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CORPORATE GOVERNANCE

Corporate Governance Report

Since 2004, the UNIQA Group has committed compliance with the Austrian Code of Corporate
Governance and publishes this compliance declaration both in the Group annual report and on
the Group website, www.uniqagroup.com, in the Investor Relations section. The Austrian Code
of Corporate Governance is also publicly available at www.corporate-governance.at.

Implementation and compliance with the individual rules of the Code are annually evaluated
by Univ.Prof.DDr. Waldemar Jud Corporate Governance Forschung CGF GmbH. Primarily on the
basis of a questionnaire, this institution evaluates whether the company complies with the Austrian
Code of Corporate Governance, as published by the Austrian “Working Group on Corporate Gov-
ernance”. The report on the external evaluation in accordance with rule 62 of the Austrian Code
of Corporate Governance can also be found at www.unigagroup.com.

UNIQA declares its continued willingness to comply with the currently effective Austrian Code
of Corporate Governance. The Code’s “L rules” (legal requirements) are all fully adhered to in ac-
cordance with the law. However, UNIQA deviates from the provisions of the Code in the version
applicable for the reporting year with regard to the following “C rules” (comply or explain) and
explains as follows:

Rule 27

In connection with the current repositioning of the UNIQA Group, the criteria of rule 27 concerning
the variable portions of the compensation of the Management Board will not be applied to individual
members of the Management Board.

Rule 49

Due to the shareholder structure of the UNIQA Group and the special nature of the insurance
business with regard to the investment of insurance assets, there are a number of contracts with
companies related to individual members of the Supervisory Boards. As long as such contracts re-
quire approval by the Supervisory Board according to Section 95 paragraph 5 sub-para 12 of the
Austrian Stock Corporation Act (rule 48), the details of these contracts cannot be made public for
reasons of company policy and competition laws. In any case, all transactions are handled under

customary market conditions.
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MEMBERS OF THE MANAGEMENT BOARD FROM 1 JULY 2011

Chairman
Andreas Brandstetter
1969%*, appointed since 1 January 2002 until 30 September 2013

Responsible for:

e Investor Relations

e Group HR

* Group Marketing & Communication
* Group IT & Process Organisation

e Group Audit

* General Secretariat

e Strategic Project Management

* Raiffeisen Insurance Austria

Supervisory Board appointments or comparable functions in other domestic and foreign companies
not included in the consolidated financial statements:

* Member of the Supervisory Board of CEESEG Aktiengesellschaft, Vienna

* Member of the Supervisory Board of Wiener Borse AG, Vienna

Members
Hannes Bogner
1959%, appointed since 1 January 1998 until 30 September 2013

Responsible for:

e Group Accounting

* Group Asset Management

 Group Controlling (until 31 January 2012)

Supervisory Board appointments or comparable functions in other domestic and foreign companies
not included in the consolidated financial statements:
* Member of the Board of Directors of Takaful Emarat Insurance, UAE

Wolfgang Kindl
19667, appointed since 1 July 2011 until 30 September 2013

Responsible for:
¢ UNIQA International

Hartwig Léger
1965%*, appointed since 1 July 2011 until 30 September 2013

Responsible for:
e UNIQA Austria
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Kurt Svoboda
1967*, appointed since 1 July 2011 until 30 September 2013

Responsible for:

» Group Controlling (from 1 February 2012)
* Risk Management

¢ Value Management

¢ Investment Management

e Group Actuarial Office

¢ Reinsurance

¢ Market Risk Management

Gottfried Wanitschek
1955%, appointed since 1 January 1997 until 30 September 2013

Responsible for:

¢ Group Audit

* Equity Holdings

* Real Estate

 Legal Affairs

¢ Corporate Business

Supervisory Board appointments or comparable functions in other domestic and foreign companies

not included in the Consolidated Financial Statements:

¢ Member of the Supervisory Board of Casinos Austria Aktiengesellschaft, Vienna

¢ Member of the Supervisory Board of Epamedia — Européische Plakat- und Aussenmedien
GmbH, Vienna

e Vice Chairman of the Supervisory Board of Kurier Beteiligungs-Aktiengesellschaft, Vienna

¢ Member of the Supervisory Board of Leipnik-Lundenburger Invest Beteiligungs
Aktiengesellschaft, Vienna

¢ Member of the Supervisory Board of Mediaprint Zeitungs- und Zeitschriftenverlag
Gesellschaft m.b.H., Vienna

« Member of the Supervisory Board of Raiffeisen Zentralbank Osterreich
Aktiengesellschaft, Vienna

MEMBERS OF THE MANAGEMENT BOARD UNTIL 30 JUNE 2011

The members of the Management Board and their responsibilities as well as their Supervisory
Board mandates in domestic and foreign listed companies are in line with the information given

in the Corporate Governance Report in financial year 2010.
THE WORK OF THE MANAGEMENT BOARD

The work of the members of the Management Board is regulated by the rules of procedure. The
division of the business responsibility as decided by the entire Management Board is then approved
by the Supervisory Board. The rules of procedure regulate the members of the Management Board’s
disclosure and approval obligations to each other and to the Supervisory Board. A catalogue of




CORPORATE GOVERNANCE

measures is laid out that requires the authorisation of the Supervisory Board. The Management
Board meets regularly (weekly) and the members of the Management Board report on the current
course of business, determine what steps should be taken and make strategic corporate decisions.

In addition, there is a continuous exchange of information between the members of the Man-
agement Board regarding relevant activities and events.

The Management Board informs the Supervisory Board at regular intervals, in a timely and
comprehensive manner, about all relevant questions of business development, including the risk
situation and the risk management of the Group. In addition, the Chairman of the Supervisory
Board is in regular contact with the Chairman of the Management Board and discusses the strategy,

business development and risk management of the company with him.

MEMBERS OF THE SUPERVISORY BOARD

Chairman
Christian Konrad
1943*, appointed since 29 June 1990 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:

e Chairman of the Supervisory Board of Agrana Beteiligungs-Aktiengesellschaft, Vienna

e Member of the Supervisory Board of DO & CO Restaurants & Catering Aktiengesellschaft,
Vienna

* Member of the Supervisory Board of BayWa AG, Munich

¢ Vice Chairman of the Supervisory Board of Siidzucker AG Mannheim/Ochsenfurt, Mannheim

1st Vice Chairman
Georg Winckler
1943*, appointed since 17 September 1999 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:
e 1st Vice Chairman of the Supervisory Board of Erste Group Bank AG, Vienna

2nd Vice Chairman
Walter Rothensteiner
1953*, appointed since 3 July 1995 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:
e Chairman of the Supervisory Board of Raiffeisen Bank International AG, Vienna

3rd Vice Chairman
Christian Kuhn
1954%, appointed since 15 May 2006 until the 16th Annual General Meeting (2015)

4th Vice Chairman

Giinther Reibersdorfer

1954*, appointed from 23 May 2005 until 25 May 2009 and since 31 May 2010 until the 16th Annual
General Meeting (2015)
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5th Vice Chairman
Ewald Wetscherek
1944*, appointed since 17 September 1999 until the 16th Annual General Meeting (2015)

Members
Ernst Burger
1948%*, appointed since 25 May 2009 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:

¢ Vice Chairman of the Supervisory Board of Josef Manner & Comp. Aktiengesellschaft, Vienna

Erwin Hameseder
1956%*, appointed since 21 May 2007 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:

¢ 1st Vice Chairman of the Supervisory Board of Raiffeisen Bank International AG, Vienna

¢ Vice Chairman of the Supervisory Board of Agrana Beteiligungs-Aktiengesellschaft, Vienna

¢ Vice Chairman of the Supervisory Board of Strabag SE, Villach

¢ Chairman of the Supervisory Board of Flughafen Wien Aktiengesellschaft, Vienna Airport
(since 31 August 2011)

* Member of the Supervisory Board of Siidzucker AG Mannheim/Ochsenfurt, Mannheim

Eduard Lechner
1956%*, appointed since 25 May 2009 until the 16th Annual General Meeting (2015)

Hannes Schmid
1953%, appointed since 25 May 2009 until the 16th Annual General Meeting (2015)

Supervisory Board appointments in domestic and foreign listed companies:
¢ Chairman of the Supervisory Board of Raiffeisen Bank International AG, Vienna

Assigned by the Central Employee Council
Johann-Anton Auer
1954*, since 18 February 2008

Doris Bohm
1957%, since 7 April 2005

Anna Gruber
1959%*, since 15 April 2009

Franz Michael Koller
1956%*, since 17 September 1999

Friedrich Lehner
1952%*, from 31 May 2000 to 1 September 2008 and since 15 April 2009
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The Supervisory Board of UNIQA Versicherungen AG had five meetings in 2011.

COMMITTEES OF THE SUPERVISORY BOARD

Committee for Board Affairs

e Christian Konrad (Chairman)
* Georg Winckler

« Walter Rothensteiner

e Christian Kuhn

Working Committee

e Christian Konrad (Chairman)
* Georg Winckler

e Walter Rothensteiner

e Christian Kuhn

e Glinther Reibersdorfer

* Ewald Wetscherek

Assigned by the Central Employee Council
e Johann-Anton Auer

e Doris Bohm

e Franz Michael Koller

Audit Committee

e Christian Konrad (Chairman)
e Georg Winckler

« Walter Rothensteiner

e Christian Kuhn

e Giinther Reibersdorfer

* Ewald Wetscherek

Assigned by the Central Employee Council
e Johann-Anton Auer

e Doris Bohm

e Franz Michael Koller

Investment Committee

e Erwin Hameseder (Chairman)

* Georg Winckler (Vice Chairman)
¢ Eduard Lechner

e Hannes Schmid

Assigned by the Central Employee Council
e Johann-Anton Auer
e Doris Bohm
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THE WORK OF THE SUPERVISORY BOARD AND ITS COMMITTEES

The Supervisory Board advises the Management Board in its strategic planning and projects. It par-
ticipates in the decisions assigned to it by statute, by the company articles and by its rules of procedure.
The Supervisory Board is responsible for supervising the management of the company by the Man-
agement Board. A Committee for Board Affairs of the Supervisory Board has been formed for handling
the relationships between the company and the members of its Management Board relating to
employment and salary.

The appointed Working Committee of the Supervisory Board shall be called upon for decisions
only if the urgency of the issue will not allow the decision to wait until the next meeting of the Su-
pervisory Board. It is the chairman’s responsibility to evaluate the urgency. The decisions passed
must be reported in the next meeting of the Supervisory Board. The Working Committee decides,
in principle, on all issues that are the responsibility of the Supervisory Board; issues of particular
importance or which are stipulated by law are excepted, however.

The Audit Committee of the Supervisory Board has the same members as the Working Committee.
The Audit Committee, including the activities of the Working Committee in its function as an audit
committee, performs the duties assigned to it by law. Finally, the Investment Committee advises the
Management Board with regard to its investment policy; it has no decision-making authority.

Atits two meetings, the Committee for Board Affairs dealt with the legal employment formalities
of the members of the Management Board, in particular in conjunction with the repositioning of
the UNIQA Group.

In its four meetings, the Working Committee mainly discussed the profit developments of the
Group, assessed the company strategy and made the decision to circulate it in writing, due to its ur-
gency.

The Audit Committee, including the Working Committee, which was also functioning as an audit
committee, met in five sessions, dealt with all audit documents and the Management Board’s proposed
appropriation of profit, concentrating particularly on the internal auditing reports on audit regions
and significant audit discoveries based on executed audits.

The Investment Committee had three meetings about the capital investment strategy and issues
concerning the capital structure.

The respective chairmen of the committees informed the members of the Supervisory Board
about the meetings and their committee’s work.

For information concerning the activities of the Supervisory Board and its committees, please
see the explanations in the Report of the Supervisory Board.

MEASURES TO PROMOTE WOMEN ON THE MANAGEMENT BOARD,
THE SUPERVISORY BOARD AND IN TOP EXECUTIVE POSITIONS

Asinrecentyears,in 2011 UNIQA continued to fill more and more top executive positions with women.
Thus, during this year alone, five female employees were appointed to Management Board positions in
the UNIQA Group (in Austria, Serbia and the Ukraine) or to positions directly reporting to the Manage-
ment Board. This puts the Group-wide share of women in Management Board positions and the top ex-
ecutive level at 18 per cent. In the international Group companies, it is 25 per cent. With flexible work
hours, part-time models and the option of teleworking, UNIQA gives its female employees the means
to make their careers as compatible as possible with their families.
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Intherecruiting process, UNIQA pays attention not just to education, experience, personal qualities
and equal gender treatment. As an international corporation active in 20 European countries, UNIQA
places special emphasis on encouraging more female employees to spend a certain amount of their pro-
fessional life in international Group companies. More and more female employees in the companies
abroad are also being invited to work temporarily for the Austrian company. In 2011, female employees
were successfully transferred from Romania and Poland to Vienna, where they hold strategic positions
for UNIQA International Versicherungs-Holding AG. The Supervisory Board Committee for Board Af-
fairs, which also acts as the Nominating Committee, strives to include equally qualified women for con-
sideration for upcoming vacancies on the Supervisory Board and Management Board.

INDEPENDENCE OF THE SUPERVISORY BOARD

All selected members of the Supervisory Board have declared their independence under rule 53

of the Austrian Code of Corporate Governance.

A Supervisory Board member is considered independent if he or she is not in any business or
personal relationship with the company or its Management Board that represents a material
conflict of interests and is therefore capable of influencing the behaviour of the member.

UNIQA has established the following points as additional criteria concerning the independence
of a Supervisory Board member:

* The Supervisory Board member should not have been a member of the Management Board or a
managing employee of the company or a subsidiary of the company in the past five years.

 The Supervisory Board member should not maintain or have maintained within the last year
any business relationships significant for said Supervisory Board member with the company or
a subsidiary of the company.

« This also applies to business relationships with companies in which the Supervisory Board member
has a significant economic interest but does not perform executive functions in the company.

* The Supervisory Board member should not have been auditor of the partners or a shareholder
or employee of the auditing company within the last three years.

* The Supervisory Board member should not be a Management Board member of another company
in which a Management Board member of the company is a Supervisory Board member unless
one of the companies is a member of the other company’s group or holds a business interest in
the company.

* The Supervisory Board member should not be a member of the Supervisory Board for longer
than 15 years. This does not apply to Supervisory Board members who are shareholders with an
entrepreneurial stake or who are representing the interests of a party with such a stake.

* The Supervisory Board member should not be a close family relative (direct descendent, spouse,
life companion, parent, uncle, aunt, sibling, niece, nephew) of a Management Board member or
of persons who are in one of the positions described in the above points.
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COMPENSATION REPORT

Earnings of the Management Board and Supervisory Board

Members of the Management Board receive their remuneration exclusively from UNIQA Ver-

sicherungen AG, the Group holding company.

Figures in € thousand 2011 2010
The expenses for remuneration of Management Board members
attributable to the financial year amounted to:
Fixed payments 2,789 2,747
Variable payments 431 1,959
Regular payments 2,832 4,705
Severance claims 2,785 -
Total 5,617 4,705
Of which was proportionally passed on
to the operative subsidiaries: 5,336 4,470
Former members of the Management Board and
their surviving dependants were paid: 2,598 2,556
For pension commitments to these persons
the following provision was made on 31 December: 20,790 23,548

) These variable payments were made for the 2010 financial year, together with the provisions made in the 2010 annual financial statements in the amount
of €1,959,000. The members of the Management Board are not receiving any variable payments for 2011.

Payments to the Management Board are divided up among the individual members as follows:

Name of the Management Board member Fixed Variable Severance Annual
Figures in € thousand payments 2011 payments 20111 claims 2011 total
Andreas Brandstetter 491 - - 491
Hannes Bogner 475 - - 475
Wolfgang Kind! (from 1 July 2011) 229 - - 229
Hartwig Loger (from 1 July 2011) 224 - - 224
Kurt Svoboda (from 1 July 2011) 223 - - 223
Gottfried Wanitschek 501 - - 501
Retired effective 30 June 2011

Konstantin Klien 368 - 2,337 2,705
Karl Unger 278 - 448 726

) Adjusted for the € 42,575 paid out for the 2010 financial year.

The compensation to the members of the Supervisory Board for their work in the 2010 financial

year was € 380,000. A provision of € 304,000 has been made for compensation of their work in
the 2011 financial year. In 2011, € 33,375 (2010: € 39,225) were paid out in attendance fees and

cash expenditures.

Figures in € thousand 2011 2010
For the current financial year (provision) 304 380
Meeting fees 33 39
Total 337 419
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The Supervisory Board’s compensation (including attendance fees) was split between the individual
members of the Supervisory Board as follows:

Name of the Board member Compensation Compensation
Figures in € thousand 20111 2010
Christian Konrad 57 71
Georg Winckler 47 58
Walter Rothensteiner 4 51
Christian Kuhn 4 51
Markus Mair — 17
Giinther Reibersdorfer 36 28
Ewald Wetscherek 36 45
Ernst Burger 13 16
Erwin Hameseder 19 23
Eduard Lechner 19 24
Hannes Schmid 19 23

"I The Management Board and the Supervisory Board are recommending to the 2012 Annual General Meeting that a resolution be passed to reduce compensation.

Former members of the Supervisory Board did not receive any compensation.

The information according to Section 239 paragraph 1 of the Austrian Commercial Code in connection
with Section 80b of the Insurance Supervisory Act, which must be included in the Notes as mandatory
information for IFRS financial statements to release the company from the requirement to prepare
financial statements in accordance with the Austrian Commercial Code, is defined for the individual
financial statements according to the provisions of the Austrian Commercial Code, with expanded
scope. In addition to the executive functions (Management Board) of UNIQA Versicherungen AG,
the individual financial statements also include the earnings of the Management Boards of the sub-
sidiaries, insofar as there is a legally binding basis with UNIQA Versicherungen AG.

Principles for profit participation by the Management Board

A variable income component was made available to the members of the Management Board in
the form of bonus agreements if they meet certain defined prerequisites for entitlement. This
bonus will be provided as a one-time payment based on the earnings situation. The basis for de-
termining the size of the bonus is the return on equity based on the IFRS consolidated financial
statements of UNIQA Versicherungen AG. The Management Board reports to the Committee for
Board Affairs on the balance sheet work involving the development of the Group’s reserves. The
Committee for Board Affairs can take changes to the reserves into account in determining the size
of the bonus payments and establish an adjusted Group return on equity. No changes with respect
to the previous year were made to the principles of the profit participation. No boni were paid out
for the 2011 financial year.

Principles for the pension scheme provided by the company

for the Management Board and its prerequisites

Retirement pensions, a pension for occupational disability as well as a widow’s and orphan’s pension
have been established, whereby the pension entitlements are managed by Valida Pension AG. The
retirement pension is due in principle upon meeting the requirements for the old-age pension ac-
cording to the General Social Security Act. In the event of an earlier retirement, the pension claim
is reduced. For the occupational disability pension and the pension for surviving dependants, basic

amounts are provided as a minimum pension.
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Principles for vested rights and claims of the Management Board

of the company in the event of termination of their position

Severance payments have been agreed upon based partially on the provisions of the Salaried Em-
ployee Act. The agreed-upon termination packages on the occasion of premature termination of
the work of the Board member conform with the criteria of rule 27a of the Austrian Code of Cor-
porate Governance. The benefits are fundamentally retained in the event of termination of mem-
bership on the Management Board; however, a reduction rule applies.

Supervisory Board compensation scheme

Compensation to the Supervisory Board is approved at the Annual General Meeting as a total
amount for the work in the past financial year. The compensation amount applicable to the indi-
vidual Supervisory Board members is based on the position within the Supervisory Board and the

number of committee positions.

D&O insurance
Such insurance exists, and the relevant costs are paid by UNIQA.

RISK REPORT, DIRECTORS’ DEALINGS
A comprehensive risk report (rule 67) is included in the Group Notes beginning on page 101.
A description of the announcements made about the directors’ dealings (rule 73) can also be found

at www.uniqagroup.com in the Investor Relations section.

Vienna, 29 March 2012

|
@ lov wﬁ%

Andreas Brandstetter Hannes Bogner
Chairman of the Management Board Member of the Management Board

= /ﬁ (\; —

Wolfgang Kindl Ha/{r/t‘ff:ALéger

Member of the Management Board Member of the Management Board
urt Svoboda Gottfried Wanitschek

Member of the Management Board Member of the Management Board
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Report of the Supervisory Board

During 2011, the Supervisory Board was regularly informed of the business development and the situa-
tion of the Group and the company by the Management Board. It also supervised the Management
Board’s management of the business and fulfilled all the tasks assigned to the Supervisory Board by
legislation and the company articles. In the Supervisory Board meetings, the Management Board pre-
sented detailed quarterly reports and provided additional oral and written reports to the Supervisory
Board. The Supervisory Board was given timely and comprehensive information about those measures
requiring its approval.

Focus of the meetings

The meetings focused on the Group’s earnings situation and its further strategic development. The
Supervisory Board had five meetings in 2011. In the meeting on 30 March, the Supervisory Board
mainly discussed the preliminary Group results for the 2010 financial year. The Supervisory Board
meeting on 28 April focused on the annual financial statements and consolidated financial statements
as at 31 December 2010, the Management Board’s report on Group developments during the 1st quarter
of 2011, as well as the annual internal auditing report and the evaluation report on compliance with
the Code of Corporate Governance. Furthermore, the proposal for the choice of an auditor for financial
year 2012 was addressed. The reconstitution of the Supervisory Board, made necessary by changes
to the Supervisory Board that took place at the Annual General Meeting, was completed on 30 May.
In the course of this meeting, decisions were taken regarding the reorganisation of the Management
Board as of 1 July 2011. The “UNIQA 2.0” strategic programme proposed by the “new Management
Board” was approved by the Supervisory Board. The programme focuses on measures for the continual
improvement of the results of the Group of companies. In the meeting on 20 September, the Supervisory
Board primarily addressed the development of the company in the 1st half of 2011 and the planned
strategic repositioning of the real estate and equity holdings areas. Furthermore, the Supervisory
Board approved a capital increase in the Romanian UNIQA company. In addition to reporting on the
Group results during the first three quarters of 2011, planning for the 2012 financial year, and medi-
um-term planning up to 2015, the Supervisory Board discussed the results of the self-evaluation in
its meeting on 23 November in accordance with the Code of Corporate Governance. Furthermore, a
decision was taken regarding the establishment of a company pension fund for all Austrian employees
of UNIQA.

Committees of the Supervisory Board

To facilitate the work of the Supervisory Board and to improve its efficiency, other committees have
been set up in addition to the mandatory financial Audit Committee. The Working Committee primarily
discussed the profit development in the Group, examined the company strategy, and handled anumber
of tasks assigned to the Audit Committee since both committees share the same members. They had
four meetings in 2011 and made one decision regarding steps to be taken by circulating it in writing.
At its two meetings, the Committee for Board Affairs dealt with the legal employment formalities of
the members of the Management Board, and with questions regarding compensation policies and
succession planning, in particular the composition of the Management Board as of 1 July 2011. The
Investment Committee had three meetings about the capital investment strategy, questions concerning
the capital structure, and the repositioning of risk and asset liability management. The Audit Committee,
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including the Working Committee, which was also functioning as an audit committee, met in five ses-
sions, dealt with all audit documents and the Management Board’s proposed appropriation of profit,
concentrating particularly on the internal auditing reports on audit regions and significant audit dis-
coveries based on executed audits. The various chairmen of the committees informed the members

of the Supervisory Board about the meetings and their committee’s work.

Annual Financial Statements and Consolidated Financial Statements

The Annual Financial Statements prepared by the Management Board and the Management Report
of UNIQA Versicherungen AG as well as the Consolidated Financial Statements prepared according
to the International Financial Reporting Standards (IFRS) and the Group Management Report for
2011 were audited by KPMG Wirtschaftspriifungs- und Steuerberatungs GmbH and given an unqual-
ified auditor’s opinion. The Supervisory Board acknowledged and approved the results of the audit.
The consistency check of the Corporate Governance Report according to Section 243b of the Austrian
Commercial Code, as well as an evaluation of UNIQA’s compliance with the Austrian Code of Corporate
Governance rules in financial year 2011, was performed by Univ.Prof.DDr. Waldemar Jud Corporate
Governance Forschung CGF GmbH, and the final results indicated that UNIQA complied with the
rules of the Austrian Code of Corporate Governance in the financial year 2011, insofar as these were
included in the compliance declaration. The Supervisory Board approved the consolidated financial
statements and the annual financial statements of UNIQA Versicherungen AG and agreed to the
Group management report and the management report. The 2011 annual financial statements were
thereby adopted in accordance with Section 96 para 4 of the Stock Corporation Law.

The proposed appropriation of profit submitted by the Management Board to the Supervisory
Board was examined and approved by the Supervisory Board. On this basis, it will be proposed at the
Annual General Meeting on 29 May 2012 that the annual profit for 2011 be carried forward to a new
account. The Supervisory Board thanks the Management Board and all staff members for their com-
mitment and hard work.

Vienna, April 2012

(L

On behalf of the Supervisory Board
Christian Konrad

15
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GROUP MANAGEMENT REPORT

Group Management Report

ECONOMIC ENVIRONMENT

Economic development over the past year was dominated by the European debt crisis. While
the upswing continued in the 1st half of the year, the situation escalated during the summer of
2011 on the back of ever-growing speculation about the possible default of Greece. Political
leaders and international investors realised that neither the first €110 billion public bailout
package for Greece nor the haircut agreed on 21 July 2011 at the EU summit and originally set at
21 per cent, were enough to lead the country out of the debt crisis on a sustainable basis. At the
same time, the austerity packages and structural measures aimed at ensuring Greece’s
competitiveness were becoming ever more extreme.

The second Greek aid package has a volume of €130 billion. The haircut was expanded to
53.5 per cent of the par value of the Greek bonds. The bond swap in March 2012 triggered a
credit event on the markets for credit default swaps (CDS), and the composition quota was set at
21.5 per cent. Over the course of 2012, the crisis has spilled over into other European countries:
Ireland and Portugal, too, took refuge under the European emergency facility (EFSF).
Meanwhile, the newly instituted governments in the peripheral countries of the EU have
declared themselves in favour of the austerity and reform measures, with a particular focus on
the liberalisation of the labour market in Italy.

These developments left their mark on the economy. After considerable turbulence on the
financial markets in August 2011 and a slump in the sentiment indicators, the euro zone slipped
into a recession. In the 4th quarter the economy shrank by 0.3 per cent compared with the
previous quarter. This means that, on a year-on-year basis, the euro zone economy recorded a
GDP growth rate of only 0.7 per cent. At plus 1.2 per cent year on year, Austria outperformed
average GDP growth. While the core countries were reporting good growth data right until
autumn, some peripheral countries saw a dramatic decline in prosperity.

The US economy, on the other hand, was spared another recession, with GDP increasing by
1.6 per cent in 2011 on the back of solid investment and consumer demand. Employment was
upbeat, especially in the 2nd half of the year, as the unemployment rate declined to 8.3 per cent.

The emerging economies were yet again the growth drivers of global growth. Concerns
among economists of a downturn in China remained unsubstantiated in 2011. Companies and
households benefited from receding inflation, while export demand for Chinese goods
remained high.

CEE in the maelstrom of the euro zone

A number of CEE countries recorded relatively good growth figures in 2011, including Poland
(plus 4.3 per cent) and Slovakia (plus 3.1 per cent). Hungary (plus 1.4 per cent) and Romania
(plus 1.9 per cent), too, posted higher growth rates than many industrialised nations. Overall,
the economy of Central and Eastern Europe grew by 3.1 per cent in 2011. At plus 4.3 per cent and
plus 5.2 per cent, Russia and Ukraine also recorded high economic growth in 2011, and while the
Southeastern European growth rate of 1.9 per cent meant that the region outperformed
Western Europe in the past year. Given that most of the CEE countries are closely linked to the
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euro zone, with about 80 per cent of exports going to Europe, the economy lost some
momentum in the 4th quarter. Hungary turned into a political problem case for the EU. Since
sourcing capital on the international financial markets was difficult, the country needed help
from the International Monetary Fund (IMF). The EU has tried to pressure Hungary into
changing a contested amending law. To date, the EU Commission and the Hungarian
government have made some headway in bridging the gap between them, but a few creases still
need to be ironed out before official talks with the IMF can commence.

Massive turbulence on the financial markets

Share prices on the global equity markets tumbled in the summer as a result of the escalation of
the euro crisis. Concerns reached a stage where banks and economists were discussing exit
scenarios for some EU countries, and indeed the breakdown of the entire monetary union. In
the 2nd half of the year, the equity indices worked like a political sentiment barometer,
reflecting the desperate efforts of political leaders in the euro zone to resolve the debt crisis.
The markets only relaxed towards the end of the year, but the main European indices failed to
recover their earlier losses and thus closed 2011 down on the year.

The US equity markets also came under pressure because of the euro crisis and the first-ever
downgrade of the USA by the rating agency Standard & Poor’s around the middle of the year.
However, the US economy reported robust macro-data in the 2nd half of the year, and the DOW
JONES INDUSTRIAL index posted a clear gain of 8.4 per cent on the year.

Flight to safe havens on the bond markets

The European Central Bank (ECB) put an end to its interest rate hike cycle in autumn and cut
its key lending rate in two steps from 1.5 per cent to 1per cent. In view of the increased
likelihood of a recession, the ECB regarded inflation forecasts as well-established on the
market. Inflation fell to 2.7 per cent towards the end of the year in the euro zone. The
commodity markets, which fuelled global inflation at the beginning of 2011, also eased off. The
US Fed has kept the Fed funds rate practically at zero since 2008 and has communicated its
intention of sticking to this strategy until 2014.

The non-standard monetary measures taken by the ECB were a big issue in 2011. By
purchasing government bonds (around €220 billion to date), the central bank supported
certain peripheral countries and provided the banking sector with massive levels of liquidity. In
December, the markets welcomed the ECB’s decision to offer the banks liquidity for three years
via long-term refinancing operations (LTROs); so far, the banking sector has drawn down more
than €1,000 billion.

On the bond markets, investors fled to safe havens, with the US Treasuries benefiting from
this development. The euro depreciated significantly against the US dollar in the 2nd half of the
year and closed 2011 at 1.30. Germany was the big winner in Europe with historically low
interest rates, with yields for 10Y German government bonds dipping below 2 per cent in
September. Due to the high level of risk aversion, bonds of European core countries were
occasionally even traded at a negative yield. Some countries were cut off from the capital
markets and could only refinance through the European emergency facility (Greece, Portugal,
and Ireland), while the yields of Italy and Spain, too, temporarily reached levels that were
considered detrimental to ratings in the long term.
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Improving expectations

Looking back, the first 3Y tender by the ECB last December proved to be the catalyst for a
general improvement in economic expectations. The spreads of Italian and Spanish government
bonds have decreased substantially relative to German government bonds in the year to date
thanks to the ECB’s liquidity operations. This ensured the refinancing of the large bond volumes
of the two countries in the 1st quarter of 2012. Whereas macroeconomic data continued to
reflect the currently cautious economic activity, the leading indicators in the euro zone started
to turn in a positive direction towards the end of 2011 - a development that was reflected on the
financial markets. The stock markets got off to an excellent start to the New Year, thereby
anticipating the upswing in the euro zone, which should manifest itself in economic data in the
2nd half of 2012. Positive economic surprises outnumbered the negative ones, with particular
highlights including the robust US economy and China surpassing expectations.

The current outlook, i.e. a short recession in the euro zone followed by an economic upswing
in the 2nd half of 2012, is counteracted by numerous risk factors. These currently include
political risks in particular. The reform process on a national scale in the European peripheral
states as well as at a supranational level in the euro zone must be completed quickly and
credibly. Further risks for the global economy could result from an escalation in the Iran
conflict and a drastic increase in the price of oil, as well as from a real estate crisis in China.

Austrian insurance industry records decline in premiums

The Austrian insurance industry saw a deterioration in premiums in 2011. Premiums declined
by 1.7 per cent to €16.5 billion. Total insurance benefits amounted to €12.3 billion in 2011, up
4.4 per cent on 2010. According to initial forecasts, total premium revenues are expected to
increase again by around 1.3 per cent to €16.7 billion in 2012.

Life insurance premium revenues fell by 7.5 per cent to a total of €7.0 billion in 2011.
Recurring premiums rose by 1.6 per cent to an aggregate volume of €5.6 billion. The sector
recorded a robust increase in reduced-premium old-age provision, with contracts rising by
5.4 per cent and premiums up around €1.0 billion (plus 4.8 per cent). At €1.4 billion, single
premiums were down 32.2 per cent.

Premiums in the private health insurance segment increased by 3.6 per cent to €1.7 billion.
The Austrian Insurance Association expects total premium revenues to grow by 3.2 per cent to
€1.8 billion in 2012. In the area property and casualty insurance (including motor vehicle third
party liability), premiums also increased by 2.9 per cent to €7.8 billion, whereas benefits
declined to €4.9 billion; according to the Association, this was exclusively due to the absence of
any major natural disasters. However, the overall trend was upwards. In 2012, premium
revenues are expected to rise by 2.5 per cent to €8.0 billion.
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Rising need for insurance services in Central and Eastern Europe

The unfavourable economic framework also affected the development of the growth markets of
Central and Eastern Europe due to their close economic links. Economists expect GDP in the
CEE region to increase by around 2 per cent in 2012 (2011: plus 3.4 pe