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The English version of this report was approved by the Board of Directors on 12/03/2020 and submitted to the supervisor
in due time.

This report is originally written in English. A translation of the summary in French and Dutch is made available on the
website.
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In December 2019, the Chinese city of Wuhan had an outbreak of the Covid-18 virus. On December 31, 20183 only a limited
number of cases of the Covid-19 virus were reported to the World Health Organization. There was no clarity of human-to-
human transmission at that moment in time. Early in 2020, the virus spread worldwide. AG Insurance’s position is that the
escalation of the severity of the virus early 2020 did not provide additional information about uncertainties that existed at
the reporting date of December 31, 2019. Therefore, AG Insurance considers the Covid-19 virus as a non-adjusting event.

On March 11, 2020, the Warld Health Organization declared Covid-19 a pandemic. In order to limit the spread of the virus,
gavernments around the world enforced social distancing measures, large-scale quarantines and travel restrictions. These
measures (will) negatively impact the global ecanomy.

In this context, AG Insurance adopted the necessary measures to limit the impact from an operational, financial and
reputational perspective and to continue servicing its distribution partners and customers. The measures taken by AG
Insurance to avoid operational disruption of its services include generalized teleworking and the continuous monitoring
and maintaining of the required IT capacity. In addition, AG Insurance continuously monitors the service of its external
critical providers and takes the necessary actions whenever needed. Because of the observed increase in the number of
Covid-19-related phishing attempts, AG Insurance implemented, next to its business as usual protection, additional
measures among which raising-awareness actions. With respect to the evolution and the volatility of the financial markets,
a continuous monitoring and a frequent management reporting on the financial and solvency position is put in place to
allow timely decision-making. On top of this, AG Insurance performs sensitivity and scenario analysis in order to anticipate
passible further evolutions. On March 31, 2020 the solvency ratios remain, despite some impact from financial market
movements, globally in the same range as pre-covid-19 levels.

Taking into account the statement issued by EIOPA (European Insurance and Occupational Pensions Authority] on April 2,
2020 and the circular issued by the National Bank of Belgium on April 7, 2020, in the context of COVID-19, recommending
the report of dividends distribution until at least October 1, 2020, AG Insurance decided to adjust the distribution for the
year 2019 by proposing no dividend payment to the General Annual Shareholders’ meeting of April 24, 2020 and by
organizing a second General Shareholders’ Meeting in the course of October with the intention to propose for approval the
payment of an intermediary dividend.

While it is not possible today to predict how the situation at hand will evalve, AG Insurance will continue performing
sensitivity and scenario analysis in order to anticipate possible further evolutions, will remain alert far any further
deterioration of the situation and/or changes that could jeopardize its business objectives and will, if deemed necessary,
initiate further actions to mitigate as much as passible the impact on the financial, solvency and liquidity positions of the
company and on the service delivery.
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Company background

AG Insurance is active on the Belgian Life and Non-Life insurance market and offers a broad range of products and services
that cover the needs of individuals and companies. During 2019, AG Insurance records an inflow of 6,6 billion EUR, with a
68% / 32% split between life and non-life insurance. Technical liahilities amounted to around 62,2 billion EUR.

AG Insurance is considered as market leader in the Belgian insurance market. It serves close to 2,8 million Retail customers
and 245.000 SME and Corporate clients. AG Insurance serves its clients through the implementation of an opti-channel
strategy and distributes its insurance products [both Life and Naon-Life] and services via more than 3.950 independent
brokers and through a distribution partnership with BNP Paribas Fortis (including its brand Fintro and its affiliate ‘bpost
bank / bpost bangue’). The distribution of Employee Benefits products (Group Life and Health Care insurance) and related
services is mainly a business-to-business activity. Sustainable and profitable business and robust risk management
remain essential to fulfil obligations to customers, to offer a fair reward to shareholders and to fund future growth.

Since May 20089, AG Insurance is for 75% owned hy Ageas Group and for 25% by BNP Paribas Fortis. AG Insurance is either
directly or indirectly shareholder of several operating and services companies. AG Insurance and its subsidiaries employ
6.377 full time equivalent.

From a strategic point of view, AG Insurance is of the opinion that agile companies that excel at being customer oriented,
digitally enabled and data driven will soon be maore successful.

Business environment

Looking at the financial environment, interest rates have continued to decrease in the course of 2019, reaching historically
low levels and even becoming negative. And Interest rates are expected to remain low for a protracted period. AG Insurance
manages the risk by matching the investments with the guarantees offered on the liahilities.

Supported by new technological paossihilities and new means of communication, one can observe that insurers start to
develop ecosystems and look for solutions that go beyond insurance offerings. AG Insurance has therefore commercialized
the Phil at Home project, an innovative service for longer independent home living and AG Health Partner, a service platform
that helps companies to support their employee’s wellbeing journey. AG Insurance has also concluded together with BNPPF
a partnership with Touring focusing on the development of mahility services.

In line with its CSR strategy linked to its investments, AG Insurance has launched in the course of 2019 a number of
initiatives, such as the signing of the UN Principles of Responsible Investment, the exclusion of investments in
controversial activities (coal, tobacco and weapons), the integration of ESG principles in investment decisions. In the same
context, the “Towards sustainability” label for eleven Branch 23 funds has been obtained while attention went to the
protection of the environment [waste reduction, initiatives to lower energy consumption and obtaining of the CO2-neutral
label). The Beyond Insurance initiatives AG Health Partner and Phil at Home also contribute to this CSR strategy.

Business performance

Compared to last year, gross inflow in the Life business increased considerahly (+9%]). The inflow in Guaranteed products
grew with more than 13%. The Life Technical Liabilities show an increase of 7% compared to year-end 2018 as a result of
strong growth in Unit-Linked and in Group Life. The operating result Life was again solid at 459 million EUR and higher
compared to last year (438 million EUR].

Gross inflow in Non-Life business amounted 2,1 billion EUR, up 4% compared to last year, showing growth for all business
lines. Nonetheless the impact of higher claims in Accident, Health and Motor, and adverse weather events in Household,
the Non-Life business result kept growing at a steady pace.

In accordance with the regulations related to the supervision of insurance companies in Belgium, AG Insurance makes a
clear distinction of responsibility between the two statutory governing bodies: the Board of Directors and the Management
Committee. The Board of Directors is responsible for defining the general strategy and risk management, as well as for
supervising the activities of the Management Committee. The Management Committee is responsible for managing
effectively the Company’s activities, for implementing the general strategy and the risk management framewaork defined
by the Board and for setting-up an organizational and operational structure. In order to support the Board to fulfil its role
and responsibilities, the Board has set up three ad-hoc advisory committees: an Audit Committee, a Risk Committee and
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a Nomination and Remuneration Committee. The Management Committee has decided to have in place a Business Risk
Committee [BRC) and an Asset and Liahility Management Committee (ALCO].

Regarding its management of risks, AG Insurance operates within a robust ‘Three Lines of Defence’ model. The mission of
the Risk Management Function is to promptly identify, measure, manage, report and manitor risks potentially affecting the
achievement of strategic, operational and/or financial objectives. The Enterprise Risk Management (ERM] approach
provides an integrated approach for managing current and emerging risks, thus supporting long-term stability and growth.
It ensures that the strategic planning and limit setting is conform to the risk appetite and tolerance as set by the Board. It
encompasses the processes of identifying risks AG Insurance is or may be exposed to, measuring the exposure to these
risks, manitoring the risk profile and corresponding capital needs on an on-going basis, taking the necessary and
appropriate steps to control or mitigate the risk position, reporting to senior management and to the Board on the solvency
and capital position. Sound risk governance is the foundation of an effective risk management framewaork. The other key
compaonents of the Company’s risk management framewark are a set of risk appetite statements, a risk policy framework,
a risk model framework and a set of risk reports. The Chief Risk Officer (CRO), who has overall responsibility for the Risk
Management Function at company level, is a member of the Management Committee and of the Board and has a standing
invitation to the Risk Committee and the Audit Committee. The risk organization is characterized by a two-layered
organization with a central risk department keeping risk oversight while delegating risk responsibilities to Decentralised
Risk Managers at the level of the business lines and support units. Besides the Risk Management Function, the CRO Office
regroups the Actuarial Function, the Compliance Function, Internal Control and Data Protection.

Risk identification

As an active provider of both Life and Non-Life insurance in the Belgian market, AG Insurance is exposed to a number of
risks, internal or external, that may affect the achievement of its objectives.

AG Insurance has a risk taxonomy in place, which provides a consistent and comprehensive approach to risk identification,
highlighting and defining the risks the Company is exposed tg, i.e. insurance risk, financial risk, operational risk and
strategic/business risk.

Exposure to insurance risk is managed through a combination of a number of palicies such as an insurance risk palicy, an
underwriting policy, a product approval policy, a claims management policy, a reserving policy and a reinsurance policy. By
having in place an adeguate reinsurance programme, insurance risk is transferred to reinsurers through appropriate
reinsurance arrangements (treaties). Under these arrangements, reinsurers assume a portion of the losses and expenses
associated with reported and unreported claims in exchange for a share of the premiums. The Company primarily uses
external reinsurance to mitigate the impact of natural catastrophes (e.g. windstarms, earthquakes and floods], large single
claims from policies with high limits, and multiple claims triggered by a single man-made event. Reinsurers are selected
primarily on pricing and counterparty risk considerations.

Financial risk encompasses all risks relating to the value and perfarmance of financial assets and, accordingly, represents
the most significant risk that the Company is exposed to. Within financial risk a distinction is made between market risk
(including sub-risks such as interest rate risk, spread risk, property risk, equity risk, currency risk, market risk
concentration), default risk and liquidity risk. The financial risk framework in place comhines investment policies, limits,
stress tests and regular manitaring to control the nature and level of financial risks and to ensure that risks being taken
are appropriate for both customers and shareholders and are appropriately rewarded. Asset mix research is used to identify
the appropriate strategic asset allocation while the market situation and prospects are monitored on a regular basis to
decide on the tactical asset allocation. The decision process balances risk appetite, capital requirements, long-term risk
and return, policyholder expectations, profit-sharing requirements, tax and liguidity aspects to achieve an appropriate
target asset mix.

Operational risk is the risk of losses arising from inadequate or failed internal processes, people or systems, or from
external events. AG Insurance has a sound operational risk managementin place for administering its portfolio of products,
activities, processes and systems, generally covering domains such as fraud; business disruption and system failure;
damage to physical assets; employment practices and workplace safety; client, product and business practices; execution,
delivery and process. Operational risk procedures include business continuity management and disaster recovery plans,
information security management, anti-fraud management, internal control, adequate insurance protection of the
Company’s assets and risk management with respect to outsourcing contracts and projects. Incidents and operational
losses are tracked in an incident register.
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Strategic risk generally emerges as a consequence of adverse business decisions, improper implementation of decisions,
or a lack of responsiveness to industry changes. Strategic risk is addressed by examining multi-year scenarios, considering
the related risks, as well as by monitoring the implementation of the chosen strategy through the multi-year business plan.
The latter takes into account all the current and future risks as identified through the full annual key risk identification
process. ORSA furthermare provides insights in how these risks could potentially jeopardize the realisation of the strategic
and business plan and to what extent these plans have adequate capacity to withstand and mitigate these risks.

Business risk is a potential consequence of changes in external factors - paolitical, economic, social, technological,
environmental and legal - impacting the environment and conditions AG Insurance is operating in. It includes elements
such as a change in customer behaviour, a change in distribution landscape or a strategic maove from competitors.
Business risk management requires pre-emptive risk management, anticipating possible developments in the
environment. In view of this, AG Insurance uses a structured horizon-scanning process (called ‘RADAR’] for detecting the
threats (and opportunities] surrounding its activities. This information is explaited in the strategic and multi-year planning
process and in ORSA [Own Risk and Solvency Assessment).

Note that AG Insurance acknowledges the possible risk of loss of reputation arising from the adverse perception of its
image on the part of its different stakeholders: customers, distributaors, counterparties, sharehaolders, investors, regulator,
society, etc., with a possible impact on solvency, earnings, liquidity or its franchise quality. In order to mitigate a possible
impact of any event (e.g. as a consequence of the realization of one or more of the risks cited above] on its reputation, AG
Insurance has a tradition of long-standing commitment to sustainable business practices and good governance, as well
as clear corporate values, a business code of conduct, robust internal controls and a clear dialogue with its stakeholders.
A number of Key Risk Indicatars are defined in order to properly maonitor and react in case these risks might materialize.
Communication plans appropriate for the situation that arises have heen prepared.

Risk exposure

AG Insurance measures the exposure to quantifiable risks by means of a Partial Internal Madel [PIM] used for determining
the Solvency Il capital requirements (SCR]. Apart from the use of the standard formula for most of the risks, the Partial
Internal Model includes an internal model for Non-Life Underwriting risk.

Expressed in terms of SCR capital consumption, a major part of the risk exposure stems from financial risk with spread
risk, property risk and equity risk being its main contributors. Note that thanks to the Company’s asset and liability duration
matching strategy, sensitivity to interest rate movements on the existing book of business is low which is reflected in a
relative low SCR for interest rate risk. While Insurance risk is the second largest contributor, operational risk and
counterparty risk are contributing to a lesser extent to the risk capital consumption. Note that through a multi-channel
and a multi-product approach, diversification is fostered which makes AG Insurance benefit from non-negligible
diversification benefits in the determination of its required capital. An important capital relief stems from adjusting
required capital for the loss-absaorhing capacity of deferred taxes as well.

An own assessment of the solvency and capital needs [ORSA] as required by the supervisar is well integrated in the strategy
and business planning process and provides a forward-looking assessment on all the risks inherent in the business and
the corresponding solvency and capital needs.

Assets and liahilities are valued on a “fair value’ basis in line with Solvency Il requirements with the use of approximations,
if needed. Due to a difference in valuation methodology, differences with IFRS exist and can be explained.

Compared to the previous reporting period, model changes relate to the modelling of the cost in Solvency Il and the profit-
sharing methodology.

Capital requires a clearly defined management approach in order to ensure an efficient and effective deployment. The main
goal of the Company’s capital management process is to fund profitable growth and support the dividend payment
capacity.

As at end of 2019 the amount of Own Funds stands at 5.925 million EUR [compared to 6.279 million EUR in 2018), while
the total required capital SCR amounts to 3.043 million EUR [compared to 2.689 million EUR in 2018). This results in a
salvency ratio of 195% (compared to 234% in 2018], reflecting the strong capital position of the Company. About 82% of
the Own Funds are categorized as Tier 1 capital.
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A.1 Business

A.1l.1 General information

Name and legal form: AG Insurance SA/NV.

Supervisor: National Bank of Belgium, Boulevard de Berlaimont 14, 1000 Brussels, phone 02/ 221 2111

External auditor: PwC Bedrijfsrevisoren SCCRL [‘PwC’]), Woluwedal 18, at 1932 Sint-Stevens-Woluwe, with Yves

VANDENPLAS as permanent representative.

As from May 2009, AG Insurance is owned for 75% by Ageas [currently via Ageas Insurance International NV, a holding
company, with registered office at Markiesstraat 1, Brussel, Belgium], and 25% by BNP Paribas Fortis [BNPP Fortis], with

registered office at Warandeberg, 1000 Brussels.

The relationship between both shareholders and AG Insurance is described in a Shareholders’ Agreement dated 12 May

2008.
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AG Insurance structure (simplified presentation):
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REAL ESTATE INTERPARKING
GROUP

Real Estate Entities

Real Estate
Entities

AG Insurance is either directly or indirectly sharehaolder of several operating and services companies. The main
participations of AG Insurance can be grouped into 2 categories based on the strategic role they fulfil, i.e. operational
participations (a distinct operation in a legal entity] in different companies together with structuring participations related
to investments in real estate or in specific asset poaols. AG Insurance and its subsidiaries employ 6.377 full time equivalents.
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AG Insurance’s full subsidiary, AG Real Estate SA/NV, is the most important real estate group in Belgium and employs about
250 professionals specialized in real estate asset and property management, investment, financing and development, as
well as participating in Public Private Partnership (e.g. ‘Schalen van Morgen’]. The total value of the portfolio managed by
AG Real Estate amounts to around 6.5 billion EUR. Another key element in AG Insurance’s real estate asset management is
Interparking, a public car park operator and investor employing over 2.400 people and welcoming 121 million customers
across 9 European countries.

A.l.2 Material lines of business and material geographical areas

AG Insurance is active an the Belgian Life and Non-Life insurance market and offers a broad range of products and services
that cover the needs of individuals and companies. In 2019, AG Insurance recorded an inflow of 6,6 billion EUR, split 68% /
32% between life and non-life insurance. Technical liabilities amount to 62,2 billion EUR.

AG Insurance is considered as market leader in the Belgian Insurance Market. It serves close to 2,8 million Retail customers
and 245.000 SME and Corporate clients. AG Insurance serves its clients through the implementation of an opti-channel
strategy and distributes its insurance products [both Life and Nan-Life] and services via more than 3.950 independent
brokers and through a distribution partnership with BNP Paribas Fortis (including its brand Fintro and its affiliate ‘bpost
bank / bpost bangue’). The distribution of Employee Benefits products (Group Life and Health Care insurance) and related
services is mainly a business-to-business activity.

AG Insurance operates via three lines of business: Non-Life, Individual Life and Employee Benefits/Health Care - having the
following specific key ohjectives:

In the non-life market AG Insurance’s strategic ambition is to be the reference broker and bancassurance player with
top products and top servicing.

In individual life AG Insurance continues to enhance the operational excellence business madel which adds value to
as well the distribution partners as the end customers.

AG Insurance holds a market leadership position in Group Life / health care, hased on a customer centricity strategy
that emphasises tailor-made solutions based on expert advice, high quality services relying on experts, efficient
processes and IT tools.

In recent years, AG Insurance became active in the creation of ‘beyond insurance’ ecosystems through participations or by
new partnerships, in initiatives such as SoSimply, Drysclutions, Respo Repair Solutions, Yongo, Vivay, AG Health Partner,
Phil at Home, Canac and Securitas.

A.1.3 Significant business or other events over the reporting period

Over the third quarter of 2019, interest rates have continued to decrease reaching histarically low levels. Interest rates are
expected to remain low for a protracted period. AG Insurance manages the risk by matching the investments with the
guarantees offered on the liabilities.

Supported by new technological passihilities and new means of communication, one can observe that insurers start to
develop ecosystems and look for solutions that go beyond insurance offerings. AG Insurance has therefore commercialized
the Phil at Home project, an innovative service for longer independent home living and AG Health Partner, a service platform
that helps companies to support their employee’s wellbeing journey. AG Insurance has also concluded together with BNPPF
a partnership with Touring focusing on the development of mahility services.

In line with its CSR strategy linked to its investments, AG Insurance has launched in the course of 2019, a number of
initiatives, such as the signing of the UN Principles of Responsible Investment, the exclusion of investments in
controversial activities [coal, tobacco and weapaons), the integration of ESG principles in investment decisians. In the same
context, the “Towards sustainability” label for eleven Branch 23 funds has heen obtained while attention went to the
protection of the environment (waste reduction, initiatives to lower energy consumption, and obtaining of the CO2-neutral
label). The Beyond Insurance initiatives AG Health Partner and Phil at Home alsa contribute to this CSR strategy.
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A.2 Underwriting performance

The tables below show an overview of the AG Insurance (consalidated, IFRS) performance for the years 2019 and 2018 [by
IFRS line of business).

in EUR million IFRS Product lines
2019 Guaranteed  Unit Linked ACCIEENES Motor Other
Health

Gross Inflow 4.525,7 3.717,5 808,2 2.085,9 569,7 627,6 678,0 210,7 6.611,6

Net underwriting result -19,3 -565,5 36,2 121,2 20,3 19,7 40,0 41,1 101,9

Investment resulf! 308,4 308,4 0,0 77,0 17,8 28,4 13,8 17,1 385,5

Total technical result 289,2 253,0 36,2 198,2 38,2 48,1 53,8 58,2 487,4

Capital gains (IosSfaS) 169.9 169,9 0,0 20,0 10,1 4,7 2,3 2,9 189,9
allocated to operating result

Operating result 459,1 4229 36,2 218,2 48,2 52,8 56,1 61,1 677,3

Other result 108,8

Profit before taxation 786,1

Technical liabilitiegincluding 61.254,8 514544  9.800,4 4.078,3 19589  1.100,8 401,2 617,4  65.333,1

Shadow Accouting)

(1) excluding capital gains (losses) allocated to operating result

in EUR million IFRS Product lines
2018 Guaranteed  Unit Linked ACCIGENRS Motor
Health

Gross Inflow 4.146,0 3.281,3 864,7 2.000,1 531,7 607,5 655,9 205,0 6.146,1

Net underwriting result 51 -26,8 31,9 127,5 23,7 44,3 25,2 34,3 132,6

Investment result (1) 334,1 334,1 0,0 84,0 17,7 34,1 12,9 19,2 418,1
Total technical result 339,2 307,3 31,9 2116 41,5 78,4 38,1 53,5 550,8

Capital gains (Iossgs) 99.0 99,0 0,0 11,2 5,3 3,0 11 17 110,2

allocated to operating result
Operating result 438,2 406,3 319 2228 46,8 81,4 39,3 55,2 661,0
Other result 87,1
Profit before taxation 748,0
Technical liabilitiesincluding 57.257,0  49.096,3  8.160,7 3.997,8 18832  1.0784 4157 6205  61.253,3

Shadow Accouting)

(1) excluding capital gains (losses) allocated to operating result

Unless stated otherwise, the comments below relate to IFRS lines of business identified in the tables above. Note that ‘Life’
mainly comprises the Solvency Il Lines: ‘Insurance with profit participation’, ‘Other Life Insurance’” and ‘Index-linked and
Unit-Linked insurance’. Non-Life mainly comprises the Solvency Il lines ‘Non-Life insurance and reinsurance obligations’,
‘Health insurance’, ‘Income protection’ and ‘Annuities stemming from non-life insurance contracts’.

Some comments:

V' Life business: Gross inflow increased considerably compared to last year (+9%). The inflow in Guaranteed products
grew with more than 13%. The Life Technical Liabilities show an increase of 7% compared to year-end 2018 as a result
of strong growth in Unit-Linked and in Group Life. The operating result Life was again solid at 459 million EUR high
compared to last year (438 million EUR).

V' Non-Life business: Gross inflow amounted to 2,1 billion EUR, up 4% compared to last year, showing growth for all
business lines. Nonetheless the impact of higher claims in Accident, Health and Motar, and adverse weather events in
Household, the Non-Life business result kept growing at a steady pace.
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A.3 Investment performance

A3.1 Income and expenses by asset class & Gains and losses recognized

directly in equity

Financial income and allocated capital gains (net of impairments), before investment costs, included in the IFRS

consalidated profit before taxation stands at 2.478 million EUR for 2019 and can be split as below:

Year Year

in EUR million 2019 2018
Interest, dividend income and other investment income 2.351,5 2.406,5
Realised and unrealised gains and losses on investments (recognized in profit and loss) 269,5 240,1
Finance costs [relate mainly to subordinated debt, borrowings & other liabilities) -96,7 -97.4
Additions to (or reversals from) impairment allowances -46,7 -129,9
Total 2.477,6 2.419,3

The “Interest, dividend income and other investment income is further detailed as follows for the year ended 31 December

2018.

Interest and other investment income

in EUR million

Interest income:

Investments 1.303,5 1384,4
Loans 250,9 2254
Cash and cash equivalents 15 15
Other interest income 11 3.9
Total interest income 1.557,0 16152
Car park revenues 4417 430,7
Rental income 207,5 216,6
Dividend income 117.9 119,6
Other investment income 27,5 24,4
Total Interest and other investment income 23515 2.406,51

In addition to the amounts recognised in the income statement, changes in revaluation of investments available-for-sale
are recognized directly in equity (and these might subsequently be reclassified to profit and losses]. The (pre-tax] increase
(decrease] in revaluation of investments available-for-sale amounted to 2.264 million EUR in 2013 and (1.555) million EUR
in 2018.

A.3.2 Investments in securitization

The structured products portfolio comprises mortgage backed securities, student loans and asset backed securities. As at
year end 2019 its value was 319 million EUR of which 9 million EUR were guaranteed by the European Investment
Fund. This part of the portfolio is in run-off.

A.4 Performance of other activities

AG Insurance has no other material activities.

A.5 Any other infoarmation

No other information.

14/70



SYSTEM OF
GOVERNANCE




A\.’ Solvency and Financial Condition Report 2019

B.1 General information on the system of governance

B.1.1 Company structure
B.1.1.1 Scope

In accordance with the regulations related to the supervision of insurance companies in Belgium, AG Insurance makes a
clear distinction in responsibility between the Board of Directors and the Management Committee, of which the rale,
respaonsibilities and authority are described hereafter:
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B.1.1.2 Board of Directors

The Board determines the general strategy of AG Insurance and provides it with strategic directions. In this respect, the
Board is the ultimate decision-making body of AG Insurance, with the exception of matters reserved for the General
Meeting of Shareholders or the Management Committee by the company law or by the Articles of Association. The Board
also decides on the governance structure, monitors the risk management framework, defines and supervises the Integrity
Palicy and the Data Protection framework and supervises the Management Committee. The basic aim underlying decision-
making by the Board is to perpetuate a sustainable and successful insurance business. The Board believes that this
involves primarily focussing on profitable growth, while remaining sensitive to the interests of the stakeholders who are
essential to a successful business: the Company’s distribution partners, its customers, its employees, its shareholders and
the communities in which AG Insurance operates.

In order to support the Board to fulfil its role and responsibilities, the Board has set up in accordance to Circular
NBB_2016_31 three ad-hoc advisory committees the Audit Committee, the Risk Committee and the Nomination and
Remuneration Committee. These committees assist the Board in specific areas which they cover in appropriate detail and
upon which they make recommendations to the Board. However, only the Board has the power to take decisions within the
scope of its competences and responsibilities. The role of the Audit Committee is to assist the Board in fulfilling its
supervision and monitoring responsibilities with respect to internal control (including internal control over financial
reporting] and audit within AG Insurance and its main subsidiaries. The Risk Committee provides advice to the Board on all
aspects related to the current and future risk strategy and risk tolerance and supports the Board in exercising supervision
of the implementation of that strategy by the Management Committee. The role of the Nomination and Remuneration
Committee is to assist the Board in all matters relating to the appointment, removal, target setting, performance evaluation
and remuneration of “Identified Staff”. It takes care that the Remuneration policy does not incentivize excessive risks
taking or behaviours not being in line with the long-term interests of AG Insurance or its stakeholders.
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B.1.1.3 Manaogement Committee

The role of the Management Committee is to manage AG Insurance in line with the values, strategies, paolicies, plans and
budgets endorsed hy the Board of Directors. In exercising this role, the Management Committee is responsible for
complying with all relevant legislations and regulations, and specifically with the legal and regulatory framework applicable
to the Company and its subsidiaries. The Management Committee has the collective responsibility for conducting its
activities and for reporting on these to the Board and its advisory bodies. Within this context, the Management Committee
has decided to have in place two committees: the Business Risk Committee (BRC] and the Asset and Liahility Management
Committee [ALCO). The Business Risk Committee is the committee through which the Management Committee maonitors
the overall risk profile of AG Insurance and its subsidiaries, and ensures that the risk management system is suitable,
effective and proportionate to the risks that AG Insurance is taking. Therefore, the Business Risk Committee endorses all
key elements of this system [governance, palicies, processes, models and reporting]. Based on the risk reparting and
recommendations, the BRC decides on appropriate risk response and risk mitigation. The Asset and Liability Management
Committee is the committee through which the Management Committee defines and maonitors the ALM strategy and
strategic asset allocation (with respect to equities, bonds, real estate and other admissible asset classes] in line with the
palicies as defined by the Board. Within this context, the Asset and Liahility Management Committee focuses on the ALM
position and the market risk positions and decides on hedging strategies as well as on financial aspects of the pricing of
life products.

With regard to the participations held by AG Insurance, each member of the Management Committee is responsible for the
subsidiaries and assaociates allocated to him, being included in the reporting scope of the Management Committee
member. This reporting relates mainly to the long-term and strategic vision, the development of the business and the
internal control in its broadest sense. The list of the allocation of the participations is yearly reviewed by the Management
Committee.

B.1.1.4  Key [contral]functions

The main roles and responsibilities of the four independent control functions, i.e. the Risk Functian, the Actuarial Function,
the Compliance Function and the Internal Audit are described further in this chapter.

B.1.2 Remuneration policy and practices

B.1.2.1 Scope - Categories

The remuneration principles set out in the AG Insurance Remuneration policy apply to AG Insurance and in particular to the
Non-Executive Directors, the Management Committee members (Executive Board members], the holders of the
independent Contral Functions and the Risk Takers.

B.1.2.2 Remuneration of the Non-Executive Directors

The remuneration of Non-Executive Directors is determined by the shareholders of AG Insurance at the General Meeting of
Shareholders. Detailed proposals for the remuneration of Non-Executive Directors are formulated based upon
recommendations provided by the Nomination and Remuneration Committee and outside experts.

For Non-Executive Directors, the levels and structure of the remuneration reflects their general and specific
responsibilities as well as general market practice. The remuneration of Non-Executive Directors includes both a regular
fixed fee as compensation for Board membership and an attendance fee for Board meetings. Membership in Board
Committees is also remunerated with an additional base remuneration and a Board Committee meeting attendance fee.

Non-Executive Board members do not receive any performance-related remuneration such as an annual incentive awards
or stock options. The Company does not provide any contribution to their pension arrangements. Non-Executive Board
members may also receive remuneration from AG subsidiaries where they hold a Director position. Non-Executive Directars
may transfer their remuneration to other beneficiaries upan request. Non-Executive Directors will not be entitled to any
SEeverance pay.

B.1.2.3 Remuneration of the Management Committee members

The remuneration of the Management Committee members is determined by the Board of Directors upon recommendation
by the Nomination and Remuneration Committee, in compliance with the prerogatives of the General Meetings of
Shareholders. Both the levels and structure of remuneration of Management Committee members are analysed on an
annual hasis.
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The remuneration of the Management Committee members is designed to ensure the organization’s continued ability to
attract, motivate and retain executive talent; to promote achievement of demanding performance targets and long-term
sustainable growth in order to align the interests of executives and shareholders in the short, medium and long term while
however avoiding excessive risk-taking behaviour and to stimulate, recognize and reward both strong individual
contribution and solid team performance.

The reward package for the Management Committee members reflects a concept of integrated total compensation
comhbining the following four major components of pay: base salary, annual incentive [short-term performance related
bonus]), long-term incentive and pension. In calibrating the various remuneration compaonents, the ohjective is to position
the overall remuneration levels in line with compensation practices of other insurance companies.

The variable compaonents are subject to a maximum. A large portion of the total compensation package of Management
Committee members consists of variable remuneration and is therefare ‘pay at risk’. The total reward package is part of
the contract with the Management Committee member providing also the main characteristics such as and amongst
others the expiration date, the termination clauses and various other clauses such as confidentiality and exclusivity.

B.1.2.4 Remuneration of the Independent Control Functions and the data protection
officer

For the members of the Independent Control Functions and the Data Protection Officer the variable component of the
remuneration is independent of the results of the Company.

B.1.2.5 Remuneration of the Risk Takers
There are no other ‘Risk takers’ at AG Insurance than the members of the Management Committee.
B.1.2.6 Review Process of the Remuneration policy

The remuneration policy is reviewed and updated on an annual basis, as needed. The Board of AG Insurance defines the
Remuneration policy based on information and recommendations provided by the Nomination and Remuneration
Committee. This information is discussed at AG Insurance Board meetings, and the Board takes decisions that are
appropriate to the specific context of AG Insurance.

B.1.3 Material transactions with sharehaolders and persaons having a
significant influence

No material transactions during the reporting period have taken place with shareholders, with persons who exercise a
significant influence on the undertaking, and with members of the administrative, management or supervisory body.

B.1.4 Information on material transactions

When exceeding on a cumulative basis the threshold of 100.000 EUR, the loans, credits or warranties granted by AG
Insurance towards Board members, members of the Management Committee and their direct relatives must be
immediately disclosed to the Board leaving the time to oppose.

Material transactions [insurance contracts) by the Board members, members of the Management Committee and their
direct relatives are concluded on commercial terms in conformity with prevailing market canditions [in accordance to the
NBB Circular 2017_21 dated 7 July 2017].

The Company will take all appropriate actions with regard to services that are required to be disclosed under the current
legislation and/or regulations.

B.2 Fitand Proper requirements

B.21 Fit and Proper requirements

AG Insurance applies the rules set forth in the amended NBB Circular 2016_31 and the “Fit & Proper Handbook” (NBB
Circular 2018_25] to the members of the Board of Directors, the members of its Advisary Committee, the members of the
Management Committee and the Key Functians.
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B.2.2 Fitand Proper process

Principles and guidelines as to the selection, development and appraisal of Members of the Board of Directors and of the
Management Committee as well as the different process steps for the selection, training and evaluation of Board members,
Members of the Management Committee, the key functions and the independent control functions within AG Insurance are
in place.

AG Insurance makes every effort to check a person’s suitability, e.g. by carrying out an assessment, not only before taking
a position but also during the performance of a paosition, on a periodic basis. If the result of the assessment of suitability
is positive, AG Insurance will in turn send the NBB full and reliable information about the person’s suitahility. Based upon
this information, supplemented by details collected by the NBB on its own initiative, the NBB will carry out its own
assessment of the suitahility of the person in question.

Each board member is requested to sign a statement (written declaration) of fitness & properness in which he/she
confirms that he/she will unreservedly conform to the AG Insurance ‘fit and proper’ standards and that he/she will give
immediate notice of any events which might turn out to be important in this respect. This statement has to be delivered
each year.

As the financial sector is canstantly evolving, AG Insurance takes all necessary steps to implement judicious continuous
training for all persons concerned, including the Board members.

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

B.3.1 General description, strategy and objectives

As an active provider of both Life and Non-Life insurance in the Belgian market, AG Insurance is exposed to a number of
risks, internal or external, that may affect the achievement of its objectives. Risk Management is an integral part of the
business and a key concern throughout the Company. The mission of the Risk Management Function is to promptly identify,
measure, manage, report and monitor risks potentially affecting the achievement of strategic, operational and/or financial
ohjectives. The Enterprise Risk Management [ERM) approach provides an integrated approach for managing current and
emerging risks, thus supporting long-term stability and growth. It ensures that the strategic planning and limit setting
conform to the risk appetite and tolerance as set by the Board. It encompasses the processes of identifying risks AG
Insurance is or may be exposed to, measuring the exposure to these risks, monitoring the risk profile and corresponding
capital needs on an on-going basis, taking the necessary and appropriate steps to contral or mitigate the risk position,
reporting to senior management and to the Board on the solvency and capital position. Sound risk governance is the
foundation of an effective risk management framework. The other key components of the Company’s risk management
framework are a set of risk appetite statements, a risk policy framewaork, a risk model framework and a set of risk reports.

AG Insurance’s strategy as to risk management consists in adopting a holistic approach to managing risks that is
coordinated at the highest level within the organization, through an open environment conductive to effective
communications about risks and risk management throughout the Company, eliminating functional and departmental
barriers to achieve an integrated, proactive and forward-looking approach to manage all key risks, integrating risk
management into the strategy and decision making and understanding and effectively managing the relationship between
risk, capital and reward within the boundaries of AG Insurance’s strategy.

Risk management focuses on achieving the objectives of understanding the key risks taken and maintain a solvency and
liguidity position such that no plausible scenario would cause the Company to default on its ohligations to policyholders
and debt holders; defining the risk appetite and ensuring that the risk profile is kept within set limits; supporting the
Company’s decision-making process by ensuring that consistent, reliable and timely risk information is availahle to the
decision makers and by using thatinformation to provide a risk opinion; encouraging a strong risk awareness culture where
managers are aware of the risks to their business, manage them effectively and report them transparently.

B.3.2 The Risk Management framewark

The risk management framework has been designed to support the mission and ohjectives of the Risk Management
Function. It incorporates a number of core compaonents that form a consistent and effective risk management framewaork,
in accordance with the principles of ‘Enterprise Risk Management’, underlying the process of systematically and
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comprehensively identifying material risks, assessing their impact and implementing integrated strategies to achieve the
Company’s objectives.

B.3.2.1 Risk Appetite framewaork

In a set of Risk Appetite statements, AG Insurance expressed the amount, type and tenor of risk it is willing to take and is
able to afford in pursuit of its objectives taking into account the expectations of its different stakeholders. Through a formal
Risk Appetite policy approved by the Board, the Company has defined a clear Risk Appetite framework, setting formal
boundaries for risk-taking. This framework is articulated around a number of quantitative criteria which are primarily based
on the stand-alone ahility and willingness to accept volatility in the key areas of Saolvency, Earnings and Liquidity. These
guantitative statements are complemented with gualitative risk appetite statements aiming at protecting the ‘Franchise
guality® of the Company paying attention to the internal functioning and efficiency and to the relationship with the major
stakeholders [staff, customers, partners, shareholders, investars, regulator and society].

Regarding Solvency, a key component in the quantitative criteria, AG Insurance strives to maintain a capital position such
that no plausible scenario would cause the Company to default on its obligations to policyholders. To accomplish this, the
solvency and capital position are monitored within a framework based on the Solvency Il framework as entered into force
on January, 1st 2016. For management purposes the Pillar | capital requirements are completed with an own best view as
to the risk-based assessment of the capital needs.

Appropriate management actions are triggered depending on the current position in the different monitoring framewaorks
as defined. The risk appetite is further cascaded down into workable risk limits at the level of the different risk takers and
which are monitored on a frequent basis.

B.3.2.2 Risk Policy framewaork

AG Insurance has designed a Risk paolicy framewaork as a core element for formalising Enterprise Risk Management. This
framework defines minimum requirements on how risk management activities are organized within the Company and sets
the boundaries within which the business lines from a risk perspective have to act.

B.3.2.3 Risk Model framewaork

The Risk Model framework contains a set of [risk] models which have the objective to quantify insight in a number of risks
the Company is exposed to. This information is used to support decision making at the strategic level of the Company as
well as in the daily operations (use test).

Risk models (including the Non-Life internal model] are subject to a robust model governance encompassing model control
and validation. Model developments and updates follow the procedures as described in the Model Management palicy and
in the Sll Valuation policy. They allow the Madel Control Board to control the full life cycle of the models. The overview of all
the risk models is given by the Model Register containing standard information for each model, together with an overall
model landscape that describes how the models are linked to each other, complemented with key inputs and outputs.
Regarding the validation of the maodels, an independent model validation team is operating at the level of Ageas Group.

B.3.2.4 Risk Reporting framewaork

AG Insurance has a Risk Reporting framework in place which defines a set of reports with the ohjective to communicate
the necessary information to the different stakeholders, hence contributing to the integration of the risk dimension in the
business decision-making process.

B.3.3 Risk process and risk systems

Risk management is performed following the well-known risk management cycle and related processes including risk
identification, risk assessment, management, monitoring and reporting. An important process to mention is ‘'ORSA’, the
‘own risk and solvency assessment’ as required by the supervisar. The regular ORSA [and related ORSA report] is well
integrated in the strategy and business planning process and provides a forward-looking assessment an all the risks
inherent in the business and the corresponding solvency and capital needs. At the same time attention is paid to
management actions (if any] to stay within the defined risk appetite and talerance [if breached]. This forward-looking view
is provided in a base case as well as in stressed situations (based on relevant stress tests and scenarios].

! Franchise quality is a qualitative metric associated with the intrinsic value as detsrmined by the intangible assets such as its brand, its
human capital, the guality of its management, its corporate culture, knowledge, etc. embedded in the Company.
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Risk processes are complex and hence require appropriate systems and supporting technologies to allow the Company to
manage these. AG Insurance disposes of appropriate risk modelling systems to carry out complex calculations, to quantify
the risk exposures, to assess the impact of stress tests and to aggregate risks. Risk monitoring systems are present to
analyse risk expasures, monitar any changes in the risk profile of the Company and to check that risk exposures remain
within the risk appetite and tolerance as defined by the Board.

B.3.4 Integration of the Risk Management System in the organizational
structure and in the decision-making process of the Company

Sound risk governance is the foundation of an effective risk management framewaork. Accordingly, AG Insurance has
adopted the industry standard ‘Three Lines of Defence’ model which recognises responsibility for risk management within
the business lines, the independent risk management function and internal audit. Furthermore a structure is in place with
following features:

A Chief Risk Officer who has overall respansibility for the Risk Management Function at the Company level and wha is
a member of the Management Committee and of the Board. The CRO has a standing invitation to the Risk Committee
and the Audit Committee.

A two-layered organization of the Risk Management Function with a central Risk department keeping risk oversight
while delegating risk responsibilities to Decentralised Risk Managers at the level of the business, support units and
subsidiaries. This operating model ensures greater proximity to the business and operations in view of better
reflecting their needs, hence fostering the necessary embedding of risk management, awareness and culture
throughout the Company. Note that the Chief Information Security Officer (CIS0O] - who is responsible far information
security across all business lines and support units - functionally reports to the CRO.

The CRO Office regroups the Risk Management Function, the Actuarial Function and the Compliance Function
respecting independence and avoiding conflicts of interest. Besides these three control functions, also Internal
Control and Data Protection are part of the CRO Office activities. Note that the CRO Office adopted a transversal GRC
(Governance, Risk & Compliance] approach encompassing a set of processes, practices and tools, with a risk-contral-
action philosophy that runs across departments and functions allowing the creation of a global comprehensive and
holistic risk view across the Company.

Several risk committees operating at different levels of the organization, including a Risk Committee at the level of
the Board, a Business Risk Committee at the level of the Management Committee, a Risk Function Committee
(supported hy different Business Line Risk Committees) as well as a Model Control Board at the level of the Risk
Management Function as depicted below:

AG Insurance Board

AG Insurance
Management Committee
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B.3.5 Own risk and solvency assessment
B.3.5.1 ORSA Process

AG Insurance performs an annual ORSA which is closely linked to the yearly Strategic Review and Multi-year business
planning processes. In order to achieve a close relation between strategy - risks - solvency/capital, AG Insurance sets up
an integrated process that provides the ORSA with essential bits of information with regard to the current and forward-
looking view of the risks related to the strategy and business plan [over the next three years), the corresponding solvency
needs and the capital position in a base case as well as in stressed situations. The ORSA process therefore requires the
definition of a number of relevant stress tests that could hinder the realization of the business objectives. To this end the
Strategic Review is accompanied by a ‘full’ bottom-up key risk identification exercise where business units and support
units are invited to reflect upon the major (current and emerging] risks that could possibly impact the realization of the
business objectives. This exercise provides a sound basis for determining a number of relevant stress tests and scenarios
which are expected to give Management more insight how the base case of the business plan might evolve under extreme
but plausible stress scenarics.

B.3.5.2 Frequency of the ORSA

Remark that besides the annual ORSA process, the risk management system allows to perform an ad-hoc or non-regular
(full or partial) ORSA as well and this in case circumstances require this. A significant change in the risk profile, in the
composition of own funds or in capital management/budget assumptions and forecasts, an acquisition (or divestment)
that significantly changes business, risk or solvency profile, a significant change to the strategy, affecting budget
assumptions in material ways, a significant change in the external business environment that has a big impact on the
asset-portfolio, a significant change in the liability portfolio, a significant deviation from the Risk Appetite indicatars
(solvency, liquidity, earnings, franchise quality], a significant change in regulation or a significant change due to
shareholder decisions could trigger such an ad hoc ORSA.

B.3.5.3 Method of calculation of own solvency and capital needs

For the calculation of the own solvency needs and capital position, AG Insurance uses a ‘Pillar || methodology’ which
consists in using a Pillar | partial internal model for the capital assessment of the risks (i.e. standard formula for all risks
except the use of an internal model for Non-Life underwriting risk] complemented with an own view on the modelling of a
number of risk factors such as spread risk [with respect to spread risk on government bhonds and corporate bonds],
property risk (proper calibration of the shock on real estate), inflation risk (in particular for Workmen’s compensation) and
the treatment of Employee benefits for own employees (IAS 19), as well as on the determination of the Own funds [valuation
of the Interparking concessians, the use of an Expected Loss Model and the treatment of Employee benefits for own
employees [IAS 19]). Standard formula aggregation technigues are used to integrate the Non-Life internal model into the
total SCR calculation.

B.4 Internal control system

B.4.1 Description of the Internal contraol framewaork

AG Insurance has an internal control framework in place of which the domains, roles and responsibilities are described in
the Internal Control policy. This framework governs a number of control domains such as ‘Operations’ in view of an
appropriate operational functioning of the institution, enabling the firm to achieve its objectives, an economically sound
and efficient use of the firms resources, oversight of all the risks and adequate risk management in order to protect the
firm’s assets; ‘Financial reporting” with the ohjective to have a complete and reliable financial reporting and management
information; and ‘Compliance’ with laws and regulations as well as with internal palicies and procedures.

B.4.2 Mission statement of the Compliance functiaon

The Compliance function, established as an independent second line contral function, sees to it that the Company and its
employees comply with laws, regulations, internal rules and ethical standards that fall within its areas; aims at creating a
dynamic of continuous improvement of the quality in compliance; aims at establishing a relationship of trust and mutual
understanding with the regulatory and supervisory autharities.

In performing its monitoring activities on the operational effectiveness of compliance checks the Compliance function
uses the surveillance results as provided by contact persaons within the first line based on empiric tests, follow-up of
appropriate risk indicators (such as complaints, incidents or exceptions] and interviews. Compliance informs the relevant
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business and support units of the results of its monitoring activities and follows up upon the respect of its
recommendatians.

B.5 Internal Audit Function

B.5.1 Mission Statement of the Internal Audit Function and implementation

Internal Audit provides an independent, objective and relevant assurance; it is designed to enhance and protect the
organisation’s value, and to improve AG Insurance’s operations. Internal Audit helps AG Insurance accomplish its objectives
by bringing a risk based systematic approach to evaluate the effectiveness of governance, risk management and control
processes, and to recommend solutions for optimizing them. Internal Audit’s scope includes all AG Insurance activities and
entities, including therefore the activities of major subsidiaries, as well as important and critical outsourced activities. The
internal audit methodology in place and applied is in conformance with the International Professional Practices framewaork
(IPPF). Internal Audit also operates in accordance with the principles and rules set hy the Belgian regulatary authaorities for
the internal audit function in the financial sector.

To achieve its mission, Internal Audit provides assurance, and to a lesser extent, advice. Assurance services involve internal
audit’s objective assessment of evidences in order to provide an independent and relevant opinion regarding an entity,
operation, function, process or system. The nature and scope of an assurance assignment are determined by Internal
Audit. Internal Audit may also provide advice on the efficiency and effectiveness of governance, risk management and
control processes, complementing its assurance services, or at the request of the Management Committee. This advisory
role is an ancillary role, and under no circumstances does it reduce the effectiveness of Internal Audit’s primary mission of
delivering an independent and relevant assurance.

B.5.2 Safeguards for independence and objectivity

In terms of independence and ohjectivity, Internal Audit complies with the following principles:

Independence for internal auditors is the freedom from conditions that threaten their ability to carry out internal audit
responsibilities in an unbiased manner.

Objectivity: internal auditors have to exhibit the highest level of objectivity in gathering, evaluating, and
communicating information about activity or process being examined. Internal auditors make a balanced assessment
of all the relevant circumstances and are not unduly influenced by their own interest or by others in forming
judgements.

B.6 Actuarial function

The Actuarial function, organized as an independent second line cantrol function, provides reasonable assurance through
independent reports on the adequacy and the compliance of the technical provisions in statutory and in IFRS accounts;
the adequacy and the compliance of the profit sharing policy; the appropriateness of the underwriting and pricing practice
of the company through assessment of profitability of the portfolio and product pricing (including risk/return] and
benchmarking these to company targets and limits; the appropriateness of the ALM and its impact on the profitability of
the portfolio or products; the appropriateness of the reinsurance program of the company; the appropriateness and
adequacy of the methodologies, models, assumptions and data used for the Solvency Il technical provisions calculations
and the back-testing of these provisions.

Furthermaore, the Actuarial function contributes to the effective implementation of the Risk Management System, in
particular to the risk modelling underlying the calculation of the solvency and minimum capital requirements and ORSA.
The Actuarial function in particular exercises the role of coordinating the calculation of Solvency Il technical provisions.
The reports of the Actuarial Function are yearly, quarterly or ad-hoc and presented to the Management Committee or the
Risk Committee.

B.7 QOutsourcing
The Compliance Officer of AG Insurance in agreement with the Board of Directors has established an Outsourcing policy

and a procedure ensuring the compliancy of the existing and future outsourcing contracts of AG Insurance with the
requirements of the applicable outsourcing regulations. By means of a mandatory completion of a Business Risk
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Assessment template, relevant risk bodies are informed and discuss projects relying on outsourcing. AG Insurance has
integrated in its internal outsourcing process the principles as set by the NBB Governance circular 2016_31 [as amended
in 2018 by the NBB] which must be applied by the insurance companies engaged in an gutsourcing process. A reporting
towards the Management Committee and the Board of Directors is in place.

The table below gives an overview of the critical or major operational activities, functions or tasks outsourced.

Solvency Il services including amongst others model validation Belgium
Mainframe Servicing Belgium
Imaging & archiving [scanning). Belgium
Postal mail malnagement: triage the mail, open and scan certain pieces of the mail and send the Belgium
scans electronically to the customer.

Printing of our documents Belgium
Data Center: space and related facilities in a secured area. Belgium
Non-Life Claims - Case management tool based on a cloud solution USA

B.8 Any other information

The effectiveness of the governance system is assessed on an annual basis as part of the System of Governance
Adequacy assessment [SOGA]. The SOGA is a self-assessment performed at the level of the Management Committee
which is facilitated by the second line. It capitalizes on the Internal Control assessment, audit assignments and separate
discussions on the governance with the respective responsible. Based on the different input sources, the SOGA report is
drafted including conclusions on the adequacy of the system of governance and the identified shortcomings (if any].

Overall, AG Insurance considers its system of governance to be appropriate taking into account the nature, scale and
complexity of the risks inherent in its business.
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AG Insurance offers a wide range of insurance products and, like other insurance companies, faces a variety of risks, such
as insurance risk, financial risk, operational risk, strategic and business risks. A risk taxonomy is in place which provides a
consistent and comprehensive approach ta risk identification, highlighting and defining the risks the Company is exposed
to.

C.1 Insurance risk

The results of life, health and non-life insurance business significantly depend upon the extent to which actual claims
experience remains consistent with the assumptions used in the pricing of products, as well as the extent to which
technical provisions prove adequate. Besides the exposure to the risk of pricing and provisioning assumptions being
inadequate, the Company is also exposed to mass lapse risk, preventing expected profit to emerge due to a massive loss
of business, as well as to catastrophic risk arising from pandemics, natural catastrophic events [such as windstorms,
hailstorms, floods, earthquakes] and man-made disasters [such as accidental explosions and acts of terrorism).

Each business manages insurance risk through a combination of a number of policies such as an insurance risk paolicy, an
underwriting policy, a product approval policy, a claims management palicy, a reserving policy and a reinsurance policy. In
managing insurance risk, particular attention is given to the underwriting process (encompassing risk selection and
pricing) in order to ensure that the customer segment purchasing the product is consistent with the underlying
assumptions made about the customers when the product was designed and priced. Underwriting involves review
procedures by actuarial staff examining the actual loss experience. A range of indicators and statistical analysis toals is
employed to further refine underwriting standards in order to improve the loss experience and/or ensure that pricing and
reserving are adjusted appropriately.

Business lines set premiums at levels that will ensure that the premiums received and the investment income earned
exceed the total value of claims, plus handling and management costs. Pricing appropriateness is tested with the use of a
range of technigues and key performance indicatars appropriate for a particular portfolio. Next to a priari profit testing, an
a posteriori monitoring is in place based on the evolution of metrics such as fair value and combined ratio.

AG Insurance closely monitors reserving risk, i.e. the risk that the technical provisions prove inadequate, through
appropriate reserving policies including tests, which are performed on each reporting date and which can, if necessary,
lead to recognition of additional liahilities that are charged to the income statement. Qualified actuaries [the Actuarial
Function] express their independent opinion on the averall adequacy of the liahilities arising from the insurance contracts.

AG Insurance also monitors and assesses insurance risk concentration according to the Solvency Il methodology that
underpins the calculation of the SCR, including geographical concentration with respect to property insurance [i.e. both
man-made and natural catastrophe risk] and concentration with respect to insured events for health insurance [accident
concentration risk]). The geographical analyses with respect to property insurance, for both natural catastrophe risk
(analysis per CRESTA zone?) and man-made catastrophe risk (analysis per 200m-circle®), are showing a geographically
well-diversified portfolio. Concentration risk in Health insurance is manitored on the basis of the SCR calculation for
accident concentration risk, showing the low materiality of this risk.

In the normal course of business, risk exposure to certain underwriting risks in life, health and non-life insurance business
is transferred to reinsurers through appropriate reinsurance arrangements [treaties). Under these arrangements,
reinsurers assume a portion of the losses and expenses associated with reported and unreported claims in exchange for
a share of the premiums. The Company primarily uses external reinsurance to mitigate the impact of natural catastrophes
(e.g. windstorms, earthquakes and floods), large single claims from policies with high limits, and multiple claims triggered
by a single man-made event. Reinsurers are selected primarily on pricing and counterparty risk considerations.

C.2 Financial risk

Financial risk encompasses all risks relating to the value and perfarmance of financial assets and, accordingly, represents
the most significant risk that the Company is exposed to. The risk framework in place combines investment policies, limits,
stress tests and regular maonitoring to control the nature and level of financial risks and to ensure that risks being taken
are appropriate for both customers and sharehaolders and are appropriately rewarded.

2 CRESTA is an acronym for ‘Catastrophe Risk Evaluation and Standardising Target Accumulations’.
3 For each risk location an analysis is made of the totality of risks within a 200 meter radius.
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Asset mix research is used to identify the appropriate strategic asset allocation while the market situation and prospects
are monitored on a regular basis to decide on the tactical asset allocation. The decision process balances risk appetite,
capital requirements, long-term risk and return, policyholder expectations, profit-sharing requirements, tax and liquidity
aspects to achieve an appropriate target asset mix.

Within Financial risk a distinction can be made between Market risk, Default risk and Liquidity risk.

C.3 Market risk

Market risk refers to the risk of adverse changes in the financial situation resulting from fluctuations in the interest rate
environment and/or in market prices of financial instruments. Market risk includes sub-risks such as interest rate risk,
spread risk, property risk, equity risk, currency risk as well as market risk concentration.

C.3.1 Interest rate risk

The level of and volatility in interest rates may adversely affect AG Insurance’s business. To be able to meet future liabilities,
insurers invest in a variety of assets that typically include a large portfolio of fixed income securities. The evolution in
interest rates may impact the return earned as well as the market value of the fixed income portfolio. Interest rates are
highly sensitive to many factors, including governmental, monetary and tax palicies, economic and political considerations,
inflation, governmental debt, the regulatory environment, and other factors that are beyond the Company’s control.

As cash flows can be [re-]invested at higher rates, the earnings of an insurer will typically be paositively impacted by an
increase in interest rates, though only over a protracted period of time. The largest beneficiaries will be life insurers with
large traditional books of participating business. Surrenders or lapses could, however (and certainly in case of a steep rise
in interest rates), temporarily increase as higher investment returns may be available elsewhere and policyholders would
have an incentive to switch. This is particularly the case if surrender penalties are relatively low.

To reduce the impact of the interest rates on its net asset value, AG Insurance attempts to match its liabilities with fixed
income assets that have the same, or a similar, sensitivity to interest rates, therehy offsetting the interest rate risk between
assets and liabilities. Interest rate risk is closely monitored using a number of indicators including mismatch analysis and
stress testing. Investment policies usually require close matching unless specifically approved otherwise. If deemed
appropriate, derivative instruments such as interest rate swaps and swaptions are used to mitigate the exposure to
interest rate risk.

C.3.2 Spread risk

AG Insurance owns a significant fixed income portfolio, mainly composed of sovereign and corporate bonds, where
investments match the Life policyholder liabilities. The exposure to (credit] spread risk primarily relates to market price
and cash flow variability associated with changes in credit spreads. Spread widening will, for example, reduce the value of
fixed income securities held while increasing the investment income associated with acquisitions of fixed income
securities. Conversely, spread tightening will generally increase the value of fixed income securities in the portfalio and will
reduce the investment income associated with acquisitions of fixed income securities. A number of factors may cause a
change in spread of an individual asset or a whole class of assets, including a perception or fear in the market of an
increased likelihood of default.

AG Insurance generally aims to hold fixed income investments until maturity, which is made possible by the illiquidity of a
large part of its liabilities. This strategy reduces the impact of spread risk significantly, because the Company will in general
not be in a position where it has to sell at distressed prices [though it may decide to do so if it considers this to be a better
course of action).

C.3.3 Property risk

The value of the property portfolio which includes investments in offices, retail, logistic centres and nursing homes as well
as car parks across Europe [through a participation in Interparking] is subject to risks related to, amaong others, property
prices, rent levels, occupancy levels, consumer spending and interest rates. Changes in these factors can cause volatility
and could hence impact the value of the portfolio.

AG Insurance has the necessary tools in place to closely monitar the property risk to which it is exposed. The risk is
mitigated through a significant number of long-term renting contracts with stable (institutional] counterparties and
through investing in real estate and car parks which are geographically spread over Europe. For risk management
purposes, the definition of real estate exposure is based on the market value of the properties and includes property held
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for own use. This differs from the exposure reported under IFRS that excludes unrealised gains and separately reports
property held for own use.

C.3.4 Equity risk

Stock market volatility may significantly affect equity market prices and reduce unrealised capital gains [or increase
unrealised capital losses] in the investment portfalio. Volatility may also negatively affect the demand for certain insurance
products such as Unit-Linked products. Stock market downturns and high volatility occur not only because of the economic
cycle, but also because of international tensions, acts of terrorism, natural disasters or other events that are beyond the
Company’s control.

AG Insurance manages equity risk through limit setting in line with the strategic asset allocation and risk appetite, as well
as through an investment paolicy that requires a range of contraols to be in place including actions required in the event of
significant decreases in value.

C.3.5 Currency risk

Currency risk arises from changes in the level or volatility of relevant currency exchange rates when there is a mismatch
between assets and liabilities in the considered currency. AG Insurance carries a limited amount of foreign currency
expaosures, in particular to U.S. dollar.

The Company’s investment policy limits this risk by requiring hedges for currency mismatches between assets and
liabilities, eliminating a large part of this risk. Next to that a range of instruments and strategies are used to hedge against
residual currency risks.

C.3.6 Market risk concentration

Market risk concentration refers to the risks stemming from a lack of diversification in the asset portfolio, leading to a large
exposure towards a single issuer of securities or a group of related issuers.

In order to mitigate this risk, diversification is an essential objective of the investment policy which defines concentration
limits and encourages the use of different asset classes with sufficient geographical diversification together with
diversification on industries and issuers.

Note that as to market risk concentration AG Insurance has a significant exposure to Belgian sovereign bonds. Though in
line with its investment policy, AG Insurance acknowledges that the occurrence of a Belgian state default scenario could
significantly harm its solvency and capital position under all relevant hypotheses. The current exposure is nevertheless
considered to be acceptable based on the belief that a default of the Belgian state is considered to be highly improbable.
If this scenario should nevertheless materialise, it could be expected that such an event - having consequences for the
Belgian insurance sector as a whaole - would call for appropriate sector-wide measures.

Note as well that through investments in shares, corporate bonds and real estate, AG Insurance has an impartant exposure
to BNP Paribas Fortis, but that this exposure remains firmly within the boundaries set for all corporate exposures.

C.3.7 Risk sensitivity

As part of its risk appetite monitoring AG Insurance performs stress and scenario testing on a guarterly basis. Stress and
scenario testing (including reverse stress tests] is an integral part of the Own Risk and Solvency Assessment [ORSA] and
stress tests are performed on an ad hoc basis as well, e.g. on request of NBB and/or EIOPA. Whereas these tests - given
the importance of the Company’s asset and liability matching - show a low sensitivity for interest rate movements, some
vulnerability to spread widening could be observed. The latter is however not to be considered as an economic issue but
rather as a consequence of the treatment of spread movements under the prevailing Solvency Il framewark. There is also
a clear impact from a downturn in property values, linked to the relatively important expaosure, but this remains clearly
within the Company’s risk appetite.
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Official Q4 2019 5.925 3.043 195%

Government/corporate bonds +50bps 5.157 3.379 153% -42
Government +50bps 4.966 3.508 142% -53
Corporate bonds +50bps 6.041 2.887 209% 15
Ultimate forward rate 3,60% 5.860 3.076 191% -4
Ultimate forward rate 3,90% 5.886 3.057 193% -2
Equity -25% 5.529 2.862 193% -2
Property -10% 5.577 3.196 175% -20
Yield curve +50bps 6.043 2921 207% 12
Yield curve -50bps 5.750 3.175 181% -14

C.4 Default risk

Default risk arises directly from AG Insurance’s investment activities, due to exposure to issuers of sovereign or corporate
baonds, as well as from default exposure to other counterparties and debtors.

Investment default risk includes the risk of actual default of the issuer of sovereign aor corporate bonds. There is a risk that
the debt issuer may be unable or unwilling to repay the principal or pay due interests, and AG Insurance may have limited
recourse to compel payment.

Investment default risk is actively managed through limits which take into account the type of credit exposure, the credit
quality (translated into credit ratings] and the maturity. Regular maonitoring and early warning systems are in place. AG
Insurance recognises impairment losses for specific credit risk if there is objective evidence that it will not be possible to
collect allamounts due in accordance with contractual terms. The amount of the impairment loss is the difference between
the carrying amount and the recoverable amount. For market-traded securities, the recoverable amount is the market
value.

Counterparty default risk reflects possible losses due to the unexpected default of third parties involved in risk-mitigating
contracts, such as reinsurance arrangements, securitizations and derivatives. Assets exposed to counterparty risk further
include receivables from intermediaries and clients, private loans to intermediaries, mortgage loans to clients and policy
loans to policyholders.

The necessary tools are in place to closely monitor the creditworthiness of the reinsurers AG Insurance deals with based
on periodic reviews of their financial statements, reputation and rating. A dedicated team manages relations with
intermediaries and has a procedure in place for selecting the appropriate intermediaries. Strict acceptance criteria
(including account limits) apply when granting private loans and a mortgage loan acceptance policy is in place.

C.5 Liguidity risk

Ligquidity risk is the inability to meet cash obligations when payment is due. Two categories of liquidity risk are considered:
Funding liquidity risk (the inability to meet all cash demands of policyholders or other contract holders, in both normal and
stressed circumstances, without suffering unacceptable losses) and Market liquidity risk {the inability to realise assets due
to inadequate market depth or market disruption].

Liguidity risk in the business stems from the liquidity characteristics of assets and liahilities. Some life insurance liabilities
are subject to surrender while others, such as pension insurance liahilities, term insurance liabilities and annuities, are
highly illiquid. Tax legislation and built-in penalties in case of surrender strengthen the illiquidity of some life insurance
products. Property and casualty insurance liahilities are also considered illiquid by nature. Assets are characterised by a
different degree of liquidity, ranging from highly liquid [cash] to a low degree of liquidity (real estate]. Additionally, a
protracted slowdown may reduce the liquidity of markets that are under normal circumstances liquid.

Liguidity risk is not considered to be a significant risk for an insurer (even in the stressed and illiquid market conditions of
2008). The nature of liquidity risk in insurance entities is not comparahle to that in banking entities, mainly because of the
different structure of the asset/liahility profile. Banking activities normally have to cope with assets that have longer
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durations than the corresponding liabilities, which is generally quite the contrary for insurance activities. As part of the
ORSA a stress test with respect to liguidity has been performed, which confirms this conclusion.

Liguidity risk management at AG Insurance level involves determining the liquidity ratio in a normal and a stressed situation
(1in 200 scenario] and is monitored on a regular basis, with corrective actions taken if certain thresholds are reached.

Note that the expected praofit included in future premiums [(i.e. EPIFP which amounts to 255 millians EUR] which can be
taken into account to cover solvency requirements, is - given its illiquid nature - not taken into account to cover liguidity
risk. The EPIFP is calculated as the difference between on the one hand the total Own Funds and on the other hand Own
Funds which have been recalculated as if no future premiums would be received. The second calculation assumes that not
receiving the premiums does not lead to surrender of the contract, but that it remains in force.

C.6 Operational risk

Operational risk is the risk of losses arising from inadequate or failed internal processes, people or systems, or from
external events. Although assuming operational risk is part of doing business, it is normally an undesired type of risk
hecause higher risk does not lead to higher rewards. The ultimate goal of operational risk management is therefore
protecting the value of the company (including its franchise gquality] against negative impacts from risks that could
materially harm the company and its different stakeholders [staff, customers, partners, shareholders, investors, regulator
and society).

As operational risk is diverse in nature and permeates in all business activities, the management of operational risk is
embedded in the whole organisation, as an integral part of sound business decision-making. This allows an appropriate
understanding of the nature and significance of the operational risks to which the organisation is exposed, including its
sensitivity and ahility to mitigate them.

AG Insurance has a sound operational risk management in place for administering its portfolio of products, activities,
processes and systems, generally covering the different domains of operational risk:

Clients, Products and Business Practices
Execution, Delivery and Process Management
Business disruption and system failures
Employee Practices and Workplace Safety
Internal Fraud Risk

External Fraud risk

Damage to physical assets

Management of operational risk is an important element in the safeguarding of AG Insurance’s franchise guality. In this
context a risk appetite is defined which has been translated in a number of Key Risk Indicators, i.e. metrics used to provide
an early warning of increasing risk exposures and allow to monitor compliance with the operational risk appetite and
tolerances.

Operational risk procedures include:

Business continuity management being the process for identifying an organization's risk of exposure to internal and
external threats and the impacts to business operations those threats, if realized, might cause. It encompasses two
stages, contingency planning (proactive with a focus on business continuity and disaster recavery planning] and crisis
management (responsive - during the disruptive event];

Being an insurance company, AG Insurance’s services are knowledge- and information-intensive as such reliable
information is crucial. Information security management, being the process of protecting information assets in a
continuous and appropriate way from accidental or intentional breaches, is therefare an important part of its
operational risk management. Given the increase over time in cyber criminality, cyber risk including data leakage and
data protection (with special attention to personal data] aspects is a major point of attention. Note that AG Insurance
is IS0 27001 certified for its IT processes;

AG Insurance wants to be recognized as an insurance company of greatest integrity, with high ambitions toward
prevention, detection and investigation of acts of froud committed both, internally and externally. To increase
awareness, AG Insurance invests in fraud prevention such that staff in all fraud sensitive departments, receives
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training for fraud prevention. Regarding detection and investigation, AG Insurance has a zero tolerance for fraud
meaning that in case of occurrence of the risk, mitigating and /or carrective actions are imposed;

Internal contral including the implementation of robust controls to prevent operational losses throughout the
Company. Note that it is not a ane shot assessment but it is a continuous point of attention for all employees to allow
the achievement of the objectives of the company;

Adequate insurance protection to prevent financial consequences of major incidents damaging the assets of the
Company (professional liability, fraud, natural disasters, etc.};

In the running of its activities, AG Insurance relies on a number of external parties providing services in the context of
an outsourcing contract or another service agreement. As relying on external providers in no way reduces the
responsibilities of AG Insurance, a number of mitigating actions are in place for both the selection of a new provider
and the follow-up afterwards and;

AG Insurance, like any insurance company is subject to changes in the legal and/or regulatory environment AG
Insurance has organized itself in view of closely monitoring and anticipating ongoing legal/regulatory changes, so as
to manage compliance risk, avoid surprises and to be ready in time for each change;

When launching new projects, AG Insurance performs an assessment of operational risks related to that project using
a standard questionnaire. This assessment allows to define the required mitigating actions.

Incidents and operational losses are tracked in an incident register; this register serves as a basis for the definition of
mitigating actions to allow continuous improvement.

C.7 Strategic and Business risk

Strategic risk generally emerges as a consequence of adverse business decisions, improper implementation of decisions,
or a lack of respansiveness to industry changes. Strategic risk is addressed by examining multi-year scenarios, considering
the related risks, as well as by monitoring the implementation of the chosen strategy through the multi-year business plan.
The latter takes into account all the current and future risks as identified through the full annual key risk identification
process. ORSA furthermore provides insights in how these risks could potentially jeopardize the realisation of the strategic
and business plan and to what extent these plans have adequate capacity to withstand and mitigate these risks.

Business risk is a potential consequence of changes in external factors - paolitical, economic, social, technological,
environmental and legal - impacting the environment and conditions AG Insurance is operating in. It includes elements
such as a change in customer behaviour, a change in distribution landscape or a strategic move from competitars.
Business risk management requires pre-emptive risk management, anticipating possible developments in the
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