2199323 2199323 4,86
CZK Penézni trh 1399749 1399749 3,10
CZK Penézni trh 999753 999753 2,21
CZK Penézni trh 999 580 999 580 2,21

1) INFORMATION ABOUT THE STRUCTURE OF AND CHANGES
IN THE FUND'S ASSETS

Assets (CZK thousand) 31.12.2017 31.12.2018
Receivables from banks 6353188 6200315

a) payable on demand 458 419 302 260

b) other receivables 5894769 5898 055
Debt securities 33429 920 36 695 840
Stocks, share certificates and other shares 2120375 2323041
Other assets 63709 8448
Total 41967 192 45 227 644

J) INFORMATION ABOUT CONSIDERATION PAID
TO THE DESIGNATED PENSION MANAGEMENT COMPANY
FOR MANAGING THE FUND'S ASSETS

(CZK thousand) 31.12.2017 31.12.2018
Consideration for assetmanagement 319201 341029

The consideration for managing assets of the transformed fund as
at the end of the specified period amounted to 0.8 % of the average
annual balance sheet total after deducting the costs of acquisition,
sale and holding of securities issued by the collective management
fund pursuant to Sec.60, paragraph 3) of Act no. 427/2011 Coll.
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Independent auditor’s report

English translation
Independent auditor's report

to the participants of the fund Allianz transformovany fond, Allianz penzijni
spoleénost, a.s.

Opinion

We have audited the accompanying financial statements of fund Allianz transformovany fond, Allianz penzijni
spolefnost, a.s., with its registered office at sidlem Ke Stvanici 656/3, Praha 8 (“the Fund®), prepared

in accordance with Czech accounting legislation, which comprise the balance sheet as at 31 December 2018,

the income statement for the year ended 31 December 2018 and notes to the financial statements, which include
significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 31 December 2018, and of its financial performance for the year ended 31 December 2018
in accordance with Czech accounting legislation.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Standards on Auditing of the Chamber

of Auditors of the Czech Republic. These standards consist of International Standards on Auditing (ISAs) which
may be supplemented and modified by related application guidance. Our responsibilities under those standards
are further deseribed in the Auditor's Responsibilities for the Audit of the Financial Statements section

of our report. We are independent of the Fund in accordance with the Act on Auditors and Code of Ethics

for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA)

and accepted by the Chamber of Auditors of the Czech Republic, and we have fulfilled our other ethical
responsibilities in accordance with these regulations. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our opinion.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included
in the Annual Report other than the financial statements and auditor's report thereon. The Statutory body of
Allianz penzijni spoleénost, a.s. is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit

of the financial statements, our responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the finaneial statements or our knowledge about the Fund
obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether the other
information has been prepared, in all material respects, in accordance with applicable law and regulation,

in particular, whether the other information complies with law and regulation in terms of formal requirements
and procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance
with these requirements could influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

*  The other information describing the facts that are also presented in the finaneial statements is,
in all material respects, consistent with the financial statements; and

s The other information is prepared in compliance with applicable law and regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Fund obtained
in the audit, on whether the other information contains any material misstatement of fact. Based

on the procedures we have performed on the other information obtained, we have not identified any material
misstatement of fact.

PricewaterhouseCoopers Audit, s.r.0., Huézdova 1734/2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
F: +420 251 156 111, WD, PUWC.COM/CZ
PricewaterhouseCoopers Audit, s 1o, registersd seat Hvdzdova 1724426, 140 00 Prague 4, Czech Republic, ldentification Nurmber 40765521, registered with the

Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit Companies with the Chamber of Auditars of the Czech
Republic under Licence Mo, 021
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Responsibilities of the Statutory body of Allianz penzijni spolecnost, a.s for the Financial Statements

The Statutory body of Allianz penzijni spolefnost, a.s. is responsible for the preparation and fair presentation

of the Fund’s financial statements in accordance with Czech accounting legislation and for such internal control
as the Statutory body determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Statutory body of Allianz penzijni spoleénost, a.s. is responsible

for assessing the Fund's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Statutory body either intends to liquidate
the Fund or to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the above stated requirements will always detect a material misstatement when it exists. Misstatements

can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Ag part of an audit in accordance with the above stated requirements, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls,

#  Obtain an understanding of internal controls of Allianz penzijni spoleénost, a.s. relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internal controls.

¢  FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Statutory body of Allianz penzijni spoleénost, a.s.

* Conclude on the appropriateness of the Statutory body of Allianz penzijni spoletnost, a.s. use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Fund to cease to continue as a going concern.

¢  Evaluate the overall presentation, structure and content of the financial statements, including the notes,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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We communicate with the Statutory body regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

ag March 2019

PricewaterhouseCoopers Audit, s.r.0.
represented by

Marek Richter
Statutory Auditor, Licence No. 1800

This report is addressed to the participants of Allianz transformovany fond, Allianz penzijni spoleé¢nost, a.s.

Translation nate

This version of our report is a translation from the onginal, which was prepared in the Czech language. All possible care has been taken to ensure that the translation
15 an accurate representation of the anginal. However, in all matters of interpretation of information, views of opinions, the Czech vergion of our repar takes precedence
aver this franslafion.
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BALANCE SHEET INCOME STATEMENT
AS AT 31 DECEMBER 2018 (Translated from the Czech original) FOR THE YEAR ENDED 31 DECEMBER 2018

(Translated from the Czech original)

1 Interest income and similar income 3 698 416 592 639
ASSETS of which: interest on debt securities 652 317 593 551
3 Receivables from banks and credit unions 9 6200315 6353188 3 Income from shares and ownership interests 49 130 49197
of which:  a) repayable on demand 302 260 458419 ¢) other income from shares and ownership interests 49 130 49 197
b) other receivables 5898 055 5894769 5 Commission and fee expense 4 (372 054) (336 320)
5 Debt securities 10 36 695 840 33429920 6 Gain or loss from financial operations 5 (85 673) (142 471)
of which:  a) issued by government institutions 31993 903 28906 886 Other operating income 6 3679 4060
b) issued by other entities 4701937 4523034 16 Release of other provisions 10 464 1394
6 Shares, units and other investments 11 2323041 2120375 17 Additions and use of other provisions (8519) (3902)
1 Other assets 12 8448 63709 19 Current year profit (loss) from ordinary activities before tax 295 443 164 597 22
TOTAL ASSETS 45227 644 41967 192 3 Income tax 9 - -
24 Net profit (loss) for the period 295 443 164 597
LIABILITIES
4 Other liabilities 13,15 45 156 289 41 469 818
6 Provisions 16 27523 29 468
of which:  a) provision for pensions and similar obligations 27 523 29 468
5 Gl - STATEMENT OF CHANGES IN EQUITY
13 Revaluation gains (losses) 18 (331 250) 303 309
of which:  a) on assets and liabilities (331.250) 303 309 Fo R T H E YEAR E N D E D 31 D Ec E M B E R 201 8
15 Profit (loss) for the accounting period 17 295 443 164 597
TOTAL LIABILITIES 45 227 644 41967 192
(Translated from the Czech original)
OFF-BALANCE SHEET ITEMS
Off-balance sheet assets
4 Receivables from fixed term transactions 20 1080418 2161194
8 Values placed under management 21 45148 854 41 896 485
OFF-BALANCE SHEET LIABILITIES Balance at 1/1/2017 1211534 368 906 1580 440
10 Collaterals and pledges received 9 5847216 5582 971 FX gains (losses) and revaluation gains (losses) not included in profit or loss (908 225) - (908 225)
12 Liabilities from fixed term transactions 20 1229751 2113703 Net profit (loss) for the period 164 597 164 597
Allocated profit sharing to the pension insurance participants - (368 906) (368 906)
Balance at 31/12/2017 303 309 164 597 467 906
Balance at 1/1/2018 303 309 164 597 467 906
FX gains (losses) and revaluation gains (losses) not included in profit or loss (634 559) - (634 559)
Net profit (loss) for the period - 295443 295443
Transfers to funds 79 639 - - 79 639
Allocated profit sharing to the pension insurance participants - (164 597) (164 597)
Balance at 31/12/2018 79 639 (331 250) 295 443 43 832
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NOTES TO THE FINANCIAL
STATEMENTS 2018

1. GENERAL INFORMATION
(a) Description of the fund

Establishment and description of the fund

Allianz transformovany fond, Allianz penzijni spole¢nost, a.s. (“the
Fund” or “the Entity”) was established by Allianz penzijni spolec-
nost, a.s. (“the Company”), based on a licence granted by the Czech
National Bank under Decision ref. no. 2012/10254/570, dated 24
October 2012, which took effect on 26 October 2012.

Transformation process

In accordance with Act No. 427/2011 Coll., on Supplementary Pen-
sion Savings, the Company prepared a transformation project that
was approved by the Czech National Bank on 24 October 2012.
Based on the project, the pension fund Allianz penzijni fond, a.s.
was dissolved as at 31 December 2012. On 1 January 2013, the
pension company Allianz penzijni spole¢nost, a.s. and the transfor-
med fund Allianz transformovany fond, Allianz penzijni spole¢nost,
a.s. were registered.

Pursuant to Section 182 of Act No. 427/2011 Coll., on Supplemen-
tary Pension Savings, and the transformation project, the assets
and liabilities of the dissolving company were split between Allianz
penzijni spolec¢nost, a.s. and Allianz transformovany fond, Allianz
penzijni spole¢nost, a.s. In accordance with this Section, the assets
and liabilities related to supplementary pension insurance were
transferred to the transformed fund as at 1 January 2013.

Supplementary pension insurance participants

As at 31 December 2018, the Fund administered contributions of
400 thousand participants in supplementary pension insurance
(2017: 416 thousand).

Information about the pension company

The pension company that manages the Fund’s assets is Allianz
penzijni spole¢nost, a.s., identification number (ICO) 256 12 603,
with its registered office at Ke Stvanici 656/3, 186 00 Prague 8. The
Company was registered on 1 January 2013. The Company was
granted a licence to operate as a pension company based on De-
cision of the Czech National Bank ref. no. 2012/10254/570, dated
24 October 2012. The decision took effect on 26 October 2012.
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Principal activities of the Company:

a) Accumulation of contributions from participants in supplemen-
tary pension insurance and support provided by the state in re-
spect of the participants and administration of the
contributions pursuant to Act No. 42/1994 Coll.,

b) Accumulation of participants’ contributions, employee contri-
butions and state contributions pursuant to Act No. 427/2011
Coll., on Supplementary Pension Savings, to be placed in par-
ticipation funds, management of assets in participation funds
and payment of supplementary pension insurance benefits.

Depositary

Depositary services are rendered by UniCredit Bank Czech Repu-
blic and Slovakia, a.s., identification number (ICO) 649 48 242, with
its registered office at Zeletavskd 1525/1, 140 92 Prague 4 - Michle
(“the Depositary”), on the basis of a depositary agreement dated
13 December 2013.

(b) Basis of preparation of the financial statements

The financial statements have been prepared on the basis of ac-

counts maintained in accordance with:

— Act No. 563/1991, on Accounting, as amended,

— Decree No. 501/2002, issued by the Ministry of Finance, as
amended,

— Czech accounting standards for financial institutions, issued by
the Ministry of Finance.

The financial statements have been prepared under the historical
cost convention on the basis of full accrual accounting, except for
selected financial instruments that are stated at fair value.

The financial statements are based on the assumption that the
Entity will continue as a going concern and that there is no circum-
stance that would restrict or prevent the Entity’s ability to continue
as a going concern in the foreseeable future.

Unless otherwise indicated, all amounts are shown in thousands
of Czech crowns (TCZK). Numbers in brackets represent negative

amounts.

These financial statements are non-consolidated.
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2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies adopted in the preparation of the
Fund’s financial statements are set out below:

(a) Transaction date

Depending on the transaction type, the transaction date is gene-

rally defined as:

— the date of payment or cash collection,

— the date of purchase or sale of foreign currency or securities,

— the date of executing a payment,

— the date on which (foreign currency) funds are credited, as sta-
ted in an account statement,

— thetrade and settlement date for spot transactions, i.e. purcha-
ses or sales of financial instruments or commodities where the
period between concluding and settling the transaction does
not exceed two days,

— the trade and settlement date for derivatives transactions.

The Entity has determined that spot transactions (i.e. accounting
transactions involving the purchase or sale of financial assets with
a usual term of delivery) are recorded directly in an appropriate
asset or liability account on the trade date.

The Fund derecognises a financial asset or part thereof from the
balance sheet if it loses control of the contractual rights to the fi-
nancial asset or part thereof. The Fund loses this control if it exer-
cises the rights to the benefits defined in a contract, or if such rights
expire or are waived by the Fund.

When a financial liability or part thereof is extinguished (e.g. the
obligation specified in a contract is discharged or cancelled or
expires), the Entity will no longer recognise the financial liability
or part thereof in the balance sheet. The difference between the
carrying amount of a liability (or part thereof) extinguished or
transferred to another party and the consideration paid is recog-
nised in profit or loss.
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(b) Securities

Initial recognition

Upon initial recognition, securities are measured at cost, which in-
cludes direct transaction costs.

Subsequent measurement

For the purposes of subsequent measurement, securities that are
recognised in assets are classified into the following categories:
a) available-for-sale securities,

b) held-to-maturity securities.

Available-for-sale securities

Available-for-sale securities are measured at fair value and
gains/losses from this revaluation are recognised in equity under
“Revaluation gains (losses)”. When a security is sold, the respective
revaluation difference is recognised in profit or loss under “Gain or
loss from financial operations”.

For debt securities in this portfolio, interest income is recognised
under “Interest income and similar income”.

For debt securities, any foreign exchange gains/losses are recog-
nised in profit or loss under “Gain or loss from financial operations”.
Foreign exchange gains/losses in respect of equity securities are
part of revaluation to fair value and are recognised in equity under
“Revaluation gains (losses)”.

If a loss arising from a change in the fair value of an available-for-
sale security is recognised in equity and there is objective evidence
that the security is impaired, the loss is released from equity and
charged to expenses.

Held-to-maturity securities
Securities in this portfolio may only include debt securities that the
Entity has the positive intention and ability to hold to maturity.

Securities in this portfolio are measured at amortised cost, with acc-
rued interest income being part of the carrying amount of these se-
curities. Interest income is recognised under “Interest income and
similar income”.

Adjustments are established to held-to-maturity debt securities. Ad-
justments to these securities are established to reflect the change
in the risk profile of the issuer (but not the change in risk-free inte-
rest rates), calculated on an individual basis.
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Fair value
The Fund determines fair value in accordance with International
Financial Reporting Standards as adopted by the European Union.

Fair value means a market value that is announced on the local
or foreign exchange or on other public (organised) market. The
Company uses the market value that is announced no later than
the date of preparation of the financial statements and that is clo-
sest to that date. If the market value is not available or if it does
not appropriately reflect the fair value, the fair value is determined
using a qualified estimate.

Interest income

Interest income is defined as:

a) (for coupon debt securities) the accrued coupon specified in
issue terms and conditions and the accrued difference between
the nominal value and net cost, described as a premium or dis-
count. Net cost is defined as the cost of a coupon bond reduced
by the accrued coupon as at the date of acquisition of the se-
curity,

b) (for zero-coupon bonds and bills of exchange/promissory notes)
the accrued difference between the nominal value and cost.

Interest income in respect of debt securities is amortised through the
income statement from the date of purchase, using the effective in-
terest rate method. In the case of debt securities with a residual ma-
turity of less than one year from the date of purchase, the premium
or discount is amortised through the income statement on a straight-
line basis from the date of purchase to the date of maturity.

Derecognition of securities
When securities are sold, the Entity uses the average cost method
to measure their disposal.

Dividend income
The Fund recognises dividends on shares/units net of withholding
tax (deducted abroad).

(c) Reverse repurchase agreements
Transactions where securities purchased under a resale agreement
(reverse repurchase agreement) at a predetermined price are ac-

counted for as loans collateralised by the securities that are being
purchased and resold.
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These loans are recognised in the balance sheet under “Receiva-
bles from banks and credit unions” or “Receivables from customers
— credit union members”.

Securities received under reverse repurchase agreements are only
recorded in the off-balance sheet under “Collaterals and pledges
received”.

Income arising from reverse repurchase agreements as the diffe-
rence between the selling and purchase price is accrued over the
period of the transaction and recognised in the income statement
as “Interest income and similar income”.

(d) Receivables and adjustments

Operating receivables are recognised at nominal value less adjust-
ments (if any). Unrecoverable receivables are written off, once
bankruptcy proceedings regarding a debtor are over or if it is
not probable that they will be recovered.

Adjustments established are recognised as an expense; their
utilisation is recognised, together with expenses or losses associ-
ated with a reduction of assets, in the income statement. The rele-
ase of adjustments no longer considered necessary is recognised
inincome.

Adjustments for assets maintained in foreign currencies are

established in the relevant currency.

(e) Recognition of receivables relating to state contributions to
participants

The Fund does not recognise any receivables from the Ministry of

Finance relating to state contributions paid to participants. State

contributions are recognised as and when received from the

Ministry of Finance.

(f) Accounts of supplementary pension insurance participants

Contributions obtained from participants are recognised in other
liabilities of the Fund.
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(g) Establishment of provisions

A provision represents a probable cash outflow of uncertain timing
or amount. A provision is recognised as an expense amounting
to the best estimate of the outflow of resources required to settle
a present obligation.

A provision is recognised if the following criteria are met:

a) a present obligation (legal or constructive) exists as a result of
a past event,

b) itis probable or certain that an outflow of economic benefits
will be required to settle the obligation (“probable” means a
probability exceeding 50%), and

c) the amount of the obligation can be estimated reliably.

Provision for pensions and similar obligations

Liability adequacy test

The Fund establishes provisions for liabilities arising from supple-
mentary pension insurance contracts. The amounts of the provisi-
ons are set based on a liability adequacy test of the amount
of participants’ accounts carried out separately for the portfolio
of participants in the saving phase and the portfolio of participants
in the pension payment phase and taking into account the valid
options and guarantees arising from the supplementary pension
insurance contracts.

The liability adequacy testing is based on the discounted cash flow
method. The cash flows are, in particular, the participants’ contri-
butions, benefits paid and the Company’s expenses. The result of
the liability adequacy test is the minimum value of the liabilities to
participants calculated based on a best estimate of the future de-
velopment of the input parameters adjusted by market value mar-
gins. The sum of the participants’ accounts is insufficient if the
minimum value of the liabilities to participants exceeds the actual
sum of the participants’ accounts, in which case the Company
establishes an additional provision equal to this difference.

Annuitisation option

The value of the annuitisation option is determined as the difference
between the value of the participants’ accounts at the calculation date
and the present value of funds necessary to cover future liabilities as
calculated using actuarial methods. Future liabilities relate in particu-
lar to pension payments, valorisation of pensions and expenses.

The annuitisation option is calculated separately for the portfolio of
participants in the saving phase and for the portfolio of participants
in the pension payment phase using the same model (and thus also
the same estimate) as that used for the adequacy test. The Fund es-
tablishes a provision only based on the liability adequacy test, and
does not establish a provision for the annuitisation option.
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(h) Foreign currency translation

Transactions denominated in foreign currencies are recorded in the
local currency at the Czech National Bank official rate prevailing
on the transaction date.

Assets and liabilities denominated in foreign currencies, together
with unsettled foreign exchange spot transactions, are translated
into the local currency at the Czech National Bank official rate pre-
vailing as at the balance sheet date. The net foreign exchange
gain/loss arising from the translation of foreign currency assets and
liabilities, except for investments denominated in foreign currencies
and items that hedge currency risk resulting from agreements not
yet recorded in the Fund’s balance sheet or from expected future
transactions, is recognised in the income statement as “Gain or loss
from financial operations”.

(i) Derivatives

A derivative is a financial instrument that meets the following con-

ditions:

a) its fair value changes in response to the change in a specified
interest rate, price of a security, commodity price, foreign ex-
change rate, price index, credit rating or credit index, or other
variable (“underlying asset”),

b) it requires a small or no initial net investment, compared with
other types of contract based on a similar response to changes
in market factors,

c) itissettled at afuture date, with the period from the trade date
to the settlement date exceeding that of a spot transaction.

Derivatives are recognised in the balance sheet at fair value. Posi-
tive fair values of derivatives are recognised in assets under “Other
assets”. Negative fair values of derivatives are recognised in liabi-
lities under “Other liabilities”.

The fair value of financial derivatives is the present value of expec-
ted cash flows from these transactions, determined using valuation
models generally accepted on the market which use parameters
ascertained on the active market, such as foreign exchange rates,
interest rates applicable to relevant maturities based on a yield
curve, etc.

In the off-balance sheet, derivatives are recorded at the non-discoun-
ted contractual value of the underlying instrument under “Receiva-
bles from fixed term transactions”, “Receivables from options”,
“Liabilities from fixed term transactions” and “Liabilities from options”.
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Trading derivatives

Derivatives held for trading are recognised in the balance sheet
at fair value. Gains and losses from changes in fair value are recor-
ded in the income statement under “Gain or loss from financial
operations”.

(j) Taxation

Current tax

Non-tax deductible expenses are added to, and non-taxable in-
come is deducted from, the profit for the period before tax to arrive
at the taxable income, which is further adjusted for tax allowances
and relevant credits.

Deferred tax

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies. As a result,
the Fund did not recognise deferred tax on temporary differences
between the carrying and tax value of assets and liabilities.

(k) Corrections of prior period errors and changes in accounting
policies

Corrections to prior period expenses or income are recognised as
current period expenses or income, with the exception of correcti-
ons of material errors relating to prior periods.

Corrections of material errors in the recognition of prior period in-
come or expenses and changes in accounting policies are recogni-
sed under “Retained profits (or accumulated losses)” in the Fund'’s
balance sheet.

In the period from 1 January 2018 to 31 December 2018, the Fund

did not make any corrections of material errors or changes in
accounting policies.

3. INTEREST INCOME AND SIMILAR INCOME

TCZK 2018 2017
Interest on debt securities 652,317 593,551
Interest from reverse repurchase agreements 45,956 (1,318)
Interest on current accounts and term deposits 143 406
TOTAL 698,416 592,639

The negative interest income from reverse repurchase agreements
in 2017 is influenced by the rates available on the banking market
at the end of the accounting period .
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4. COMMISSION AND FEE EXPENSE

TCZK 2018 2017
Commission and fee expense from
management of assets 341,029 319,201
appreciation of assets 30,874 17,065
bank fees 151 54
TOTAL 372,054 336,320

The fee for the management of the Fund’s assets amounts to
0.8% (2017: 0.8%) of the average annual balance sheet amount,
less the cost of purchase, sale and holding of securities issued by
a collective investment fund pursuant to Section 60 (3) of Act
No. 427/2011 Coll.

The fee for the appreciation of the Fund’s assets is calculated
as a 10% share (2017: 10%) of the Fund'’s reported profit before the
fee is recorded. The fee will be paid once the financial statements
are approved by the Company’s general meeting.

5. GAIN OR LOSS FROM FINANCIAL OPERATIONS

TCZK 2018 2017
Gain/(loss) from securities transactions (88,716) (78,523)
Gain/(loss) from derivative transactions (47,165) 128,223
Foreign exchange gain/(loss) 50,208 (192,171)
TOTAL (85,673) (142,871)

6. OTHER OPERATING INCOME

A significant portion of other operating income relates to income
from participants’ contributions that remain in the Fund’s income
in accordance with the law. In 2018, such income from contributions
totalled TCZK 3,346 (31 December 2017: TCZK 3,504 ).

Another significant item is income from bonuses allocated to clients
who terminated their supplementary pension insurance contracts
early and thus did not comply with the conditions for bonus
payment. In 2018, such income amounted to TCZK 333 (31 Decem-
ber 2017: TCZK 556).

Annual Report 2018 | Allianz penzijni spole¢nost, a.s.

7. GEOGRAPHIC SEGMENTATION OF REVENUES

C — Notes to the financial statements 2018 of Allianz transformovany fond, Allianz penzijni spole¢nost, a.s.

TCZK CR EU Mimo EU Celkem
2018

Interest from shares and ownership interests 49,130 - 49,130
Interest income and similar income 664 682 30,991 2,743 698,416
Gain or loss from financial operations 7883 (100,722) 7,166 (85,673)
Other operating revenues 3679 - - 3,679
TOTAL 676 244 (20,601) 9,909 665,552
2017

Interest from shares and ownership interests 49 000 197 49 197
Interest income and similar income 560,908 27 813 3918 592 639
Gain or loss from financial operations (154,513) 27370 (15328) (142 471)
Other operating revenues 4,060 - - 4060
TOTAL 410,455 104 183 (11213) 503 425

8. TRANSACTIONS WITH RELATED PARTIES

9. RECEIVABLES FROM BANKS AND CREDIT UNIONS

TCZK 31.12.2018 31.12.2017 TCZK 31.12.2018 31.12.2017
Receivables Current accounts at banks 302,260 458,419
derivatives 53,547 Term deposits at banks - 250,406
Payables Reverse repurchase agreements 5,898,055 5,644,363
from management paid to the Company 24,865 23,102 TOTAL 6,200,315 6,353,188
from appreciation of assets paid to the Company 30,874 17,065
derivatives 69,739 4,204 As at 31 December 2018, the Fund acquired treasury bill
CZ0001005235 at the market value of TCZK 5,847,216 within
TCZK 2018 2017 reverse repurchase agreements. Treasury bills are recorded in the
Income off-balance sheet in “Collaterals and pledges received”.
from derivatives 23,776 53,547
Expenses
for management paid to the Company 341,029 319,201
for appreciation of assets paid to the Company 30,874 17,065
for derivatives 71,085 4204
TCZK 31.12.2018 31.12.2017
Off-balance sheet assets
Receivables from fixed term transactions 1,031,258 2,122,034
Values placed under management 45,148,854 41,896,485
Off-balance sheet liabilities
Liabilities from fixed term transactions 1,178,671 2,062,623
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10. DEBT SECURITIES

(a) Classification of debt securities into individual portfolios
based on the Fund'’s intention

TCZK 31.12.2018 31.12.2017
Available-for-sale debt securities 22,417,504 22,750,467
Held-to-maturity debt securities 14,278,336 10,679,453
Net book value 36,695,840 33,429,920

(b) Analysis of available-for-sale debt securities

TCZK 31.12.2018 31.12.2017
Issued by financial institutions

- Listed on a recognised CZ exchange 1,386,243 1,928,078
- Listed on another exchange 1,958,281 1,240,103

Issued by non-financial institutions
- Listed on a recognised CZ exchange 876,090 931,460
- Listed on another exchange 481,323 423,393

Issued by government sector

- Listed on a recognised CZ exchange 16,922,608 17,628,982
- Listed on another exchange 792,959, 598,451
TOTAL 22,417,504 22,750,467

Securities listed on another exchange with a market value of TCZK
3,232,563 (31 December 2017: TCZK 2,261,947 are traded mainly
on regulated OECD markets.

(c) Analysis of held-to-maturity debt securities

TCZK 31.12.2018 31.12.2017
Issued by government sector

- Listed on a recognised CZ exchange 14,278,336 10,679,453
TOTAL 14,278,336 10,679,453

11. SHARES, UNITS AND OTHER INVESTMENTS

(b) Analysis of available-for-sale shares, units and other

investments
TCZK 31.12.2018 31.12.2017
Issued by other institutions
- Listed on another exchange 2,323,041 2,120,375
TOTAL 2,323,041 2,120,375

Securities listed on another exchange as at 31 December 2018 with
a market value of TCZK 2,323,041 (2017: TCZK 2,120,375 ) are
traded mainly on regulated OECD markets.

12. OTHER ASSETS
TCZK 31.12.2018 31.12.2017
Receivables from securities transactions 8,448 10,162
Positive fair value of derivatives (see note 20) - 53,547
TOTAL 8,448 63,709

13. OTHER LIABILITIES - ACCOUNTS OF SUPPLEMENTARY
PENSION INSURANCE PARTICIPANTS

TCZK 31.12.2018 31.12.2017
Participants’ contributions 27,341,093 25,045,366
Employers’ contributions 8,719,710 7,912,388
Allocated profit sharing 3,738,079 3,609,447
State support 5,228,401 4,852,582
TOTAL PARTICIPANTS' ACCOUNTS 45,027,283 41,419,783

Based on a decision of the general meeting, the Company expects
to distribute the Fund’s entire profit for 2018 to supplementary pen-
sion insurance participants.

14. BENEFITS PAID

Amount in TCZK  Number of contracts

Structure of benefits paid in 2018

(a) Classification of shares, units and other investments into Lump-sum settlement 1,085,110 14,625

individual portfolios based on the Fund’s intention Surrender 209,963 7,935

Transfers to other funds 477,408 8,647

TCZK 31.12.2018 31.12.2017 Pensions 26,888 312

Shares, units and other available-for-sale investments 2,323,041 2,120,375 Other (premature contract termination, pay-out of pension to beneficiaries) 91,436 1,394

Net book value 2,323,041 2,120,375 Total benefits paid in 2018 1,890,804 32,913
Structure of benefits paid in 2017

Lump-sum settlement 1,042,625 20,649

Surrender 201,482 9,195

Transfers to other funds 345,122 5,483

Pensions 19,923 285

Other (premature contract termination, pay-out of pension to beneficiaries) 75,312 1,475

Total benefits paid in 2016 1,684,464 37,087
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15. OTHER LIABILITIES - OTHER

TCZK 31.12.2018 31.12.2017
Payables due to state 2,925 2,870
Estimated payables 55,739 40,167
Negative fair value of derivatives (see note 20) 70,342 6,998
TOTAL 129,006 50,035

Estimated payables include written payments for the management
and appreciation of the Fund'’s assets for 2018.

16. PROVISIONS

Provision for pensions

Value of Value of

provisions provisions

in TCZK at 31 12, 2017 Addition Release  at 31. 12.2018
Retirement pension 29,353 8,471 10,454 27,370
Survivor pension 115 48 10 153
TOTAL 29,468 8,519 10,464 27,523

The Fund establishes a provision for pensions in accordance with
the methods described in note 2 (g). Based on the liability ade-
quacy test carried out in respect of the portfolio of the current pen-
sioners at 31 December 2018, the value of pensioners’ accounts
is insufficient and the Company has therefore established the pro-
visions stated in the above table.

In the calculation of a provision for pensions as at 31 December
2018, the most significant economic and actuarial assumptions
were as follows:

(a) The modelled costs of the Fund were derived from the actual
administrative, investment and acquisition costs. Based on
these data, the 2018 expense per participant in the pension
payment phase was determined. The Fund projected future
costs using annual cost inflation as determined based on mar-
ket conditions.

(b) To project future revenues and to determine the discount rates,
best estimates of the future revenues of the Fund as at 31 De-
cember 2018 were used. In accordance with the existing proce-
dure, the model assumed a profit sharing of 85 % of the annual
profit would be allocated to participants.
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(c) The following assumptions were used to model contract terminations:
1. Todetermine the probability of death, generation mortality
rates were used, based on the population mortality rates
provided by the Czech Statistical Office (CSU), to which se-
lection coefficients were applied. The generation rates used
correspond to the estimated development of the average
life expectancy at birth published by expert institutions in

the Czech Republic.

2. The percentage of participants opting for a pension instead
of a lump sum payment and the probability of contract ter-
mination (participants transferring to another pension fund,
or lapses) are based on the Company’s current experience.
The projection assumed the current experience will continue.

17. PROPOSED PROFIT DISTRIBUTION

As at the balance sheet date, the Company’s board of directors had
not decided on the distribution of profit for the year ended 31
December 2018, amounting to TCZK 295,443.

The Company expects that based on a decision of the general

meeting the entire reported profit of the Fund for 2018 will be
allocated to the supplementary pension insurance participants.

18. REVALUATION GAINS AND LOSSES

Available-for

TCZK -sale securities Total
Balance at 31 December 2017 303,309 303,309
Decrease/Increase (634,559) (634,559)
BALANCE AT 31 DECEMBER 2018 (331,250) (331,250)

The decrease in revaluation gains and losses is caused first by
a decrease in the volume of available-for-sale securities and se-
cond by the development in the market prices of bonds in 2018.

19. INCOME TAX AND DEFERRED TAX ASSET
Current tax for the current period

For the period ended 31 December 2018 the Fund did not account
for current tax — as a result of new legislation regarding corporate
income tax for pension companies’ funds, i.e. the introduction of a
zero tax rate, the Fund does not account for a current tax liability
in the period. For the period ended 31 December 2017 the Fund re-
ported a tax of TCZK 0.
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20. RECEIVABLES AND LIABILITIES FROM FIXED TERM
TRANSACTIONS AND OPTIONS

(a) Nominal and fair values of fixed term transactions and options

31.12.2018 31.12.2017
Off-balance sheet items Off-balance sheet items
Receivables Liabilities Fair value Receivables Liabilities Fair value
Trading derivatives
Forward exchange contracts 1,031,258 1,178,671 (67,739) 2,112,034 2,062,623 49347
Interest rate swaps 49,160 51,080 (2,603) 49,160 51,080 (2,798)
Total 1,080,418 1,229,751 (70,342) 2,161,194 2,113,703 46,549
The above off-balance sheet receivables and liabilities are stated
at nominal non-discounted values.
All of the above financial instruments were negotiated on the
interbank market (OTC).
(b) Residual maturity of fixed term transactions and options
The nominal values of the individual types of financial derivatives
are allocated to their residual maturity as follows:
Up to 3 months 1 year Over Not
TCZK 3 months to 1 year to 5 years 5 years specified Total
At 31 December 2018
Trading derivatives
Forward exchange contracts (receivables) 1,031,258 1,031,258
Forward exchange contracts (liabilities) 1,178,671 1,178,671
Interest rate swaps (receivables) 49,160 49,160
Interest rate swaps (liabilities) 51,080 51,080
At 31 December 2017
Trading derivatives
Forward exchange contracts (receivables) 2,112,034 2,112,034
Forward exchange contracts (liabilities) 2,062,623 2,062,623
Interest rate swaps (receivables) 49,160 49,160
Interest rate swaps (liabilities) 51,080 51,080
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21. VALUES PLACED UNDER MANAGEMENT

The Fund placed all of its assets under the management of the
Company.

22. FINANCIAL INSTRUMENTS - MARKET RISK

The Fund is exposed to market risks arising from the open positions
of transactions involving interest rate, equity and currency instru-
ments that are sensitive to changes in financial market conditions.

Cash accumulated in the Fund can be primarily placed in bonds
that are issued by a member state of the Organisation for Economic
Co-operation and Development (OECD) or a central bank of that
state, and in bonds for which an OECD member state accepted a
guarantee. This also applies to bonds issued by the European In-
vestment Bank, the European Bank for Reconstruction and Deve-
lopment or the International Bank for Reconstruction and
Development or any other international financial institution of
which the Czech Republic is a member, and to other bonds that are
traded on a regulated OECD market for which a permit has been
granted by the relevant member state authority.

Investments can be made in units of open-ended unit trusts, secu-
rities that are traded on a regulated OECD market for which a per-
mit has been granted by the relevant member state authority,
movable assets representing a guarantee that cash has been sto-
red securely, except for securities, real estate providing a guarantee
that cash has been stored securely, intended, in whole or in part,
for business or residential purposes, and on condition that the re-
venue from real estate generated in proper management is attri-
buted to the Fund’s assets.

(a) Risk management

The Fund’s primary risk management tool comprises limits on the
share of individual types of financial instruments in the Fund's port-
folio, as prescribed under Act No. 427/2011 Coll., on Supplementary
Pension Savings, the Statutes and the investment strategy.

Market risks are measured using the Value at Risk (“VaR"”) method.
Value at Risk represents a potential loss arising from unfavourable
market movements within a certain time period at a certain confi-
dence level. The Fund determines Value at Risk by simulating
a large number of scenarios of potential changes in the financial
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markets. Value at Risk is measured based on a one-month holding
period and a confidence level of 95%. The results of this model are
back-tested and compared with the actual results achieved in the
financial markets. If the Fund identifies any inaccuracies, the model
is adjusted to be in line with the current trend in the financial mar-
kets. The Value at Risk relating to the interest rate and equity risk
was as follows:

Average Average

At 31.12. 2018 2018 At31.12.2017 2017

VaR for interest rate instruments 0.48% 0.58% 0.11% 0.13%
VaR for equity instruments 0.19% 0.20% 0.07% 0.06%

As a result of its activities, the Fund is exposed to certain risks. The
Fund'’s approach to managing these risks is described below.

(b) Liquidity risk

Liquidity risk includes both the risk that the Fund is unable
to finance its assets using instruments with appropriate maturity
and the risk that the Fund is unable to dispose of its assets for the
appropriate price within the appropriate time period.

The Fund presents contributions received from participants, the
state and third parties in favour of the participants under liabilities.
The Company’s equity represents a minority source of financing.

Residual maturity cannot be specified for liabilities to participants
in supplementary pension savings/supplementary pension insu-
rance due to the nature of the product and because payment
of the benefit can be requested after the entitlement to the benefit
arises.

The Fund regularly assesses liquidity risk, in particular by monito-
ring changes in the structure of inflows and outflows of partici-
pants’ accounts. The Fund also holds, as part of its liquidity risk
management strategy, a portion of its assets in highly liquid instru-
ments, such as state treasury bills and similar government bonds.
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Residual maturity of the Fund’s assets and liabilities The Fund'’s foreign currency position

Up to 3 months 1year Over Not TCZK EUR usb CzZK CELKEM
TCZK 3 months to 1 year to 5 years 5 years specified Total At 31 December 2018
At 31 December 2018 Receivables from banks 72,600 59,354 6,068,361 6,200,315
Receivables from banks 6,200,315 - - - - 6,200,315 Debt securities 496,541 612,081 35,587,218 36,695,840
Debt securities 523,962 4,643,416 11,461,403 20,067,059 - 36,695,840 Shares, units and other investments 762,741 525,496 1,034,804 2,323,041
Shares, units and other investments - - - - 2,323,041 2,323,041 Other assets - 2,504 5,944 8,448
Other assets 8,448 - - - - 8,448 Total 1,331,882 1,199,435 42,696,327 45,227,644
Total 6,732,725 4,643,416 11,461,403 20,067,059 2,323,041 45,227,644
Payables from participants’ contributions - - 45,027,283 45,027,283
Payables from participants’ contributions 45,027,283 45,027,283 Other liabilities 6,882 63,459 58,665 129,006
Other liabilities 58,665 70,341 - - 129,006 Provisions - - 27,523 27,523
Provisions - - - - 27,523 27,523 Equity - - 43,832 43,832
Equity - - - - 43,832 43,832 Total 6,882 63,459 45,157,303 45,227,644
Total 58,665 70,341 45,098,638 45,227,644 Net foreign currency position 1,325,000 1,135,976 (2,460,976) -
Gap 6,674,060 4,573,075 11,461,403 20,067,059 (42,775,597)
Cumulative gap 6,674,060 11,247,135 22,708,538 42,775,597 Off-balance sheet assets - - 1,080,418 1,080,418
Off-balance sheet liabilities 528,933 700,818 - 1,229,751
At 31 December 2017
Receivables from banks 6,353,188 - - - - 6,353,188 At 31 December 2017
Debt securities - 4,173,468 13,575,481 15,680,971 - 33,429,920 Receivables from banks 31,582 15,063 6,306,543 6,353,188
Shares, units and other investments - - - - 2,120,375 2,120,375 Debt securities 288,046 598,451 32,543,422 33,429,920
Other assets 63,709 - - - - 63,709 Shares, units and other investments 462,668 567,950 1,089,756 2,120,375
Total 6,416,897 4,173,468 13,575,481 15,680,971 2,120,375 41,967,192 Other assets 45,443 18,266 - 63,709
Payables from participants’ contributions - - - - 41,419,783 41,419,783 TOTAL 827,740 1,199,730 39,939,722 41,967,192
Other liabilities 44371 - 2,794 - 2,870 50,035 Payables from participants’ contributions - - 41,419,783 41,419,783
Provisions - - - - 29,468 29,468 Other liabilities 4203 - 45,832 50,035
Equity - - - - 467,906 467,906 Provisions - - 29,468 29,468
Total 44,371 - 2,794 - 41,920,027 41,967,192 Equity - - 467,906 467,906
Gap 6,372,526 4,173,468 13,572,687 15,680,971 (39,799,652) - TOTAL 4,203 - 41,962,989, 41,967,192,
Cumulative gap 6,372,526 10,545,994 24,118,681 39,799,652 - - Net foreign currency position 823,537 1,199,730 (2,023,267) -
. . . Off-balance sheet assets 479,488 - 1,681,706 2,161,194
The above tables show the residual maturity of the carrying Off-balance sheet liabilities 1,032,582 596,148 484,973 2,113,703

amounts of the individual financial instruments, not the total cash

flows generated by these instruments.

23. FINANCIAL INSTRUMENTS — CREDIT RISK Date of preparation 29 March 2019

Stamp and signature of statutory representative:

(c) Equity risk (d) Currency risk The Fund is exposed to the risk that the issuer of a security that was

acquired in the Fund'’s portfolio or other counterparty does not meet

Equity risk is the risk of movement in the prices of equity instruments
held in the Fund’s portfolio and financial derivatives derived from
these instruments. The main source of this risk is trading in equity in-
struments. The risks associated with equity instruments are managed
through limits, which are defined in accordance with the law, the Sta-
tutes and the investment strategy of the Fund.
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Assets and liabilities denominated in foreign currency, including off-
balance sheet exposures, represent the Fund’s exposure to currency
risks. Both realised and unrealised foreign exchange gains and los-
ses are reported directly in the income statement. The Fund’s fo-
reign currency position in the most significant currencies is as
follows:
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its obligation to pay the agreed interest or principal. As the Fund only
invests in securities with a high credit rating, the risk is minimal.

24. MATERIAL SUBSEQUENT EVENTS
The Company’s management is not aware of any events that have

occurred and that would require an adjustment of the financial sta-
tements as at 31 December 2018.
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ALLIANZ UCASTNICKY POVINNY KONZERVATIVNI
FOND, ALLIANZ PENZIJNi SPOLECNOST, A.S.

In accordance with Sec. 44 of Decree No. 117/2012 Coll., on detailed regulation of activities of subscriber funds and pension funds,
Allianz penzijni spolecnost, a. s. presents its Annual Report pursuant to Sec. 42, paragraph 1 of the said Decree.

Allianz Statutory Conservative Subscriber Fund by Allianz penzijni spolecnost, a. s. (hereinafter referred

to as the ,statutory conservative fund”) was formed as a statutory conservative subscriber fund pursuant
to Act No. 427/2011 Coll., on supplementary pension savings, for the purpose of operating supplementary
pension saving schemes in the so-called 3rd pillar of the pension system, which consists of collecting
contributions from subscribers, employers and the state pursuant to the said Act for placement of the same
in subscriber funds, managing assets held in subscriber funds and payment of benefits under supplementary

pension schemes.

The statutory conservative fund is a set of assets belonging to all
subscribers and other parties who became beneficiaries of subsc-
riber funds, all on a prorated basis according to the number of pen-
sion units. Assets held in the statutory conservative fund are
managed by the pension management company in its name and
on subscriber’s account. The assets are not part of assets of the
pension management company that manages the fund’s assets.
The statutory conservative fund is a fund pursuing a conservative
investment strategy.

A) INFORMATION ABOUT THE PENSION MANAGEMENT
COMPANY MANAGING THE FUND

Name: Allianz penzijni spole¢nost, a. s.
Registered office: Ke Stvanici 656/3, 186 00, Prague 8
E-mail and website: info@allianz.cz, www.allianz.cz
Commercial register: Municipal Court of Prague,

section B, file 4972
Corporate ID number: 256126 03
Registered capital: 50 100 000 K¢
Shareholder: Allianz pojistovna, a. s. (100 %)
Auditor: KPMG Ceskd republika Audit, s.r.0.

Allianz penzijni spole¢nost, a.s. (hereinafter referred to as ,pension
management company”) has been managing the transformed
fund since 1 January 2013. Czech National Bank approved the
Statute of Allianz transformed fund in connection with the
transformation of Allianz penzijni fond, a.s. on 24 October 2012
under reference no. 2012/10254/570.

B) INFORMATION ABOUT THE FUND'S PORTFOLIO MANAGERS
The investment manager of the transformed fund is Allianz penzijni
spolecnost, a.s. (hereinafter referred to as the “pension manage-
ment company”), entered in the Commercial Register maintained

by the Municipal Court of Prague, section B, file 4972.

Portfolio managers: Petr Podolka, Jifi Snobl
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C) INFORMATION ABOUT THE FUND’S DEPOSITARY
during the specified period, and about the term of its engagement

The sole depositary of the statutory conservative fund as of 3 January
2014 is UniCredit Bank Czech Republic and Slovakia, a. s., having
its registered office at: Zeletavskd 1525/1, postal code: 140 92,
Prague 4 — Michle, entered in the Commercial Register maintained
by the Municipal Court of Prague, section B, file 3608, corporate ID
No. 64 94 82 42 (hereinafter referred to as the ,Depositary”).

D) INFORMATION ABOUT THE PARTY ENSURING CUSTODY
OR OTHER SAFEKEEPING OF THE FUND’S ASSETS,

if more than 1% of the fund’s assets are kept or otherwise held in
custody with the said party

Only the Depositary ensures custody or control over the statutory
conservative fund’s assets.
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E) IDENTIFICATION OF ASSETS EXCEEDING 1% OF VALUE
OF THE FUND'S ASSETS

as of 31 December 2018, stating the total acquisition price and fair
value as at the end of the specified period

Nazev cenného

ISIN papiru
€Z0001004105 CR var/27
CZ0001005664 CZTB 11/1/2019
CZ0001004113 CR var/20
€Z0001003123 CRvar/23
Depozitum J&T Banka
Reverzni REPO PPF banka
Reverzni REPO PPF banka
Hotovost Komer¢ni banka
Hotovost UniCredit Bank

F) INFORMATION ABOUT LITIGATIONS OR ARBITRATIONS
INVOLVING THE FUND’S ASSETS

In 2018, there were no litigations or arbitrations concerning the

statutory conservative fund.

G) INFORMATION ABOUT THE FUND’S NET ASSETS
AND NET ASSETS ATTRIBUTABLE TO ONE PENSION UNIT
FOR THE LAST THREE PERIODS

Unit price NAV*

(CZK) (CZK)

31.12.2015 1,0402 188 596 730,93
31122016 1,0398 366 840 014,75
31122017 1,0228 624 389 893,29
31.12.2018 1,0259 961 172 055,29

* Net asset value (NAV)

H) DEVELOPMENT OF THE PENSION UNIT VALUE IN 2018

Pofizovaci cena Redlna hodnota Podil na majetku

Ména Typ (v tis. Kc) (v tis. K¢) fondu
CZK Statni dluhopisy 60381 61365 6,33
CZK Statni dluhopisy 40023 39985 413
CZK Statni dluhopisy 35094 35171 3,63
CZK Statni dluhopisy 10 544 10 548 1,09
CZK Penézni trh 16 176 16 176 1,67
CZK Penézni trh 375025 375025 38,70
CZK Penézni trh 324735 324735 3351
CZK Penézni trh 39 865 39 865 411
CZK Penézni trh 66141 66 141 6,83

1) INFORMATION ABOUT THE STRUCTURE OF AND CHANGES
IN THE FUND'’S ASSETS

Assets (CZK thousand) 31.12.2017 31.12.2018

Receivables from banks 413 527 821942
a) payable on demand 119927 106 006
b) other receivables 293 600 715936

Debt securities 213 664 147 068

Stocks, share certificates and other shares

Other assets - 33

Total 627 191 969 043

J) INFORMATION ABOUT CONSIDERATION PAID
TO THE DESIGNATED PENSION MANAGEMENT COMPANY
FOR MANAGING THE FUND’S ASSETS

(CZK) 31.12.2017 31.12.2018

Consideration for assetmanagement 1937 3145

The consideration for managing assets of the statutory conservative
fund as at the end of the specified period amounted to 0,4 % of the
average annual value of the fund’s net assets. The pension manage-
ment company charged no consideration during the specified period.

1,03

1,02

1,01

1,00 T T T T T T
January February March April May June
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K) INFORMATION ABOUT QUANTITATIVE RESTRICTIONS AND
METHODS APPLIED FOR ASSESSMENT OF RISK ASSOCIATED
WITH TECHNIQUES AND INSTRUMENTS FOR EFFECTIVE
MANAGEMENT OF ASSETS HELD IN THE SUBSCRIBER FUND

The basic risk management tools involve limits applied to shares of

individual financial instrument types held in the portfolio, defined in

compliance with the requirements of Act No. 427/2011 Coll., on supple-
mentary pension savings, the fund’s statute and investment strategy.
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Independent auditor’s report

English translation

Independent auditor's report

to the participants of the fund Allianz Gc¢astnicky povinny konzervativni fond,
Allianz penzijni spole¢nost, a.s.

Opinion

We have audited the accompanying finaneial statements of fund Allianz Géastnicky povinny konzervativni fond,
Allianz penzijni spole¢nost, a.s., with its registered office at sidlem Ke Stvanici 656,/3, Praha 8 (“the Fund”),
prepared in accordance with Czech accounting legislation, which comprise the balance sheet

as at 31 December 2018, the income statement for the yvear ended 31 December 2018 and notes to the financial
statements, which include significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 31 December 2018, and of its financial performance for the year ended 31 December 2018
in accordance with Czech accounting legislation.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Standards on Anditing of the Chamber

of Auditors of the Czech Republic. These standards consist of International Standards on Auditing (ISAs) which
may be supplemented and modified by related application guidance. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section

of our report. We are independent of the Fund in accordance with the Act on Auditors and Code of Ethics

for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA)

and accepted by the Chamber of Auditors of the Czech Republic, and we have fulfilled our other ethical
responsibilities in accordance with these regulations. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our opinion.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included
in the Annual Report other than the financial statements and auditor’s report thereon. The Statutory body of
Allianz penzijni spoleénost, a.s. is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit

of the financial statements, our responsibility is to read the other information and, in deing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge about the Fund
obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether the other
information has been prepared, in all material respects, in accordance with applicable law and regulation,

in particular, whether the other information complies with law and regulation in terms of formal requirements
and procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance
with these requirements could influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

s The other information describing the facts that are also presented in the financial statements is,
in all material respects, consistent with the financial statements; and

e  The other information is prepared in compliance with applicable law and regulation,

In addition, our responsibility is to report, based on the knowledge and understanding of the Fund obtained
in the audit, on whether the other information contains any material misstatement of fact. Based

on the procedures we have performed on the other information obtained, we have not identified any material
misstatement of fact.

PricewaterhouseCoopers Audit, s.r.0., Huézdova 1734/2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
I: +420 251 156 111, WWL.PLWC.COM/CF
PricewsaterhouseCoopers Audit, s.r.o., registered seat Hvézdova 173472, 140 00 Prague 4, Czech Republic, ldentification Mumber: 40785521, registerad with the

Commercial Register kept by the Municipal Court in Prague, Section C, Inserl 3837, and in the Register of Audit Companies with the Chamber of Auditors of the Czech
Republic under Licence Mo, 021,
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Responsibilities of the Statutory body of Allianz penzijni spolecnost, a.s for the Financial Statements

The Statutory body of Allianz penzijni spolefnost, a.s. is responsible for the preparation and fair presentation

of the Fund’s financial statements in accordance with Czech accounting legislation and for such internal control
as the Statutory body determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Statutory body of Allianz penzijni spoleénost, a.s. is responsible

for assessing the Fund's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Statutory body either intends to liquidate
the Fund or to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the above stated requirements will always detect a material misstatement when it exists. Misstatements

can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Ag part of an audit in accordance with the above stated requirements, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls,

#  Obtain an understanding of internal controls of Allianz penzijni spoleénost, a.s. relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internal controls.

¢  FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Statutory body of Allianz penzijni spoleénost, a.s.

* Conclude on the appropriateness of the Statutory body of Allianz penzijni spoletnost, a.s. use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Fund to cease to continue as a going concern.

¢  Evaluate the overall presentation, structure and content of the financial statements, including the notes,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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We communicate with the Statutory body regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

29 March 2019

PricewaterhouseCoopers Audit, s.r.o0.
represented by

Marek Richter
Statutory Auditor, Licence No. 1800

This report is addressed to the participants of Allianz Géastnicky povinny konzervativni fond, Allianz penzijni
spoleénost, a.s.

Translation note
This version of aur report is a translation from the anginal, which was prepared in the Czech language. All possible care has been taken to ensure that the translation

is an accurate representafion of the original. Howewer, in all matters of interpretation of information, views or opinions, the Czech version of our report takes pracedence
aver this translation.
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BALANCE SHEET INCOME STATEMENT
AS AT 31 DECEMBER 2018 (Translated from the Czech original) FOR THE YEAR ENDED 31 DECEMBER 2018

(Translated from the Czech original)

ASSETS 1 Interest income and similar income 3 7191 4302
3 Receivables from banks and credit unions 8 821942 413 527 of which: interest on debt securities 790 3862
of which:  a) repayable on demand 106 006 119 927 5 Commission and fee expense 4 (3 145) (1938)
b) other receivables 715936 293 600 6 Gain or loss from financial operations 5 (899) (10 130)
5 Debt securities 9 147 068 213 664 19 Current year profit (loss) from ordinary activities before tax 3147 (7 766)
of which:  a) issued by government institutions 147 068 213 664 24 Net profit (loss) for the period 3147 (7 766)
11 Other assets 33
TOTAL ASSETS 969 043 627 191
LIABILITIES
4 Other liabilities 10 7871 2801
9 Share premium 11 26 259 19013
12 Capital funds 11 936 858 610470
14 Retained profits (or accumulated losses) 13 (5092) 2673
15 Profit (loss) for the accounting period 13 3147 (7 766)
TOTAL LIABILITIES 969 043 627 191

OFF-BALANCE SHEET ITEMS

Off-balance sheet assets

8 Values placed under management 12 961172 624 390
OFF-BALANCE SHEET LIABILITIES
10 Collaterals and pledges received 8 683 973 146 684
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NOTES TO THE FINANCIAL
STATEMENTS 2018

1. GENERAL INFORMATION
(a) Description of the fund

Establishment and description of the fund

Allianz Gastnicky povinny konzervativni fond, Allianz penzijni spo-
le¢nost, a.s. (“the Fund”) was established by Allianz penzijni spolec-
nost, a.s. (“the Company”), based on a licence granted by the Czech
National Bank under the decision with a reference number
2012/12805/570, dated 21 December 2012 that took effect on 21 De-
cember 2012. The Fund started its activities on 5 February 2013.

Supplementary pension savings participants
As at 31 December 2018, the Fund administered contributions of
24,233 participants in supplementary pension savings.

Information about the pension company

The pension company that manages the Fund’s assets is Allianz pen-
zijni spole¢nost, a.s., identification number (ICO) 256 12 603, with its
registered office at Ke Stvanici 656/3, 186 00 Prague 8. The Company
was registered in 1994 (formerly Allianz penzijni fond, a.s.). The Com-
pany was granted a licence to operate as a pension company based
on a decision of the Czech National Bank, reference number
2012/10254/570 dated 24 October 2012. The decision took effect on
26 October 2012.

Principal business of the Company:

a) Accumulation of contributions from participants in supplemen-
tary pension insurance and support provided by the State in re-
spect of the participants and administration of the
contributions pursuant to Act No. 42/1994 Coll.,

b) Accumulation of participants’ contributions, employers’ contri-
butions and state contributions pursuant to Act No. 427/2011
Coll., on Supplementary Pension Savings, to be placed in par-
ticipation funds, management of assets in participation funds
and payment of supplementary pension insurance benefits.

Depositary

Depositary services have been rendered by UniCredit Bank Czech
Republic and Slovakia, a.s., with its registered office at Zeletavskd
1525/1, 140 92 Praha 4 — Michle, identification number (ICO): 649
48 242 (“the Depositary”) on the basis of a depositary agreement
dated 13 December 2013.
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(b) Basis of preparation of the financial statements

The financial statements have been prepared on the basis of

accounts maintained in accordance with:

— Act No. 563/1991, on Accounting, as amended,

— Regulation No. 501/2002 issued by the Ministry of Finance, as
amended,

— Czech accounting standards for financial institutions, issued by
the Ministry of Finance.

The financial statements have been prepared under the historical
cost convention on the basis of full accrual accounting, except for
selected financial instruments that are stated at fair value.

The financial statements are based on the assumption that the
entity will continue as a going concern and that there is no circum-
stance that would restrict or prevent the entity’s ability to continue
as a going concern in the foreseeable future.

Unless otherwise indicated, all amounts are shown in thousands of
Czech crowns (TCZK). Numbers in brackets represent negative amounts.

These financial statements are non-consolidated.

2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies adopted in the preparation of the
Fund’s financial statements are set out below:

(a) Transaction date

Depending on the transaction type, the transaction date is gene-

rally defined as:

— the date of payment or cash collection,
the date of purchase or sale of foreign currency or securities,

— the date of executing a payment,

— the date on which (foreign currency) funds are credited, as sta-
ted in an account statement,

— thetrade and settlement date for spot transactions, i.e. purcha-
ses or sales of financial instruments or commodities where the
period between concluding and settling the transaction is no
longer than two days,

— the trade and settlement date for derivative transactions.

The Entity has determined that spot transactions (i.e. accounting
transactions involving the purchase or sale of financial assets with
a usual term of delivery) are recorded directly in an appropriate
asset or liability account on the trade date.
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The Fund derecognises a financial asset or part thereof from the
balance sheet if it loses control of the contractual rights to the
financial asset or part thereof. The Fund loses this control if it exer-
cises the rights to the benefits defined in a contract, or if such rights
expire or are waived by the Fund.

When a financial liability or part thereof is extinguished (e.g. the
obligation specified in a contract is discharged or cancelled or
expires), the Entity will no longer recognise the financial liability
or part thereof in the balance sheet. The difference between the
carrying amount of a liability (or part thereof) extinguished
or transferred to another party and the consideration paid is recog-
nised in profit or loss.

(b) Accounts of retirement savings participants

Contributions obtained from participants are recognised in the
Fund’s equity in the following items:

— capital funds,

— share premium.

(c) Recognition of receivables relating to state contributions
to participants

The Fund does not recognise any receivables from the Ministry of
Finance relating to state contributions paid to participants. State
contributions are recognised as and when received from the
Ministry of Finance.

(d) Securities

Initial recognition
Upon initial recognition, securities are measured at cost, which
includes direct transaction costs.

Subsequent measuring

For the purposes of subsequent measurement, securities that are
recognised in assets and that are not considered investments
in group undertakings or associated companies, are recognised
as securities measured at fair value through profit or loss.

Securities measured at fair value through profit or loss
Securities in this portfolio must meet one of the following criteria:
1. Securities are intended for trading
2. Upon initial recognition, the entity classifies the security as

a security measured at fair value through profit or loss
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Securities measured at fair value through profit or loss are recog-
nised at fair value.

Gains/losses from this measurement are recognised in profit or loss
under “Gain or loss from financial operations”. For debt securities,
the entity first recognises interest income under “Interest income
and similar income” and subsequently recognises the revaluation
to fair value under “Gain or loss from financial operations”.

Fair value
The Fund determines fair value in accordance with International
Financial Reporting Standards as adopted by the European Union.

Fair value means a market value that is announced on the local or
foreign exchange or on other public (organised) market. The Fund
uses the market value that is announced no later than the date of
preparation of the financial statements and that is closest to that
date. If the market value is not available or if it does not appropri-
ately reflect the fair value, the fair value is determined using a
qualified estimate.

Interest income

Interest income primarily include debt security coupons and the
accrued/deferred income. Interest incomes/expenses are recogni-
sed on an accrual basis using a straight-line method.

Derecognition of securities
When securities are sold, the entity uses the average cost method
to measure their disposal.

(e) Reverse repurchase agreements

Transactions where securities purchased under a resale agreement
(reverse repurchase agreement) at a predetermined price are
accounted for as loans collateralised by the securities that are
being purchased and resold.

These loans are recognised in the balance sheet under “Receiva-
bles from banks and credit unions” or “Receivables from customers
— credit union members”.

Securities received under reverse repurchase agreements are only
recorded in the off-balance sheet under “Collaterals and pledges
received”.

Income arising from reverse repurchase agreements as the diffe-
rence between the selling and purchase price is accrued over the
period of the transaction and recognised in the income statement
as “Interest income and similar income”.

77



C — Notes to the financial statements 2018

(f) Foreign currency translation

Transactions denominated in foreign currencies are recorded in the
local currency at the Czech National Bank official rate prevailing
on the transaction date.

Assets and liabilities denominated in foreign currencies, together
with unsettled foreign exchange spot transactions, are translated
into the local currency at the Czech National Bank official rate
prevailing as at the balance sheet date. The net foreign exchange
gain/loss arising from the translation of foreign currency assets and
liabilities, except for investments denominated in foreign currencies
and items that hedge currency risk resulting from agreements not
yet recorded in the Fund’s balance sheet or from expected future
transactions, is recognised in the income statement as “Gain or loss
from financial operations”.

(g) Taxation

Current tax

Non-tax deductible expenses are added to, and non-taxable
income is deducted from, the profit for the period before tax to ar-
rive at the taxable income, which is further adjusted for tax allo-
wances and relevant credits.

Deferred tax

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies. As a result,
the Fund did not recognise deferred tax on temporary differences
between the carrying and tax value of assets and liabilities.

(h) Corrections of prior period errors and changes in accounting
policies

Corrections to prior period expenses or income dre recognised as
current period expenses or income, with the exception of correcti-
ons of material errors relating to prior periods.

Corrections of material errors in the recognition of prior period
income or expenses and changes in accounting policies are recog-
nised under “Retained profits (or accumulated losses)” in the Fund’s
balance sheet.

In the period from 1 January 2018 to 31 December 2018, the

Fund did not make any corrections of material errors or changes
in accounting policies.
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3. INTEREST INCOME AND SIMILAR INCOME

TCZK 2018 2017
Interest on debt securities 790 3,862
Interest on current accounts and term deposits 6,401 440
TOTAL 7191 4,302

4. FEE AND COMMISSION EXPENSE

TCZK 2018 2017
Fee for management of assets (3,145) (1,937)
Fee for appreciation of assets - 1)
TOTAL (3145) (1,938)

The fee for management of the Fund'’s assets is 0.4% (2017: 0.4%)
of the average annual value of the Fund’s capital.

The fee for appreciation of assets is calculated as 10% (2017: 10%)
share of the difference between the averague value of the pension
unit and the highest average annual value of the pension unit since
the creation of the Fund multiplied by the average number o pen-
sion unites in the year.

5. GAIN OR LOSS FROM FINANCIAL OPERATIONS

TCZK 2018 2017
Gain/loss from securities transactions (899) (10,130)
TOTAL (899) (10,130)

6. REVENUES BY GEOGRAPHICAL SEGMENTS

TCZK CR EU Non-EU Total
2018

Interest income and similar income 7,191 - - 7,191
Gain or loss from financial operations (899) - - (899)
TOTAL 6,292 - - 6,292
2017

Interest income and similar income 4302 - - 4302
Gain or loss from financial operations (10,130) - - (10,130)
TOTAL (5,828) - - (5,828)

Annual Report 2018 | Allianz penzijni spole¢nost, a.s.

C — Notes to the financial statements 2018

7. TRANSACTIONS WITH RELATED PARTIES

(b) Analysis of debt securities measured at fair value through
profit or loss

TCZK 31.12.2018 31.12.2017
Receivables / (Payables) TCZK 31.12.2018 31.12.2017
Fee for management paid to the Company (198) (27) Issued by government institutions
Fee for appreciation of assets paid to the Company - (1) - Listed on exchange in the Czech Republic 147,068 213,644
TOTAL (198) (28) TOTAL 147,068 213,684
TCZK 2018 2017 As at 31 December 2018 securities costing TCZK 147,068 (as at 31
Expenses December 2017: TCZK 213,664 ) are traded at the Prague Stock
Fee for management paid to the Company (3,145) (1,937) Excha nge.
Fee for appreciation of assets paid to the Company - 1)
TOTAL (3,145) (1,938)
10. OTHER LIABILITIES
TCZK 31.12.2018 31.12.2017
Off-balance sheet assets TCZK 31.12.2018 31.12.2017
Values placed under management 961,172 624,390 Payables to participants 7,673 2,773
TOTAL 961,172 624,390 Estimated payables 198 28
TOTAL 7871 2,801
8. RECEIVABLES FROM BANKS AND CREDIT UNIONS
1. EQUITY
TCZK 31.12.2018 31.12.2017
Current accounts at banks 106,006 119,927 TCZK 31.12.2018 31.12.2017
Term deposits 16176 143,849 Fund's equity (TCZK) 961,172 624,390
Reverse repurchase agreements 699,760 149,950 Number of retirement units (pieces) 936,880,932 610,469,984
TOTAL 821,942 A13,527 Fund's equity per one retirement unit 1.0259 1.0228

As at 31 December 2018, the Fund acquired treasury bill
CZ0001005581 at the market value of TCZK 683,937 within reverse
repurchase agreements. Treasury bills are recorded in the off-ba-
lance sheet in “Collaterals and pledges received”.

9. DEBT SECURITIES

(a) Classification of debt securities into individual portfolios
based on the Fund’s intention

TCZK 31.12.2018 31.12.2017
Debt securities at fair value through profit or loss 147,068 213,644
NET BOOK VALUE 147,068 213,644
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The current value of a retirement unit is defined as the value of the
pension fund’s equity which reflects the corresponding portion of
standard expenses having an impact on the pension fund'’s equity,
as at the date on which the current value of the retirement unit
relating to one retirement unit is determined. Retirement units are
recorded in personal retirement accounts of all participants in
relation to the pension fund as at the date on which the current
value of the retirement unit is determined.
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Credited and written-off retirement units

Number Value of retirement units Value of retirement units
TCZK of retirement units (nominal value) (share premium)
Balance at 1 January 2017 352,793,023 352,793 11,373
Credited retirement units 337,706,408 337,706 10,043
Written-off retirement units (80,029,447) (80,029) (2,403)
BALANCE AT 31 DECEMBER 2017 610,469,984 610,470 19,013
Credited retirement units 471,593,903 471,594 10,507
Written-off retirement units (145,182,955) (145,183) (3,261)
BALANCE AT 31 DECEMBER 2018 936,880,932 936,881 26,259

Benefits paid

2018 2017
Number of contracts 1,584 865
Total benefits paid (in TCZK) 140,912 76,168

The number of contracts corresponds with the total number of ter-
minated one-off benefits. The participant’s contributions can be
invested in several funds depending on the chosen strategy.

12. ACCOUNTS OF PARTICIPANTS

TCZK 31.12.2018 31.12.2017
Participants’ and employers’ contributions 963,117 629,483
Fund's appreciation (1,945) (5,093)
Total 961,172 624,390

13. PROPOSED PROFIT DISTRIBUTION

As at the balance sheet date, the board of directors of the Com-
pany did not decide on the distribution of loss of TCZK 3,147 for
the period ended 31 December 2018. Prior period loss of TCZK
7,766 was allocated to Retained earnings.

14. INCOME TAX

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies.
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15. VALUES PLACED UNDER MANAGEMENT

The Fund placed all of its assets under management of the Com-
pany. Values placed under management represent Fund’s equity.

16. FINANCIAL INSTRUMENTS - MARKET RISK

The Fund is exposed to market risks arising from the open positions
of transactions involving interest rate, equity and currency instru-
ments that are sensitive to changes in financial market conditions.

(a) Rizeni rizik

The Fund uses as primary risk management tool limits on the share
of individual types of financial instruments in the Fund’s portfolio,
as prescribed under Act No. 427/2011 Coll. on Supplementary Pen-
sion Savings, the Statutes and the investment strategy.

Market risks are measured using the Value at Risk (“VaR") method.
Value at Risk represents a potential loss arising from unfavourable
market movements within a certain time period at a certain confi-
dence level. The Fund determines Value at Risk through stochastic
simulation of a large number of scenarios of potential changes in
the financial markets. Value at Risk is measured based on a one-
day holding period and a confidence level of 95%. The results of
this model are back-tested on a daily basis and compared with the
actual results achieved in the financial markets. If the Fund identi-
fies any inaccuracies, the model is adjusted to be in line with the
current trend in the financial markets. The Value at Risk relating to
individual types of risks was as follows:
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at 31. 12 Average at 31. 12, Average
In% 2018 2018 2017 2017
VaR for interest rate instruments 0,03 0,03 0,12 0,12

As a result of its activities, the Fund is exposed to a certain number
of risks. The Fund'’s approach to managing these risks is described
below.

(b) Liquidity risk

Liquidity risk includes both the risk that the Fund is unable to finance
its assets using instruments with appropriate maturity and the risk
that the Fund is unable to dispose of its assets for the appropriate
price within the appropriate time period.

The Fund presents contributions received from participants, the
State and third parties in favour of the participants under liabilities.
The company’s equity represents a minority source of financing.

Residual maturity cannot be specified for liabilities to participants
in supplementary pension savings/supplementary pension insu-
rance due to the nature of the product and because payment of
the benefit can be requested after the entitlement to the benefit
arises.

The Fund regularly assesses liquidity risk, in particular by monito-
ring changes in the structure of inflows and outflows of partici-
pants’ accounts. The Fund also holds, as part of its liquidity risk
management strategy, a portion of its assets in highly liquid instru-
ments such as state treasury bills and similar government bonds.

Annual Report 2018 | Allianz penzijni spole¢nost, a.s.

81



C — Notes to the financial statements 2018

Residual maturity of the Fund’s assets and liabilities

Upto3 3 months 1 year Over Not
TCZK months to 1 year to 5 years to 5 years specified Total
At 31 December 2018
Receivables from banks 122,182 699,760 821,942
Debt securities 39,985 45,719 61364 147,068
Other assets 33 33
TOTAL 162,200 699,760 45,719 61,364 969,043
Payables from participants’ contributions 7,673 7,673
Other liabilities 198 198
Provisions
Equity 961,172 961,172
TOTAL 7,871 - - - 961,172 969,043
Gap 154,329 699,760 45,719 61,364 (961,172)
CUMULATIVE GAP 154,329 854,089 899,808 961,172 -
At 31 December 2017
Receivables from banks 413,527 413,527
Debt securities 6,044 60,952 146,668 213,664
TOTAL 419,571 - 60,952 146,668 627,191
Payables from participants’ contributions 2,773 2,773
Other liabilities 28 28
Provisions
Equity 624,390 624,390
TOTAL 2,801 - - - 627,191
Gap 416,770 60,952 146,668 (624,390)
CUMULATIVE GAP 416,770 416,770 477,722 624,390 -

The above tables show the residual maturity of the carrying
amounts of the individual financial instruments, not the total cash
flows generated by these instruments.

(c) Currency risk
As at 31 December 2018 and as at 31 December 2017, all of the

Fund’s assets and liabilities were denominated in CZK. The Fund
was not thus exposed to currency risk in the relevant period.
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17. FINANCIAL INSTRUMENTS - CREDIT RISK

The Fund is exposed to the risk that the issuer of a security that was
acquired in the Fund’s portfolio or other counterparty does not meet
its obligation to pay the agreed interest or principal. As the Fund only
invests in securities with a high credit rating, the risk is minimal.

18. MATERIAL SUBSEQUENT EVENTS

The Company’s management is not aware of any events that have

occurred and that would require an adjustment of the financial sta-
tements as at 31 December 2018.

Date of preparation 29 March 2019

Stamp and signature of statutory representative:

Name and signature: Person responsible for accounting

Ing. Dudan Quis Ing. Anna Svehlovd

Name arid signature: Person responsible for financial statements
Ing. Sonia Mihaylova Ing. Anna Svehlové

Slavtcheva, MBA
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ALLIANZ VYVAZENY UCASTNICKY FOND,
ALLIANZ PENZIJNi SPOLECNOST, A.S.

In accordance with Sec. 44 of Decree No. 117/2012 Coll., on detailed regulation of activities of subscriber funds and pension funds,
Allianz penzijni spolecnost, a. s. presents its Annual Report pursuant to Sec. 42, paragraph 1 of the said Decree.

Allianz Balanced Subscriber Fund by Allianz penzijni spolecnost, a. s. (hereinafter referred to as the ,balanced
fund”) was formed as a subscriber fund pursuant to Act No. 427/2011 Coll., on supplementary pension
savings, for the purpose of operating supplementary pension saving schemes in the so-called 3rd pillar

of the pension system, which consists of collecting contributions from subscribers, employers and the state
pursuant to the said Act for placement of the same in subscriber funds, managing assets held in subscriber
funds and payment of benefits under supplementary pension schemes.

The balanced fund is a set of assets belonging to all subscribers
and other parties who became beneficiaries of subscriber funds,
all on a prorated basis according to the number of pension units.

Assets held in the balanced fund are managed by the pension
management company in its name and on subscriber’s account.
The assets are not part of assets of the pension management
company that manages the fund’s assets. The balanced fund
is a fund pursuing a balanced investment strategy.

A) INFORMATION ABOUT THE PENSION MANAGEMENT
COMPANY MANAGING THE FUND

Name: Allianz penzijni spole¢nost, a. s.
Registered office: Ke Stvanici 656/3, 186 00, Prague 8
E-mail and website: info@allianz.cz, www.allianz.cz
Commercial register: Municipal Court of Prague,

section B, file 4972
Corporate ID number: 256126 03
Registered capital: 50 100 000 K¢
Shareholder: Allianz pojistovna, a. s. (100 %)
Auditor: KPMG Ceskd republika Audit, s.r.0.

Allianz penzijni spole¢nost, a.s. (hereinafter referred to as ,pension
management company”) has been managing the transformed
fund since 1 January 2013. Czech National Bank approved the
Statute of Allianz transformed fund in connection with the
transformation of Allianz penzijni fond, a.s. on 24 October 2012
under reference no. 2012/10254/570.

B) INFORMATION ABOUT THE FUND'S PORTFOLIO MANAGERS
The investment manager of the transformed fund is Allianz penzijni
spolecnost, a.s. (hereinafter referred to as the “pension manage-
ment company”), entered in the Commercial Register maintained

by the Municipal Court of Prague, section B, file 4972.

Portfolio managers: Petr Podolka, Jifi Snobl
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C) INFORMATION ABOUT THE FUND’S DEPOSITARY
during the specified period, and about the term of its engagement

The new depositary of the balanced fund as of 3 January 2014 is
UniCredit Bank Czech Republic and Slovakia, a. s., having its regis-
tered office at: Zeletavskd 1525/1, postal code: 140 92, Prague 4 —
Michle, entered in the Commercial Register maintained by the
Municipal Court of Prague under section B, file 3608, corporate ID
no. 64 94 82 42.(hereinafter referred to as the ,Depositary”).

D) INFORMATION ABOUT THE PARTY ENSURING CUSTODY
OR OTHER SAFEKEEPING OF THE FUND’S ASSETS,

if more than 1% of the fund’s assets are kept or otherwise held in
custody with the said party

Only the Depositary ensures custody or control over the dynamic
fund'’s assets.
E) IDENTIFICATION OF ASSETS EXCEEDING 1% OF VALUE

OF THE FUND’S ASSETS

as of 31 December 2018, stating the total acquisition price and fair
value as at the end of the specified period
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Nazev cenného

ISIN papiru
€Z0001004105 CRvar/27
US4642872000 iShare Core S&P 500 ETF
US8085247067 Schwab EM
US8085248883 SCHWAB_ETF
US9229083632 VANGUARD S&P 500 ETF
IEO0BKMA4GZ66 iShares MSCI
LU0378453376 ComStage ETF Nikkei 225

IEO0B5BMR087 ETF iShares Core S&P 500 UCITS
IEO0BAL5YX21 iShare Japan
US46432F8344 iShares IntExUS
IEOOB3XXRP09 VanguardSP500
IEO0B60SWX25 SourceEuStoxx50
IEOOBWC52L19 PIMCOGIGCZK
XS1799097073 BNP var/25
Depozitum J&T Banka
Reverzni REPO PPF banka
Hotovost UniCredit Bank
Hotovost Komer¢ni banka

F) INFORMATION ABOUT LITIGATIONS OR ARBITRATIONS
INVOLVING THE FUND’S ASSETS

In 2018, there were no litigations or arbitrations concerning the
balanced fund.

G) INFORMATION ABOUT THE FUND'S NET ASSETS AND NET
ASSETS ATTRIBUTABLE TO ONE PENSION UNIT
FOR THE LAST THREE PERIODS

Unit price NAV*

(CZK) (CZK)

31.12.2015 1,0713 138 858 575,39
31122016 1,0950 271260 170,87
31.12.2017 1,0871 484752 433,26
31122018 1,0478 726 890 803,31

* Net asset value (NAV)

H) DEVELOPMENT OF THE PENSION UNIT VALUE IN 2018

1,10

Pofizovaci cena Redlna hodnota Podil na majetku

Ména Typ (v tis. K¢) (v tis. K¢) fondu
CZK Statni dluhopisy 15107 15341 2,10
usb Podilové listy 6461 7 681 1,05
usb Podilové listy 12 754 11426 156
usD Podilové listy 16 384 13 080 1,79
usD Podilové listy 16 452 15 480 2,12
usD Podilové listy 17 342 17 252 236
EUR Podilové listy 18 540 17 951 245
usD Podilové listy 26529 24985 342
EUR Podilové listy 29 897 28907 3,95
usD Podilové listy 38717 33950 4,64
usD Podilové listy 37188 38915 532
EUR Podilové listy 52 420 46736 6,39
CZK Podilové listy 65000 61136 836
CZK  Korpordatni dluhopisy 9630 9185 126
CZK Penézni trh 22191 22191 3,03
CZK Penézni trh 270018 270018 3691
CZK Penézni trh 34232 34232 4,68
CZK Penézni trh 30000 30000 4,10

1) INFORMATION ABOUT THE STRUCTURE OF AND CHANGES
IN THE FUND'S ASSETS

Assets (CZK thousand) 31.12.2017 31.12.2018
Receivables from banks 201077 358 326

a) payable on demand 89 287 66 117

b) other receivables 111790 292 209
Debt securities 68 884 24 526
Stocks, share certificates and other shares 216 962 348 487
Other assets 72 180
Total 486 995 731519

J) INFORMATION ABOUT CONSIDERATION PAID
TO THE DESIGNATED PENSION MANAGEMENT COMPANY
FOR MANAGING THE FUND’S ASSETS

(CZK) 31.12.2017 31.12.2018

Consideration for asset management 2760 4408

The consideration for managing assets of the balanced fund as at
the end of the specified period amounted to 0,8 % of the average
annual value of the fund’s net assets.
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1,00 T T T T T T
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K) INFORMATION ABOUT QUANTITATIVE RESTRICTIONS AND
METHODS APPLIED FOR ASSESSMENT OF RISK ASSOCIATED
WITH TECHNIQUES AND INSTRUMENTS FOR EFFECTIVE
MANAGEMENT OF ASSETS HELD IN THE SUBSCRIBER FUND

The basic risk management tools involve limits applied to shares

of individual financial instrument types held in the portfolio,

defined in compliance with the requirements of Act No. 427/2011

Coll., on supplementary pension savings, the fund’s statute

and investment strategy.
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Independent auditor’s report

English translation

Independent auditor's report

to the participants of the fund Allianz vyvazeny acastnicky fond, Allianz penzijni
spole¢nost, a.s.

Opinion

We have audited the accompanying financial statements of fund Allianz vyvaZzeny Géastnicky fond, Allianz penzijni
spoleénost, a.s., with its registered office at sidlem Ke Stvanici 656/3, Praha 8 (“the Fund®), prepared

in accordance with Czech accounting legislation, which comprise the balance sheet as at 31 December 2018,

the income statement for the year ended 31 December 2018 and notes to the financial statements, which include
significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 31 December 2018, and of its financial performance for the year ended 31 December 2018
in accordance with Czech accounting legislation.

Basis for Opinion

We conducted our andit in accordance with the Act on Auditors and Standards on Auditing of the Chamber

of Auditors of the Czech Republic. These standards consist of International Standards on Auditing (1SAs) which
may be supplemented and modified by related application guidance. Our responsibilities under those standards
are further deseribed in the Auditor's Responsibilities for the Audit of the Financial Statements section

of our report. We are independent of the Fund in accordance with the Act on Auditors and Code of Ethics

for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA)

and accepted by the Chamber of Auditors of the Czech Republic, and we have fulfilled our other ethical
responsibilities in accordance with these regulations. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our opinion.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included
in the Annual Report other than the financial statements and auditor's report thereon. The Statutory body of
Allianz penzijni spoleénost, a.s. is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit

of the financial statements, our responsibility is to read the other information and, in deing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge about the Fund
obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether the other
information has been prepared, in all material respects, in accordance with applicable law and regulation,

in particular, whether the other information complies with law and regulation in terms of formal requirements
and procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance
with these requirements could influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

e  The other information deseribing the facts that are also presented in the financial statements is,
in all material respects, consistent with the financial statements; and

s  The other information is prepared in compliance with applicable law and regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Fund obtained
in the audit, on whether the other information contains any material misstatement of fact. Based

on the procedures we have performed on the other information obtained, we have not identified any material
misstatement of fact.

PricewaterhouseCoopers Audit, s.r.0., Hvézdova 1734/ 2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
F: 4420 251 156 111, 1o, proc.con/ee
PricewaterhouseCoopers Audit, s.r.o. registersd seat Hvéedova 1734/2¢, 140 00 Prague 4, Crach Republic, identification Numbsar: 40765521, registered with the

Cammercial Register kept by the Municipal Court in Prague, Section C, Insent 3637, and in the Register of Audit Companies with the Chamber of Auditers of the Crech
Republic under Licence Mo, 021
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Independent auditor’s report

Responsibilities of the Statutory body of Allianz penzijni spolecnost, a.s for the Financial Statements

The Statutory body of Allianz penzijni spolefnost, a.s. is responsible for the preparation and fair presentation

of the Fund’s financial statements in accordance with Czech accounting legislation and for such internal control
as the Statutory body determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Statutory body of Allianz penzijni spoleénost, a.s. is responsible

for assessing the Fund's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Statutory body either intends to liquidate
the Fund or to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the above stated requirements will always detect a material misstatement when it exists. Misstatements

can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Ag part of an audit in accordance with the above stated requirements, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls,

#  Obtain an understanding of internal controls of Allianz penzijni spoleénost, a.s. relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internal controls.

¢  FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Statutory body of Allianz penzijni spoleénost, a.s.

* Conclude on the appropriateness of the Statutory body of Allianz penzijni spoletnost, a.s. use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Fund to cease to continue as a going concern.

¢  Evaluate the overall presentation, structure and content of the financial statements, including the notes,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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Independent auditor’s report

We communicate with the Statutory body regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify

during our audit.

ag March 2019

PricewaterhouseCoopers Audit, s.r.0.
represented by

Marek Richter
Statutory Auditor, Licence No. 1800

This report is addressed to the participants of Allianz vyvazeny uéastnicky fond, Allianz penzijni spoleénost, a.s.

Translation nate

This version of our report is a translation from the onginal, which was prepared in the Czech language. All possible care has been taken to ensure that the translation
15 an accurate representation of the anginal. However, in all matters of interpretation of information, views of opinions, the Czech version of our repar takes precedence

aver this franslafion.
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C — Allianz Balanced Subscriber Fund, Allianz penzijni spole¢nost, a.s.

BALANCE SHEET

AS AT 31 D ECE M BE R 201 8 (Translated from the Czech original)

11

12
14
15

10

92

ASSETS

Receivables from banks and credit unions

of which:  a) repayable on demand
b) other receivables

Debt securities

of which:  a) issued by government institutions
b) issued by other entities

Shares, units and other investments

Other assets

TOTAL ASSETS

LIABILITIES

Other liabilities

Share premium

Capital funds

Retained profits (or accumulated losses)
Profit (loss) for the accounting period
TOTAL LIABILITIES

OFF-BALANCE SHEET ITEMS
Off-balance sheet assets

Values placed under management
OFF-BALANCE SHEET LIABILITIES

Collaterals and pledges received

10

11

12
13
13
15
15

17

358326 201077
66117 89 287
292 209 111790
24526 68 884
15341 68 884
9185
348 487 216962
180 72
731519 486995
4628 2282
53442 32914
693 653 445 893
5946 9166
(26 150) (3 220)
731519 486995
726 891 484753
263 604
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C — Allianz Balanced Subscriber Fund, Allianz penzijni spolec¢nost, a.s.

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

(Translated from the Czech original)

1 Interest income and similar income 3

of which: interest on debt securities

3 Income from shares and ownership interests 4
5 Commission and fee expense 5
6 Gain or loss from financial operations 6
19 Current year profit (loss) from ordinary activities before tax

24 Net profit (loss) for the period
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201076
89 286
3704

(@ 427)
(28 434)
(26 150)
(26 150)

2317
2027
2266

(3 586)

(4218)

(3 221)

(3221)
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NOTES TO THE FINANCIAL
STATEMENTS 2018

1. GENERAL INFORMATION
(a) Description of the fund

Establishment and description of the fund

Allianz vyvdzeny Gcastnicky fond, Allianz penzijni spole¢nost, a.s.
(“the Fund”) was established by Allianz penzijni spole¢nost, a.s. (“the
Company”), based on a licence granted by the Czech National Bank
under the decision with a reference number 2012/12806/570, dated
21 December 2012 that took effect on 21 December 2012. The Fund
started its activities on 5 February 2013.

Supplementary pension savings participants
As at 31 December 2018, the Fund administered contributions of
23,950 participants in supplementary pension savings.

Information about the pension company

The pension company that manages the Fund’s assets is Allianz penzijni
spole¢nost, a.s,, identification number (ICO) 256 12 603, with its registe-
red office at Ke Stvanici 656/3, 186 00 Prague 8. The Company was re-
gistered in 1994 (formerly Allianz penzijni fond, a.s.). The Company was
granted a licence to operate as a pension company based on a decision
of the Czech National Bank, reference number 2012/10254/570 dated
24 October 2012. The decision took effect on 26 October 2012.

Principal activities of the Company:

a) Accumulation of contributions from participants in supplemen-
tary pension insurance and support provided by the State
in respect of the participants and administration of the contri-
butions pursuant to Act No. 42/1994 Coll.,

b) Accumulation of participants’ contributions, employers’ contri-
butions and state contributions pursuant to Act No. 427/2011
Coll., on Supplementary Pension Savings, to be placed in par-
ticipation funds, management of assets in participation funds
and payment of supplementary pension insurance benefits.

Depositary

Depositary services have been rendered by UniCredit Bank Czech
Republic and Slovakia, a.s., with its registered office at Zeletavskd
1525/1, 140 92 Praha 4 - Michle, identification number (ICO)
649 48 242 (“the Depositary”) on the basis of a depositary
agreement dated 13 December 2013.

(b) Basis of preparation of the financial statements

The financial statements have been prepared on the basis

of accounts maintained in accordance with:

— Act No. 563/1991, on Accounting, as amended,

— Regulation No. 501/2002 issued by the Ministry of Finance, as
amended,

— Czech accounting standards for financial institutions, issued by
the Ministry of Finance.

94

The financial statements have been prepared under the historical
cost convention on the basis of full accrual accounting, except for
selected financial instruments that are stated at fair value.

The financial statements are based on the assumption that the en-
tity will continue as a going concern and that there is no circum-
stance that would restrict or prevent the entity’s ability to continue
as a going concern in the foreseeable future.

Unless otherwise indicated, all amounts are shown in thousands of
Czech crowns (TCZK). Numbers in brackets represent negative amounts.

These financial statements are non-consolidated.

2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies adopted in the preparation of the
Fund’s financial statements are set out below:

(a) Transaction date

Depending on the transaction type, the transaction date is gene-

rally defined as:

— the date of payment or cash collection,

— the date of purchase or sale of foreign currency or securities,

— the date of executing a payment,

— the date on which (foreign currency) funds are credited, as sta-
ted in an account statement,

— thetrade and settlement date for spot transactions, i.e. purcha-
ses or sales of financial instruments or commodities where the
period between concluding and settling the transaction is no
longer than two days,

— the trade and settlement date for derivative transactions.

The Entity has determined that spot transactions (i.e. accounting
transactions involving the purchase or sale of financial assets with
a usual term of delivery) are recorded directly in an appropriate
asset or liability account on the trade date.

The Fund derecognises a financial asset or part thereof from the
balance sheet if it loses control of the contractual rights to the
financial asset or part thereof. The Fund loses this control if it
exercises the rights to the benefits defined in a contract, or if such
rights expire or are waived by the Fund.

When a financial liability or part thereof is extinguished (e.g. the
obligation specified in a contract is discharged or cancelled or
expires), the Entity will no longer recognise the financial liability
or part thereof in the balance sheet. The difference between the
carrying amount of a liability (or part thereof) extinguished
or transferred to another party and the consideration paid is recog-
nised in profit or loss.
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(b) Accounts of retirement savings participants

Contributions obtained from participants are recognised in the
Fund'’s equity in the following items:

— capital funds,

— share premium.

(c) Recognition of receivables relating to state contributions
to participants

The Fund does not recognise any receivables from the Ministry of
Finance relating to state contributions paid to participants. State
contributions are recognised as and when received from the
Ministry of Finance.

(d) Securities

Initial recognition
Upon initial recognition, securities are measured at cost, which in-
cludes direct transaction costs.

Subsequent measuring

For the purposes of subsequent measurement, securities that are
recognised in assets and that are not considered investments in
group undertakings or associated companies, are recognised as
securities measured at fair value through profit or loss.

Securities measured at fair value through profit or loss

Securities in this portfolio must meet one of the following criteria:

1. Securities are intended for trading

2. Upon initial recognition, the entity classifies the security as
a security measured at fair value through profit or loss

Securities measured at fair value through profit or loss are recog-
nised at fair value.

Gains/losses from this measurement are recognised in profit or loss
under “Gain or loss from financial operations”. For debt securities,
the entity first recognises interest income under “Interest income
and similar income” and subsequently recognises the revaluation
to fair value under “Gain or loss from financial operations”.

Fair value
The Fund determines fair value in accordance with International
Financial Reporting Standards as adopted by the European Union.

Fair value means a market value that is announced on the local or
foreign exchange or on other public (organised) market. The Fund
uses the market value that is announced no later than the date of
preparation of the financial statements and that is closest to that
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date. If the market value is not available or if it does not appropri-
ately reflect the fair value, the fair value is determined using a qua-
lified estimate.

Interest income

Interest income primarily include debt security coupons and the
accrued/deferred income. Interest incomes/expenses are recogni-
sed on an accrual basis using a straight-line method.

Derecognition of securities
When securities are sold, the entity uses the average cost method
to measure their disposal.

Dividend income
The Fund recognises dividends on shares/units net of withholding
tax (deducted abroad).

(e) Reverse repurchase agreements

Transactions where securities purchased under a resale agreement
(reverse repurchase agreement) at a predetermined price are
accounted for as loans collateralised by the securities that
are being purchased and resold.

These loans are recognised in the balance sheet under “Receiva-
bles from banks and credit unions” or “Receivables from customers
— credit union members”.

Securities received under reverse repurchase agreements are only recor-
ded in the off-balance sheet under “Collaterals and pledges received”.

Income arising from reverse repurchase agreements as the diffe-
rence between the selling and purchase price is accrued over the
period of the transaction and recognised in the income statement
as “Interest income and similar income”.

(f) Foreign currency translation

Transactions denominated in foreign currencies are recorded in the
local currency at the Czech National Bank official rate prevailing
on the transaction date.

Assets and liabilities denominated in foreign currencies, together
with unsettled foreign exchange spot transactions, are translated
into the local currency at the Czech National Bank official rate pre-
vailing as at the balance sheet date. The net foreign exchange
gain/loss arising from the translation of foreign currency assets and
liabilities, except for investments denominated in foreign currencies
and items that hedge currency risk resulting from agreements not
yet recorded in the Fund’s balance sheet or from expected future
transactions, is recognised in the income statement as “Gain or loss
from financial operations”.
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(g) Taxation

Current tax

Non-tax deductible expenses are added to, and non-taxable in-
come is deducted from, the profit for the period before tax to arrive
at the taxable income, which is further adjusted for tax allowances
and relevant credits.

Deferred tax

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies. As a result,
the Fund did not recognise deferred tax on temporary differences
between the carrying and tax value of assets and liabilities.

(h) Corrections of prior period errors and changes in accounting
policies

Corrections to prior period expenses or income are recognised as
current period expenses or income, with the exception of correcti-
ons of material errors relating to prior periods.

Corrections of material errors in the recognition of prior period in-
come or expenses and changes in accounting policies are recogni-
sed under “Retained profits (or accumulated losses)” in the Fund'’s
balance sheet.

In the period from 1 January 2018 to 31 December 2018, the Fund

did not make any corrections of material errors or changes in ac-
counting policies.

3. INTEREST INCOME AND SIMILAR INCOME

TCZK 2018 2017
Interest on debt securities 343 2,027
Interest on current accounts and term deposits 2,664 290
TOTAL 3,007 3,217

4. INCOME FROM SHARES AND OWNERSHIP INTEREST

TCZK 2018 2017
Dividends received - investments funds 3,704 2,266
Total 3,704 2,266

The fee for management of the Fund’s assets is 0.8% (2017: 0.8%)
of the average annual value of the Fund’s capital.
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The fee for appreciation of assets is calculated as 15% (2017: 15%)
share of the difference between the averague value of the pension
unit and the highest average annual value of the pension unit since
the creation of the Fund multiplied by the average number o pen-
sion unites in the year

5. FEE AND COMMISSION EXPENSE

TCZK 2018 2017
Fee for management of assets (4,408) (2,740)
Fee for appreciation of assets (19) (846)
TOTAL (4,827) (3,586)

6. GAIN OR LOSS FROM FINANCIAL OPERATIONS

tis. K¢ 2018 2017
Gain/loss from share and unit transactions (26,278) 3,138
Gain/loss from debt securities transactions (2,214) (7,017)
Foreign exchange gain/loss 58 (339)
TOTAL (28,434) (8,218)

7. REVENUES BY GEOGRAPHICAL SEGMENTS

TCZK CR EU Non-EU Total
2018

Interest income and similar income 2,851 156 - 3,007
Interest from shares and ownership interests 606 1341 1,757 3,704
Gain or loss from financial operations (480) (16,183) (11,771) (28,434)
TOTAL 2977 (14,686) (10,014) (21,723)
2017

Interest income and similar income

Interest from shares and ownership interests 2,305 12 - 2,317,
Gain or loss from financial operations - 1,154 1112 2,266
TOTAL (6,552) 1779 555 (8,218)
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8. TRANSACTIONS WITH RELATED PARTIES

(b) Analysis of debt securities measured at fair value through
profit or loss

TCZK 31.12.2018 31.12.2017
Receivables / (Payables) TCZK 31.12.2018 31.12.2017
Fee for management paid to the Company 197 163 Issued by other financial institutions
Fee for appreciation of assets paid to the Company (19) (846) - Listed on another exchange 9,185
TOTAL 178 (683)
Issued by government institutions
TCZK 2018 2017 - Listed on exchange in the Czech Republic 15,341 60,455
Expenses - Listed on another exchange - 8,429
Fee for management paid to the Company (4,408) (2,740) TOTAL 24,526 68,884
Fee for appreciation of assets paid to the Company (19) (846)
TOTAL (4,427) (3,586) Securities listed on another exchange with a market value of TCZK
9,185 at 31 December 2018 (31 December 2017: TCZK 8,429 ) are
TCZK 31.12.2018 31.12.2017 traded mainly on OECD markets.
Off-balance sheet assets
Values placed under management 726,891 484,753
TOTAL 726,891 484,753 11. SHARES, UNITS AND OTHER INVESTMENTS

9. RECEIVABLES FROM BANKS AND CREDIT UNIONS

TCZK 31.12.2018 31.12.2017
Current accounts at banks 66,117 89,287
Term deposits 22,191 111,790
Reverse reo 270,118

TOTAL 358,326 201,077

As at 31 December 2018, the Fund acquired treasury bill
CZ0001005581 at the market value of TCZK 263,604 within reverse
repurchase agreements. Treasury bills are recorded in the off-ba-
lance sheet in “Collaterals and pledges received”.

10. DEBT SECURITIES

(a) Classification of debt securities into individual portfolios
based on the Fund’s intention

TCZK 31.12.2018 31.12.2017
Debt securities at fair value through profit or loss 24,526 68,884
NET BOOK VALUE 24,526 68,884
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(a) Classification of shares, units and other investments into
individual portfolios based on the Fund’s intentions

TCZK 31.12.2018 31.12.2017
Shares measured at fair value through profit or loss 22,016 12,125
Units measured at fair value through profit or loss 326,471 204,837
NET BOOK VALUE 348,487 216,962

(b) Analysis of shares, units and other available-for-sale

investments

TCZK 31.12.2018 31.12.2017
Market value Market value

Issued by investment funds

- Listed on exchange in the Czech Republic 3,507 8,298

- Listed on another exchange 336,147 208,664

Issued by government institutions

- Listed on exchange in the Czech Republic 8,833

- Listed on another exchange

TOTAL 348,487 216 962

Securities listed on another exchange with a market value of TCZK
336,147 at 31 December 2018 (31 December 2017: TCZK 208,664)
are traded mainly on OECD markets.
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12. OTHER LIABILITIES

TCZK 31.12.2018 31.12.2017
Payables to participants 4,806 1,559
Estimated payables (178) 683
TOTAL 4,628 2,282
13. EQUITY
TCZK 31.12.2018 31.12.2017
Fund's equity (TCZK) 726,891 484,753
Number of retirement units (pieces) 693,727,661 445,893,255
Fund's equity per one retirement unit 1.0478 1.0871

The current value of a retirement unit is defined as the value of the
pension fund’s equity which reflects the corresponding portion
of standard expenses having an impact on the pension fund'’s
equity, as at the date on which the current value of the retirement
unit relating to one retirement unit is determined. Retirement units
are recorded in personal retirement accounts of all participants
in relation to the pension fund as at the date on which the current
value of the retirement unit is determined.

Credited and written-off retirement units

Number Value of retirement units Value of retirement units
TCZK of retirement units (nominal value) (share premium)
Balance at 1 January 2017 247,716,188 247,716 14379
Credited retirement units 252,520,794 252,521 23,589
Written-off retirement units (54,343,728) (54,344) (5,054)
BALANCE AT 31 DECEMBER 2017 445,893,254 445,893 32914
Credited retirement units 343,429,865 343,430 28,416
Written-off retirement units (95,595,458) (95,595) (7,887)
BALANCE AT 31 DECEMBER 2018 693,727,661 693,728 53,443
Benefits paid 14. ACCOUNTS OF PARTICIPANTS
2018 2017 TCZK 31.12.2018 31.12.2017
Number of contracts 1,193 734 Participants’ and employers' contributions 747,096 478,807
Total benefits paid (in TCZK) 69,197 37,232 Fund's appreciation (20,205) 5,946
TOTAL 726,891 484,753

The number of contracts corresponds with the total number
of terminated one-off benefits. One contract may occur in a num-
ber of funds.
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15. PROPOSED PROFIT DISTRIBUTION

As at the balance sheet date, the board of directors of the
Company did not decide on the distribution of loss of TCZK 26,150
for the period ended 31 December 2018. Prior period loss totalling
TCZK 3,221 was allocated to Retained profits.

16. INCOME TAX

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies.

17. VALUES PLACED UNDER MANAGEMENT

The Fund placed all of its assets under management of the
Company. Values placed under management represent total
assets of the Fund'’s equity.

18. FINANCIAL INSTRUMENTS - MARKET RISK

The Fund is exposed to market risks arising from the open positions
of transactions involving interest rate, equity and currency instru-
ments that are sensitive to changes in financial market conditions.

(a) Risk management

The Fund uses as primary risk management tool limits on the share
of individual types of financial instruments in the Fund'’s portfolio,
as prescribed under Act No. 427/2011 Coll. on Supplementary Pen-
sion Savings, the Statutes and the investment strategy.

Market risks are measured using the Value at Risk (“VaR") method.
Value at Risk represents a potential loss arising from unfavourable
market movements within a certain time period at a certain confi-
dence level. The Fund determines Value at Risk through stochastic
simulation of a large number of scenarios of potential changes
in the financial markets. Value at Risk is measured based on a one-
day holding period and a confidence level of 95%. The results
of this model are back-tested on a daily basis and compared with
the actual results achieved in the financial markets. If the Fund
identifies any inaccuracies, the model is adjusted to be in line with
the current trend in the financial markets. The Value at Risk relating
to individual types of risks was as follows:
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at 31. 12. Average at 31. 12. Average

In% 2018 2018 2017 2017
VaR for interest rate instruments 0.02 0.04 0.05 0.06
VaR for equity instruments 226 2.09 0.56 053

As a result of its activities, the Fund is exposed to certain risks. The
Fund’s approach to managing these risks is described below.

(b) Liquidity risk

Liquidity risk includes both the risk that the Fund is unable
to finance its assets using instruments with appropriate maturity
and the risk that the Fund is unable to dispose of its assets for the
appropriate price within the appropriate time period.

The Fund presents contributions received from participants, the
State and third parties in favour of the participants under liabilities.
The Company'’s equity represents a minority source of financing.

Residual maturity cannot be specified for liabilities to participants
in supplementary pension savings/supplementary pension insu-
rance due to the nature of the product and because payment of
the benefit can be requested after the entitlement to the benefit
arises.

The Fund regularly assesses liquidity risk, in particular by monito-
ring changes in the structure of inflows and outflows of partici-
pants’ accounts. The Fund also holds, as part of its liquidity risk
management strategy, a portion of its assets in highly liquid instru-
ments such as state treasury bills and similar government bonds.
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Residual maturity of the Fund’s assets and liabilities The Fund'’s foreign currency position
Upto3 3 months 1year Over Not TCZK EUR 1)) CzK OTHER TOTAL
TCZK months to 1 year to 5 years to 5 years specified Total At 31 December 2018
At 31 December 2018 Receivables from banks - 1242 356 441 340 358326
Receivables from banks 358,326 - - - - 358,326 Debt securities R R 24526 - 24526
Debt securities - - - 24,526 - 24,526 Shares, units and other investments 96 653 171741 73 476 6617 348 487
Shares, units and other investments - - - - 348,487 348,487 Other assets - R 180 - 180
Other assets 180 - - - - 180 TOTAL 96 653 172983 454 623 6957 731519
TOTAL 358,506 - - 24,526 348,487 731,519
Payables from participants’ contributions 4,806 - - - - 4,806 Payables from participants’ contributions - - 4806 - 4806
Other libilities (178) - - - - (178) Other liabilities - - (178) . (178)
Equity - - - - 726,891 726,891 Equity - - - 726 891 726 891
Total 4,628 - - - 726,891 731,519 TOTAL g g 5 726 891 731519
Gap 353,878 - - 24,526 (378,404) - Net foreign currency position 96 653 172 983 449 995 (719 934)
CUMULATIVE GAP 353,878 353,878 353,878 378,404 - -
At 31 December 2017
At 31 December 2017 Receivables from banks 128 1028 199 921 - 201077
Receivables from banks 201,077 - - - - 201,077 Debt securities R R 68 884 - 68 884
Debt securities - - 29,657 39,227 - 68,884 Shares, units and other investments 85948 93110 37904 - 216 962
Shares, units and other investments - - - - 216,962 216,962 Other assets - - 72 . 72
Other assets 72 - - - - 72 TOTAL 86 076 94 138 306 781 5 486 995
TOTAL 201,149 - 29,657 39,227 216,962 486,955
Payables from participants’ contributions - - 1559 - 1559
Payables from participants’ contributions 1,559 - - - - 1,559 Other assets - R 683 683
Other liabilities 683 - - - - 683 Equity R R 484,753 484,753
Equity - - - - 484,753 484,753 TOTAL 2,202 484,753 486,995
Total 2282 - - - 484,753 486,995 Net foreign currency position 86,076 94,138 304,539 (484,753)
Gap 198,907 - 29,657 39,227 (267,791)
CUMULATIVE GAP 198,907 198,907 228,564 367,791 - .
19. FINANCIAL INSTRUMENTS - CREDIT RISK Date of preparation 29 March 2019
The remaining maturity of assets and liabilities of the Fund The Fund is exposed to the risk that the issuer of a security that was ~ Stamp and signature of statutory representative:
acquired in the Fund’s portfolio or other counterparty does not meet
The above tables represent the remaining maturity of carrying its obligation to pay the agreed interest or principal. As the Fundonly ~ Name and signature: Person responsible for accounting
amounts of the individual financial instruments, and not all the invests in securities with a high credit rating, the risk is minimal. Ing. Dusan Quis Ing. Anna Svehlova

cash flows which follow from these instruments.

ol O,

20. MATERIAL SUBSEQUENT EVENTS

(c) Currency risk

The Company’s management is not aware of any events that have ~ Name arid signature: Person responsible for financial statements
Assets and liabilities denominated in foreign currency, including off- occurred and that would require an adjustment of the financial sta-  Ing. Sonia Mihaylova Ing. Anna Svehlovéd
balance sheet exposures, represent the Fund’s exposure to currency tements as at 31 December 2018. Slavtcheva, MBA
risks. Both realised and unrealised foreign exchange gains and losses M&'a&
are reported directly in the income statement. The Fund's foreign cur-

rency position in the most significant currencies is as follows:
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ALLIANZ DYNAMICKY UCASTNICKY FOND,
ALLIANZ PENZIJNi SPOLECNOST, A.S.

In accordance with Sec. 44 of Decree No. 117/2012 Coll., on detailed regulation of activities of subscriber funds and pension funds,
Allianz penzijni spolecnost, a. s. presents its Annual Report pursuant to Sec. 42, paragraph 1 of the said Decree.

Allianz Dynamic Subscriber Fund by Allianz penzijni spolecnost, a. s. (hereinafter referred to as the ,,dynamic
fund”) was formed as a subscriber fund pursuant to Act No. 427/2011 Coll., on supplementary pension
savings, for the purpose of operating supplementary pension saving schemes in the so-called 3rd pillar

of the pension system, which consists of collecting contributions from subscribers, employers and the state
pursuant to the said Act for placement of the same in subscriber funds, managing assets held in subscriber
funds and payment of benefits under supplementary pension schemes.

The dynamic fund is a set of assets belonging to all subscribers and
other parties who became beneficiaries of subscriber funds, all on
a prorated basis according to the number of pension units.

Assets held in the dynamic fund are managed by the pension ma-
nagement company in its name and on subscriber’s account. The
assets are not part of assets of the pension management company
that manages the fund’s assets. The dynamic fund is a fund pursu-
ing a dynamic investment strategy.

A) INFORMATION ABOUT THE PENSION MANAGEMENT
COMPANY MANAGING THE FUND

Name: Allianz penzijni spole¢nost, a. s.
Registered office: Ke Stvanici 656/3, 186 00, Prague 8

E-mail and website:
Commercial register:

Corporate ID number:
Registered capital:

info@allianz.cz, www.allianz.cz
Municipal Court of Prague,
section B, file 4972

25612603

50 100 000 K¢

Shareholder: Allianz pojistovna, a. s. (100 %)
Auditor: KPMG Ceskd republika Audit, s.r.0.

Allianz penzijni spole¢nost, a.s. (hereinafter referred to as ,pension
management company”) has been managing the transformed
fund since 1 January 2013. Czech National Bank approved the
Statute of Allianz transformed fund in connection with the
transformation of Allianz penzijni fond, a.s. on 24 October 2012
under reference no. 2012/10254/570.

B) INFORMATION ABOUT THE FUND'S PORTFOLIO MANAGERS
The investment manager of the transformed fund is Allianz penzijni
spolecnost, a.s. (hereinafter referred to as the “pension manage-
ment company”), entered in the Commercial Register maintained

by the Municipal Court of Prague, section B, file 4972.

Portfolio managers: Petr Podolka, Jifi Snobl

104

C) INFORMATION ABOUT THE FUND’S DEPOSITARY
during the specified period, and about the term of its engagement

The new depositary of the dynamic fund as of 3 January 2014 will
be UniCredit Bank Czech Republic and Slovakia, a. s., having its
registered office at: Zeletavskd 1525/1, postal code: 140 92, Prague
4 — Michle, entered in the Commercial Register maintained by the
Municipal Court of Prague under section B, file 3608, corporate
ID No. 64 94 82 42. (hereinafter referred to as the ,Depositary”).

D) INFORMATION ABOUT THE PARTY ENSURING CUSTODY
OR OTHER SAFEKEEPING OF THE FUND’S ASSETS,

if more than 1% of the fund’s assets are kept or otherwise held in
custody with the said party

Only the Depositary ensures custody or control over the dynamic
fund'’s assets.
E) IDENTIFICATION OF ASSETS EXCEEDING 1% OF VALUE

OF THE FUND’S ASSETS

as of 31 December 2018, stating the total acquisition price and fair
value as at the end of the specified period
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Nazev cenného

ISIN papiru
XS1855467723 Santander var25
CZ0003519472 NETA4GAS 2.25/21
LU1681045453 Amndi EM UC USD
US78463X5095 SPDR EM ETF
US8085247067 Schwab EM
LU0274211217 db x-trackDJ50
IEO0BKMA4GZ66 iShares MSCI
USA46432F8344 iShares IntExUS
US8085248883 SCHWAB_ETF
IE00B60SWX25 SourceEuStoxx50
IE00BAL5YX21 iShare Japan
LU0378453376 ComStage ETF Nikkei 225

IEO0B5BMR087 ETF iShares Core S&P 500 UCITS
IE00BJOKDQ92 DBX MSCI World ETF
IEOOB3XXRP09 VanguardSP500
AT0000652011 Erste Bank
CZ0008019106 Komercni banka
CZ0005112300 CEZ, as.
Depozitum J&T Banka
Reverzni REPO PPF banka
Hotovost UniCredit Bank
Hotovost Komeréni banka

F) INFORMATION ABOUT LITIGATIONS OR ARBITRATIONS
INVOLVING THE FUND’S ASSETS

In 2018, there were no litigations or arbitrations concerning the
dynamic fund.

G) INFORMATION ABOUT THE FUND’S NET ASSETS
AND NET ASSETS ATTRIBUTABLE TO ONE PENSION UNIT
FOR THE LAST THREE PERIODS

Unit price NAV*

(CZK) (CZK)

31.12.2015 1,0980 130 029 166,69

31122016 1,1146 248 289 568,24

31.12.2017 1,1600 477 866 236,10

31.12.2018 1,0804 721008 169,22
* Net asset value (NAV)

H) DEVELOPMENT OF THE PENSION UNIT VALUE IN 2018
120

Pofizovaci cena Redlna hodnota Podil na majetku

Ména Typ (v tis. K¢) (v tis. K¢) fondu
CZK  Korpordtni dluhopisy 24000 24003 331
CZK  Korporatni dluhopisy 23988 24414 336
usb Podilové listy 9935 9899 136
usD Podilové listy 15039 13115 1,81
usD Podilové listy 15172 13 647 1,88
EUR Podilové listy 19292 16 191 2,23
usD Podilové listy 23145 23002 317
usD Podilové listy 28058 25023 3,45
usD Podilové listy 49 509 39893 5,50
EUR Podilové listy 45439 41382 570
EUR Podilové listy 45033 43339 597
EUR Podilové listy 48 311 44 542 6,14
usb Podilové listy 54 258 48 846 6,73
usD Podilové listy 55 600 50 701 6,99
usb Podilové listy 54 515 55653 7,67
EUR Akcie 8416 7473 1,03
CZK Akcie 8715 7708 1,06
CzZK Akcie 9548 10780 149
CZK Penézni trh 11121 11121 1,53
CZK Penézni trh 65004 65004 8,96
CzZK Penézni trh 41 652 41 652 574
CZK Penézni trh 30000 30000 413

1) INFORMATION ABOUT THE STRUCTURE OF AND CHANGES
IN THE FUND’S ASSETS

Assets (CZK thousand) 31.12.2017 31.12.2018
Receivables from banks 81793 150 425

a) payable on demand 25234 74300

b) other receivables 56 559 76 125
Debt securities 37 931 48 417
Stocks, share certificates and other shares 360 033 525916
Other assets 93 850
Total 479 850 725 608

J) INFORMATION ABOUT CONSIDERATION PAID
TO THE DESIGNATED PENSION MANAGEMENT COMPANY
FOR MANAGING THE FUND’S ASSETS

(CZK) 31.12.2017 31.12.2018
Consideration for assetmanagement 3209 5637

The consideration for managing assets of the dynamic fund as at
the end of the specified period amounted to 1,0 % of the average
annual value of the fund'’s net assets.

1,15

1,10

1,05

1,00 T T T

January February March April May June
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K) INFORMATION ABOUT QUANTITATIVE RESTRICTIONS AND
METHODS APPLIED FOR ASSESSMENT OF RISK ASSOCIATED
WITH TECHNIQUES AND INSTRUMENTS FOR EFFECTIVE
MANAGEMENT OF ASSETS HELD IN THE SUBSCRIBER FUND

The basic risk management tools involve limits applied to shares

of individual financial instrument types held in the portfolio,

defined in compliance with the requirements of Act No. 427/2011

Coll., on supplementary pension savings, the fund’s statute and

investment strategy.
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Independent anditor’s report

English translation
Independent auditor's report

to the participants of the fund Allianz dynamicky aéastnicky fond, Allianz
penzijni spole¢nost, a.s.

Opinion

We have audited the accompanying financial statements of fund Allianz dynamicky Géastnicky fond, Allianz
penzijni spoleénost, a.s., with its registered office at sidlem Ke Stvanici 656/3, Praha 8 (“the Fund™), prepared
in accordance with Czech accounting legislation, which comprise the balance sheet as at 31 December 2018,

the income statement for the year ended 31 December 2018 and notes to the financial statements, which include
significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Fund as at 31 December 2018, and of its financial performance for the yvear ended 31 December 2018
in accordance with Czech accounting legislation.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Standards on Auditing of the Chamber

of Auditors of the Czech Republic. These standards consist of International Standards on Auditing (ISAs) which
may be supplemented and modified by related application guidance. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section

of our report. We are independent of the Fund in accordance with the Act on Auditors and Code of Ethies

for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA)

and accepted by the Chamber of Auditors of the Czech Republic, and we have fulfilled our other ethical
responsibilities in accordance with these regulations. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our opinion.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included
in the Annual Report other than the financial statements and auditor's report thereon. The Statutory body
of Allianz penzijni spoleénost, a.s. is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit

of the financial statements, our responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge about the Fund
obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether the other
information has been prepared, in all material respects, in accordance with applicable law and regulation,

in particular, whether the other information complies with law and regulation in terms of formal requirements
and procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance
with these requirements could influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

»  The other information describing the facts that are also presented in the financial statements is,
in all material respects, consistent with the financial statements; and

»  The other information is prepared in compliance with applicable law and regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Fund obtained
in the audit, on whether the other information contains any material misstatement of fact. Based

on the procedures we have performed on the other information obtained, we have not identified any material
misstatement of fact.

PricewaterhouseCoopers Audit, s.r.o., Huézdova 1734/ 2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
F: +420 251 156 111, WUNL.PWC.COM/CE
PricewaterhouseCoopers Audit, s.ra, registerad seat Hvbzdova 1734/2¢, 140 00 Prague 4, Czech Republic. ldentification Number: 40765521, registered with the

Commercial Register kept by the Municipal Court in Pragus, Section C, Insert 3837, and in the Register of Audit Companies with the Chamber of Auditors of the Czech
Republic under Licence Mo, 021
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Responsibilities of the Statutory body of Allianz penzijni spolecnost, a.s for the Financial Statements

The Statutory body of Allianz penzijni spolefnost, a.s. is responsible for the preparation and fair presentation

of the Fund’s financial statements in accordance with Czech accounting legislation and for such internal control
as the Statutory body determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Statutory body of Allianz penzijni spoleénost, a.s. is responsible

for assessing the Fund's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Statutory body either intends to liquidate
the Fund or to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the above stated requirements will always detect a material misstatement when it exists. Misstatements

can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Ag part of an audit in accordance with the above stated requirements, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls,

#  Obtain an understanding of internal controls of Allianz penzijni spoleénost, a.s. relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internal controls.

¢  FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Statutory body of Allianz penzijni spoleénost, a.s.

* Conclude on the appropriateness of the Statutory body of Allianz penzijni spoletnost, a.s. use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Fund to cease to continue as a going concern.

¢  Evaluate the overall presentation, structure and content of the financial statements, including the notes,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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We communicate with the Statutory body regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

2g March 2019

PricewaterhouseCoopers Audit, s.r.o.
represented by

Marek Richter
Statutory Auditor, Licence No. 1800

This report is addressed to the participants of Allianz dynamicky G¢astnicky fond, Allianz penzijni spoleénost, a.s.

Translation note

This version of aur report is a translation from the ariginal, which was prepared in the Czech language. All pessible care has baen taken to ensure that the translation
is an accurate representafion of the original. Howewer, in all matters of interpretation of information, views or opinions, the Czech version of our report takes precedence
aver this translation.
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BALANCE SHEET INCOME STATEMENT
AS AT 31 DECEMBER 2018 (Translated from the Czech original) FOR THE YEAR ENDED 31 DECEMBER 2018

(Translated from the Czech original)

ASSETS 1 Interest income and similar income 3 1707 348
3 Receivables from banks and credit unions 9 150 425 81793 of which: interest on debt securities 572 219
of which:  a) repayable on demand 74 300 25234 3 Income from shares and ownership interests 4 7838 3695
b) other receivables 76 125 56 559 5 Commission and fee expense 5 (6731) (4370)
5 Debt securities 10 48 417 37931 6 Gain or loss from financial operations 6 (55 010) 12 478
of which:  a) issued by government institutions - 30 604 19 Current year profit (loss) from ordinary activities before tax (52 196) 12 151
b) issued by other entities 48 417 7327 23 Income tax 16 - -
6 Shares, units and other investments 11 525916 360033 24 Net profit (loss) for the period (52 196) 12 151
11 Other assets 850 93
TOTAL ASSETS 725 608 479 850
LIABILITIES
4 Other liabilities 12 4600 1984
9 Share premium 13 84 633 44069
12 Capital funds 13 666 742 411 968
14 Retained profits (or accumulated losses) 15 21829 9678
15 Profit (loss) for the accounting period 15 (52 196) 12 151
TOTAL LIABILITIES 725 608 479 850

OFF-BALANCE SHEET ITEMS
Off-balance sheet assets
8 Values placed under management 17 721009 477 866
OFF-BALANCE SHEET ITEMS
Off-balance sheet assets
10 Collaterals and pledges received 62 906
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NOTES TO THE FINANCIAL
STATEMENTS 2018

1. GENERAL INFORMATION
(a) Description of the fund

Establishment and description of the fund

Allianz dynamicky Gcastnicky fond, Allianz penzijni spole¢nost, a.s.
(“the Fund”) was established by Allianz penzijni spolecnost, a.s.
(“the Company”), based on a licence granted by the Czech National
Bank under decision ref. no. 2012/12806/570, dated 21 December
2012, which took effect on 21 December 2012. The Fund started its
activities on 5 February 2013.

Supplementary pension savings participants
As at 31 December 2018, the Fund administered contributions of
16,244 participants in supplementary pension savings.

Information about the pension company

The pension company that manages the Fund’s assets is Allianz pen-
zijni spole¢nost, a.s., identification number (ICO) 256 12 603, with its
registered office at Ke Stvanici 656/3, 186 00 Prague 8. The Company
was registered in 1994 (formerly Allianz penzijni fond, a.s.). The Com-
pany was granted a licence to operate as a pension company based
on decision of the Czech National Bank ref. no. 2012/10254/570,
dated 24 October 2012. The decision took effect on 26 October 2012.

Principal activities of the Company:

a) Accumulation of contributions from participants in supplemen-
tary pension insurance and support provided by the state
in respect of the participants and administration of the contri-
butions pursuant to Act No. 42/1994 Coll.,

b) Accumulation of participants’ contributions, employers’ contri-
butions and state contributions pursuant to Act No. 427/2011
Coll., on Supplementary Pension Savings, to be placed in par-
ticipation funds, management of assets in participation funds
and payment of supplementary pension insurance benefits.

Depositary

Depositary services have been rendered by UniCredit Bank Czech
Republic and Slovakia, a.s., with its registered office at Zeletavskd
1525/1, 140 92 Praha 4 - Michle, identification number (ICO): 649
48 242 ("the Depositary”), on the basis of a depositary agreement
dated 13 December 2013.

(b) Basis of preparation of the financial statements

The financial statements have been prepared on the basis

of accounts maintained in accordance with:

— Act No. 563/1991, on Accounting, as amended,

— Regulation No. 501/2002 issued by the Ministry of Finance,
as amended,

— Czech accounting standards for financial institutions, issued
by the Ministry of Finance.

112

The financial statements have been prepared under the historical
cost convention on the basis of full accrual accounting, except
for selected financial instruments that are stated at fair value.

The financial statements are based on the assumption that the
entity will continue as a going concern and that there is no circum-
stance that would restrict or prevent the entity’s ability to continue
as a going concern in the foreseeable future.

Unless otherwise indicated, all amounts are shown in thousands of
Czech crowns (TCZK). Numbers in brackets represent negative amounts.

These financial statements are non-consolidated.

2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies adopted in the preparation of the
Fund’s financial statements are set out below:

(a) Transaction date

Depending on the transaction type, the transaction date is gene-

rally defined as:

— the date of payment or cash collection,

— the date of purchase or sale of foreign currency or securities,

— the date of executing a payment,

— the date on which (foreign currency) funds are credited, as sta-
ted in an account statement,

— thetrade and settlement date for spot transactions, i.e. purcha-
ses or sales of financial instruments or commodities where the
period between concluding and settling the transaction does
not exceed two days,

— the trade and settlement date for derivative transactions.

The entity has determined that spot transactions (i.e. accounting
transactions involving the purchase or sale of financial assets with
a usual term of delivery) are recorded directly in an appropriate
asset or liability account on the trade date.

The Fund derecognises a financial asset or part thereof from the
balance sheet if it loses control of the contractual rights to the
financial asset or part thereof. The Fund loses this control if it
exercises the rights to the benefits defined in a contract, or if such
rights expire or are waived by the Fund.

When a financial liability or part thereof is extinguished (e.g. the
obligation specified in a contract is discharged or cancelled or
expires), the entity will no longer recognise the financial liability
or part thereof in the balance sheet. The difference between the
carrying amount of a liability (or part thereof) extinguished
or transferred to another party and the consideration paid is recog-
nised in profit or loss.
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(b) Accounts of retirement savings participants

Contributions obtained from participants are recognised in the
Fund'’s equity in the following items:

— capital funds,

— share premium.

(c) Recognition of receivables relating to state contributions to
participants

The Fund does not recognise any receivables from the Ministry
of Finance relating to state contributions paid to participants.
State contributions are recognised as and when received from the
Ministry of Finance.

(d) Securities

Initial recognition
Upon initial recognition, securities are measured at cost, which
includes direct transaction costs.

Subsequent measuring

For the purposes of subsequent measurement, securities that are
recognised in assets and that are not considered investments
in group undertakings or associated companies, are recognised
as securities measured at fair value through profit or loss.

Securities measured at fair value through profit or loss

Securities in this portfolio must meet one of the following criteria:

1 Securities are intended for trading

2. Upon initial recognition, the entity classifies the security as
a security measured at fair value through profit or loss

Securities measured at fair value through profit or loss are recog-
nised at fair value.

Gains/losses from this measurement are recognised in profit or loss
under “Gain or loss from financial operations”. For debt securities,
the entity first recognises interest income under “Interest income
and similar income” and subsequently recognises the revaluation
to fair value under “Gain or loss from financial operations”.

Fair value
The Fund determines fair value in accordance with International
Financial Reporting Standards as adopted by the European Union.

Fair value means a market value that is announced on the local or
foreign exchange or on other public (organised) market. The Fund
uses the market value that is announced no later than the date of
preparation of the financial statements and that is closest to that
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date. If the market value is not available or if it does not appropri-
ately reflect the fair value, the fair value is determined using a qua-
lified estimate.

Interest income

Interest income primarily include debt security coupons and the
accrued/deferred income. Interest incomes/expenses are recogni-
sed on an accrual basis using a straight-line method.

Derecognition of securities
When securities are sold, the entity uses the average cost method
to measure their disposal.

Dividend income
The Fund recognises dividends on shares/units net of withholding
tax (deducted abroad).

(e) Reverse repurchase agreements

Transactions where securities purchased under a resale agreement
(reverse repurchase agreement) at a predetermined price are
accounted for as loans collateralised by the securities that are
being purchased and resold.

These loans are recognised in the balance sheet under “Receiva-
bles from banks and credit unions” or “Receivables from customers
— credit union members”.

Securities received under reverse repurchase agreements are only recor-
ded in the off-balance sheet under “Collaterals and pledges received”.

Income arising from reverse repurchase agreements as the diffe-
rence between the selling and purchase price is accrued over the
period of the transaction and recognised in the income statement
as “Interest income and similar income”.

(f) Foreign currency translation

Transactions denominated in foreign currencies are recorded in the
local currency at the Czech National Bank official rate prevailing
on the transaction date.

Assets and liabilities denominated in foreign currencies, together
with unsettled foreign exchange spot transactions, are translated
into the local currency at the Czech National Bank official rate
prevailing as at the balance sheet date. The net foreign exchange
gain/loss arising from the translation of foreign currency assets and
liabilities, except for investments denominated in foreign currencies
and items that hedge currency risk resulting from agreements not
yet recorded in the Fund’s balance sheet or from expected future
transactions, is recognised in the income statement as “Gain or loss
from financial operations”.
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(g) Taxation

Current tax

Non-tax deductible expenses are added to, and non-taxable in-
come is deducted from, the profit for the period before tax to arrive
at the taxable income, which is further adjusted for tax allowances
and relevant credits.

Deferred tax

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies. As a result,
the Fund did not recognise deferred tax on temporary differences
between the carrying and tax value of assets and liabilities.

(h) Corrections of prior period errors and changes in accounting
policies

Corrections to prior period expenses or income are recognised as
current period expenses or income, with the exception of correcti-
ons of material errors relating to prior periods.

Corrections of material errors in the recognition of prior period in-
come or expenses and changes in accounting policies are recogni-
sed under “Retained profits (or accumulated losses)” in the Fund'’s
balance sheet.

In the period from 1 January 2018 to 31 December 2018, the Fund

did not make any corrections of material errors or changes in ac-
counting policies.

3. INTEREST INCOME AND SIMILAR INCOME

TCZK 2018 2017
Interest on debt securities 572 219
Interest on current accounts and term deposits 1,135 129
TOTAL 1,707 348

4. INCOME FROM SHARES AND OWNERSHIP INTEREST

TCZK 2018 2017

Dividends received - investments funds - 1,678

Dividends received - shares 7,838 2,017

TOTAL 7,838 3,695
114

5. FEE AND COMMISSION EXPENSE

TCZK 2018 2017
Fee for management of assets (5,637) (3,209)
Fee for appreciation of assets (1,094) (1,161)
TOTAL (6,731) (4,370)

The fee for management of the Fund’s assets is 1.0% (2017:1.0%)
of the average annual value of the Fund’s capital.

The fee for appreciation of assets is calculated as 15% (2017: 15%)
share of the difference between the averague value of the pension
unit and the highest average annual value of the pension unit since
the creation of the Fund multiplied by the average number
o pension unites in the year.

6. GAIN OR LOSS FROM FINANCIAL OPERATIONS

tis. K¢ 2018 2017
Gain/loss from debt securities transactions (47) (794)
Gain/loss from share and unit transactions (54,670) 13,712
_Foreign exchange gain/loss (293) (440)
Total (55,010) 12,478

7. REVENUES BY GEOGRAPHICAL SEGMENTS

TCZK CR EU Non-EU Total
2018

Interest income and similar income 1,707 - - 1,707
Interest from shapes and ownership interests 2,004 2,821 3,013 7,838
Gain or loss from financial operations (1,837) (35,932) (17,241) (55,010)
Total 1,874 (33,111) (14,228) (45,465)
2017

Interest income and similar income 345 - 3 348
Interest from shapes and ownership interests 1,214 801 1,680 3,695
Gain or loss from financial operations 1493 8,168 2,817 12,478
Total 3,052 8,969 4,500 16,521
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8. TRANSACTIONS WITH RELATED PARTIES

(b) Analysis of debt securities measured at fair value through
profit or loss

TCZK 31.12.2018 31.12.2017
Receivables / (Payables) TCZK 31.12.2018 31.12.2017
Fee for management paid to the Company 115 239 Issued by non-financial institutions
Fee for appreciation of assets paid to the Company (1,094) (1,161) - Listed on exchange in the Czech republic 24414 3,112
TOTAL (980) (922) Issued by government institutions
- Listed on exchange in the Czech republic - 30,604
TCZK 2018 2017 Issued by financial institutions
Expenses - Listed on another exchange 24,003 4215
Fee for management paid to the Company (5,637) (3,209) TOTAL 48,417 37,931
Fee for appreciation of assets paid to the Company (1,094) (1,161)
TOTAL (6,731) (4,370) Securities listed on another exchange with a market value of TCZK
24,003 at 31 December 2018 (31 December 2017: TCZK 4,215)
TCZK 31.12.2018 31.12.2017 are traded mainly on OECD markets.
Off-balance sheet assets
Values placed under management 721,009 477,866
TOTAL 721,009 477,866 11. SHARES, UNITS AND OTHER INVESTMENTS

9. RECEIVABLES FROM BANKS AND CREDIT UNIONS

TCZK 31.12.2018 31.12.2017
Current accounts at banks 74,300 25,234
Term deposits 11,121 56,559
Reverse repo 65,004

TOTAL 150,425 81,793

As at 31 December 2018, the Fund acquired treasury bill
CZ0001005581 at the market value of TCZK 62,906 within reverse
repurchase agreements. Treasury bills are recorded in the off-ba-
lance sheet in “Collaterals and pledges received”.

10. DEBT SECURITIES

(a) Classification of debt securities into individual portfolios
based on the Fund’s intention

TCZK 31.12.2018 31.12.2017
Debt securities at fair value through profit or loss 48,417 37,931
NET BOOK VALUE 48,417 37,931
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(a) Classification of shares, units and other investments into
individual portfolios based on the Fund’s intentions

TCZK 31.12.2018 31.12.2017
Shares measured at fair value through profit or loss 97,614 78,486
Units measured at fair value through profit or loss 428,302 281,547
NET BOOK VALUE 525916 360,033

(b) Analysis of shares, units and other available-for-sale

investments
TCZK 31.12.2018 31.12.2017
Issued by investment funds
- Listed on another exchange - 230,694
Issued by financial institutions
- Listed on another exchange 453,804 76,815
- Listed on exchange in the Czech republic 12,565 13,812
Issued by non-financial institutions
- Listed on another exchange 41,748 18,108
- Listed on exchange in the Czech republic 17,799 20,604
TOTAL 525,916 360,033

Securities listed on another exchange with a market value of TCZK
at 31 December 2018 (31 December 2017: TCZK 325 617 ) are
traded mainly on OECD markets.
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12. OTHER LIABILITIES

TCZK 31.12.2018 31.12.2017
Payables to participants 3,620 1,062
Estimated payables 980 922
TOTAL 4,600 1984
13. EQUITY
TCZK 31.12.2018 31.12.2017
Fund's equity (TCZK) 721,009 477,866
Number of retirement units (pieces) 666,734,407 411,968,475
Fund's equity per one retirement unit 1.0804 1.1600

The current value of a retirement unit is defined as the value of the
pension fund’s equity which reflects the corresponding portion
of standard expenses having an impact on the pension fund'’s
equity, as at the date on which the current value of the retirement
unit relating to one retirement unit is determined. Retirement units
are recorded in personal retirement accounts of all participants
in relation to the pension fund as at the date on which the current
value of the retirement unit is determined.

Credited and written-off retirement units

Number Value of retirement units Value of retirement units
TCZK of retirement units (nominal value) (share premium)
Balance at 1 January 2017 222,761,635 222,761 15,843
Credited retirement units 232,307,105 232,307 34,627
Written-off retirement units (43,100,265) (43,100) (6,401)
BALANCE AT 31 DECEMBER 2017 411,968,475 411,968 44,069
Credited retirement units 326,468,373 326,468 52,019
Written-off retirement units (71,702,442) (71,702) (11,454)
BALANCE AT 31 DECEMBER 2018 666,734,407 666,735 84,634
Benefits paid 14. ACCOUNTS OF PARTICIPANTS
2018 2017 TCZK 31.12.2018 31.12.2017
Number of contracts 971 504 Participants’ and employers' contributions 751,376 456,037
Total benefits paid (in TCZK) 65,053 39,576 Fund's appreciation (30367) 21829
TOTAL 721,009 477,866

The number of contracts corresponds with the total number of
terminated one-off benefits. One contract may occur in a number
of funds.
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15. PROPOSED PROFIT DISTRIBUTION

As at the balance sheet date, the board of directors of the Com-
pany did not decide on the distribution of profit of TCZK 52,196
for the period ended 31 December 2018. Prior period profit total-
ling TCZK 12,151 was allocated to Retained profits.

16. INCOME TAX

Effective from 1 January 2015, a zero corporate income tax rate
has been introduced for funds of pension companies.

17. VALUES PLACED UNDER MANAGEMENT

The Fund placed all of its assets under the management of the
Company. Values placed under management represent Fund’s
equity.

18. FINANCIAL INSTRUMENTS - MARKET RISK

The Fund is exposed to market risks arising from the open positions
of transactions involving interest rate, equity and currency instru-
ments that are sensitive to changes in financial market conditions.

(a) Risk management

The Fund'’s primary risk management tool comprises limits on the
share of individual types of financial instruments in the Fund’s port-
folio, as prescribed under Act No. 427/2011 Coll., on Supplemen-
tary Pension Savings, the Statutes and the investment strategy.

Market risks are measured using the Value at Risk (“VaR") method.
Value at Risk represents a potential loss arising from unfavourable
market movements within a certain time period at a certain confi-
dence level. The Fund determines Value at Risk through stochastic
simulation of a large number of scenarios of potential changes
in the financial markets. Value at Risk is measured based on a one-
day holding period and a confidence level of 95%. The results of
this model are back-tested on a daily basis and compared with the
actual results achieved in the financial markets. If the Fund identi-
fies any inaccuracies, the model is adjusted to be in line with the
current trend in the financial markets. The Value at Risk relating
to individual types of risks was as follows:
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at 31. 12. Average at 31. 12. Average

In% 2018 2018 2017 2017
VaR for interest rate instruments 0.11 0.05 0.05 0.05
VaR for equity instruments 379 353 0.73 0.86

As a result of its activities, the Fund is exposed to certain risks. The
Fund’s approach to managing these risks is described below.

(b) Liquidity risk

Liquidity risk includes both the risk that the Fund is unable to
finance its assets using instruments with appropriate maturity and
the risk that the Fund is unable to dispose of its assets for the
appropriate price within the appropriate time period.

The Fund presents contributions received from participants, the
state and third parties in favour of the participants under liabilities.
The Company'’s equity represents a minority source of financing.

Residual maturity cannot be specified for liabilities to participants
in supplementary pension savings/supplementary pension
insurance due to the nature of the product and because payment
of the benefit can be requested after the entitlement to the benefit
arises.

The Fund regularly assesses liquidity risk, in particular by monito-
ring changes in the structure of inflows and outflows of partici-
pants’ accounts. The Fund also holds, as part of its liquidity risk
management strategy, a portion of its assets in highly liquid instru-
ments such as state treasury bills and similar government bonds.
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Residual maturity of the Fund’s assets and liabilities The Fund'’s foreign currency position
Upto3 3 months 1year Over Not TCZK EUR usb CZK OTHER TOTAL
TCZK months to 1 year to 5 years to 5 years specified Total At 31 December 2018
At 31 December 2018 Receivables from banks 400 1,721 147,778 527 150,425
Receivables from banks 150,425 - - - - 150,425 Debt securities - - 48,417 - 48,417
Debt securities - - 48,417 - 48417 Shares, units and other investments 161,743 319,776 34,382 10,015 525,916
Shares, units and other investments - - - - 525,916 525,916 Other assets - - 850 850
Other assets 850 - - - - 850 TOTAL 162,143 321,497 230,577 11,392 725,608
TOTAL 151,275 - - 48,417 525,916 725,608
Payables from participants’ contributions 3,620 - - - - 3,620 Payables from participants’ contributions - - 3,620 - 3,620
Other liabilities 980 - - - - 980 Other liabilities - - 980 - 980
Provisions - - - - - - Equity - - 721,009 - 721,009
Own capital - - - - 721,009 721,009 TOTAL B B 725,609 725,608
TOTAL 4,600 = = s 721,009 725,608 Net foreign currency position 162,143 319,497 (495,032) 11,392 -
Gap 146,675 : . 48,817 (195,093)
Cumulative Gap 146,675 146,675 146,675 195,092 - - At 31 December 2017
Receivables from banks 138 897 80,727 31 81,793
At 31 December 2017 Debt securities - - 37931 - 37,931
Receivables from banks 81,793 - - - - 81,793 Shares, units and other investments 184,974 137,019 36,521 1,519 360,033
Debt securities - - 3,112 34,819 - 37,931 Other assets - - 93 - 93
Shares, units and other investments - - - - 360,033 360,033 TOTAL 185,112 137,916 155,272 1,550 479,850
Other assets 93 - - - - 93
TOTAL 81,886 o 3112 34,819 360,033 479,850 Payables from participants’ contributions - - 1,062 - 1,062
Other assets - - 922 - 922
Payables from participants’ contributions 1,062 - - - - 1,062 Own capital - - 477,866 - 477,866
Provisions 922 - - - - 922 TOTAL : . 479,850 : 479,850
Equity - - - - - - Net foreign currency position 185,112 137,916 (324,578) 1,550 -
Own capital - - - - 477,866 477,866
TOTAL 1984 - - - 477 866 479 850 ) f . 20M h 2019
Gap 79902 i 31112 32819 (17 833) 19. FINANCIAL INSTRUMENTS - CREDIT RISK ate of preparation arc
Cumulative Gap 79 902 79 902 83014 117 833

The Fund is exposed to the risk that the issuer of a security that was ~ Stamp and signature of statutory representative:

acquired in the Fund’s portfolio or other counterparty does not meet

its obligation to pay the agreed interest or principal. As the Fund only ~ Name and signature: Person responsible for accounting

The above tables show the residual maturity of the carrying invests in securities with a high credit rating, the risk is minimal. Ing. Dusan Quis Ing. Anna Svehlova

amounts of the individual financial instruments, not the total cash

flows generated by these instruments. ,{}Qﬂﬂ»&ﬂvk\
20. MATERIAL SUBSEQUENT EVENTS

(c) Currency risk The Company’s management is not aware of any events that have ~ Name arid signature: Person responsible for financial statements
occurred and that would require an adjustment of the financial sta-  Ing. Sonia Mihaylova Ing. Anna Svehlovéd

Assets and liabilities denominated in foreign currency, including off- tements as at 31 December 2018. Slavtcheva, MBA

balance sheet exposures, represent the Fund’s exposure to currency M&‘a&

risks. Both realised and unrealised foreign exchange gains and losses

are reported directly in the income statement. The Fund's foreign cur-
rency position in the most significant currencies is as follows:
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