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AYear of Great Changes

The past year was surely not easy for insurers in the Czech market: legislation underwent a lot
of changes, due to the accession to the European Union conditions for competition changed,
! the demand of clients was changing, the issue of integration of supervisory authorities was

being discussed.

A Allin all, 2004 was definitely not a bad year. The totalincrease of premiums written by almost 7 %

is—compared to the inflation of 2.8 %—a very good result; however, the deceleration of growthin

comparison to previous years is signalling increasing demands of the market and the need to look for new approaches to clients.
More and more often, products tailored to needs of smaller groups of clients or designed for specific distribution methods are

offered. It is precisely a greater ability to innovate that should become the motor of growth in the future.

The existing distribution model seems to be exhausted especially in the life assurance sector. A lot of distribution channels
relied on new sellers with minimal production who were able to appeal to their relatives. Act No. 38/2004 Coll., on Insurance
Intermediaries and Independent Loss Adjusters, sets a lot of new obligations for insurance intermediaries the purpose of
whichis to tailor products on offer to clients’ needs, to proceed clearly and intelligibly when acquiring clients so that clients
getatruthfuland complete picture about the product on offer, and to gain basic education. We presume that higher demands
on financialintermediation and financial consulting will bring long-lasting and safe growth without dangerous excesses and
sale of unsuitable products. The discussion on the correct adjustment of financial product distribution will continue both

this and next year; the insurance sector will play an important partinit.

The strengthening of employer participation in creation of long-term pension savings should support the development of
theinsurance sector. The third pillar of the pension scheme must be strong; employers are beginning to play anincreasingly
moreimportant partinits creation. That is why we welcome the ever-increasing number of employers who contribute to their

employees’ long-term savings products, and we would like to continue supporting their participation.

However, it is necessary to maintain equal conditions in the financial market; we will pay closer and closer attention to
levelling the conditions across sectors. That is why any suggestions that will speed up the development of the financial
marketin the Czech Republicand help eliminate any obstacles that prevent its growth are most welcome. The Czech Insurance
Association and other associations should play an important partin this analysis, as well as in discussions on insurance that

are held on behalf of the Czech Republic at the European level.
Theinsurance market was rather calm last year; all problems were successfully solved. Itis a positive signal that it is a mature
market, which is able to cope with all changes. It is obvious that there are many details to be fine-tuned; however, the great

work has already been done, which has created enough space for the development of the Czech insurance sector.

Prague, August 2005 Tomas Prouza, Deputy Minister
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Introduction

Dear Readers,

Some professional opinions published especially at the beginning of 2004 demonstrated noticeable heterogeneity in
prognoses of significance of the accession of the Czech Republic to the European Union for both the citizens and the insurance
market. Theyindicated concerns as well asimmense optimism. As a year elapsed, I take the liberty of saying—confirming my
previous statements—that no sweeping changes have occurred. The insurance sector in the Czech Republic has integrated
in the European insurance market (CEA) with dignity; the state supervision has become a full member of the Committee of
EuropeanInsuranceand Occupational Pensions Supervisors (CEIOPS); activities at domestic, European, and global levels have
continued. Professional activities of Office’s employees in committees, subcommittees, and working groups of the European
Commission and the International Association of Insurance Supervisors (IAIA) increased dramatically. After concluding
agreements with German and Slovak supervisors, similar memoranda of mutual cooperation were concluded with Austrian

and Polish supervisors. The legislative activities related to the Financial Conglomerates Supervision Act continued.

Yet something has changed; something that is difficult to describe in this annual report of the state supervision, but
something which I consider significant especially for the future development. The implementation of single passport hasin
fact abolished borders existing in markets, in activities of insurance undertakings, and in activities of the state supervision.
The dangers that were anticipated as well as new risks have arisen, but so have new opportunities for financial groups; the
state supervision has had to deal with the existing situation and, in future, will have to deal with prospective state of affairs

inidentification and management of risks effectively.

The most intensive work was related to the registration of insurance intermediaries and independent loss adjusters. I would
like to take this opportunity to thank the experts from the Czech Insurance Association, the Association of Czech Insurance
Brokers, and all other colleagues who helped handle the issues. The importance of cooperation of representatives of the
three pillars of financial market according to Lamfalussy, i.e. the regulator, the supervisor, and the market, was positively

proven in practise.

How has the structure and the dynamic of the market changed? The number of insurance undertakings oscillates above 40.
The annual report takes into account the new situation regarding organizational units; the data as of 31 December 2004
reflect the division into 33 home insurance undertakings and 7 branches of insurance undertakings from other Member
States. As of 31 December 2004, a total of 107 foreign companies intend to freely provide services in the Czech Republic.
Allow me to characterize the dynamic of the market as lower; however, in my opinion, it does not indicate stagnation.
Insurance undertakings stabilized their activities, launched new activities, and at the same time they were preparing to

fulfil new obligations arising out of new legislation and new situation after the accession to the European Union.

Inthe last annual report, after eight months of 2004, I characterized private insurance in the Czech Republic as comparable
to the Member States of the European Union not only in the area of harmonization of legislation, but also in the quality
of supervision and the market. The following months of that year confirmed the said characterization. This is the result of

cooperation of all who pursue private insurance whether in the market, in supervision, or at the Ministry level.

Vaclav Krivohlavek
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Office of the State Supervision
in Insurance and Pension Funds

OFFICE OF THE STATE SUPERVISION IN INSURANCE AND PENSION FUNDS

The discharge of the state supervision in insurance and pension funds is the task of the Ministry of Finance (further referred
to as the “Ministry”). The jurisdiction of the Ministry in this subject matter is set by Section 4 of the Competencies Act No.
2/1969 Coll., as amended.

The Ministry carries out the supervision of entities conducting business in the area of private insurance and supplementary
pension insurance; simultaneously, as a central state administration body, it prepares government drafts of legislative
acts and regulations governing this area of the financial market. The legislative drafts regulating supplementary pension

insurance are prepared in cooperation with the Ministry of Labour and Social Affairs.
In September 2000, a separate division of the Ministry called the Office of the State Supervision in Insurance and Pension
Funds (further referred to as the “Office”) was created to perform state supervision and legislative activities in insurance

and pension fund industries. The Annual Report for the area of pension funds is published separately.

The Office consists of nine departments. Four departments focus on insurance; two departments specialize in pension funds;

three departments are cross-sectional.

The organizational structure is illustrated by the following table:

Department 321 Legislation and Legal Matters in Insurance
Department 322 Licensing in Insurance

Department 323 Methodology and Standardization of Supervision
Department 324 Insurance Inspection I

Department 325 Insurance Inspection II

Department 326 Legislation and Legal Matters in Pension Funds
Department 327 Inspection of Pension Funds and Depositories

Department 328 Analysis and Statistics

Department 329 External Relations in Insurance and Pension Funds

The number of employees of the Office stabilized at a total of 68. The proportion of women was 60 %. The average age was

45 years. The proportion of university-educated employees reached 75 %.
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I. STATE SUPERVISION IN INSURANCE

1. Legislation

In contrast to previous years when it was necessary to harmonize the insurance legislation of the Czech Republic with that of
the European Community, the year of 2004 experienced certain deceleration. The harmonization was reached by enactments
and amendments of the following four laws:

B the Amendment to Act No. 363/1999 Coll., on Insurance;

B the Amendment to Act No. 168/1999 Coll., on Motor Third Party Liability Insurance;

B Act No. 37/2004 Coll., on Insurance Contract;

B Act No. 38/2004 Coll., on Insurance Intermediaries and Independent Loss Adjusters.

The harmonization was in process from 2002 to 2004. The last law—the Amendment to the Act on Motor Third Party Liability
Insurance—was passed by the Parliament of the Czech Republic at the beginning of 2004. These laws implemented all the
valid directives regulating the area of insurance; thus the full harmonization of the Czech legislation with the legislation of

the EC was reached.

The Czech Republic was one of the first countries to incorporate into the national legislation one of the important
directives of the EC—Directive 2002/92/EC—on intermediary activities in insurance. It is worth mentioning that by the
end of January 2005, the said directive was implemented only in 13 Member States of the EU and EEA, which is not even
a half.

During 2004, the legislative activities of the Office focused especially on

completion of executive regulations to apply the Insurance Act, the Motor

Third Party Liability Insurance Act, and the Insurance Intermediaries and

Independent Loss Adjusters Act. This objective was fulfilled in the following

sequence, as the regulations of Ministry of Finance were published in the

Collection of Laws:

B 5 May 2004, Regulation of Ministry of Finance No. 303/2004 Coll., to apply
Act No. 363/1999 Coll., on Insurance;

B 12 May 2004, Regulation of Ministry of Finance No. 309/2004 Coll., to
apply Act No. 168/1999 Coll., on Motor Third Party Liability Insurance;

B 18 November 2004, Regulation of Ministry of Finance No. 582/2004 Coll., to apply certain provisions of the Act on

Insurance Intermediaries and Independent Loss Adjusters.

Inthefirst half of 2004, great attention was paid to activities aimed at preparation of the final draft of the law implementing
the Directive of EC on the supplementary supervision of credit institutions, insurance undertakings and investment firms in
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a financial conglomerate. The draft was presented to the government in the first half of 2004 and after being approved, it

was passed on to be debated in the Parliament of the Czech Republic. The approval process has not been completed yet.

With regard to the further development of the EC legislation, the Office is preparing to implement both valid EC directives and
directives which are still being prepared, especially the Council Directive 2004/113/EC of 13 December 2004 implementing
the principle of equal treatment between men and women in the access to and supply of goods and services, the Fifth Motor

Insurance Directive, and the Directive on Reinsurance.

2. Licensing and Approvals

The accession of the Czech Republic to the EU brought about important changes in the scope of activities of the Office in
the area of licensing and approvals, especially in connection with the system of single passport, which is valid in the entire

territory of the European Economic Area.

Since 1 May 2004, licensing and approval activities of the Office have applied to both home insurance and reinsurance
undertakings, and insurance undertakings from third countries. Insurance undertakings from other Member States
are authorized to carry on insurance activities in the territory of the Czech Republic after having fulfilled a notification
obligation; the Office is notified by a home supervisory authority prior to the commencement of insurance undertaking’s
activities based on the licence granted in the state of its registered office, which is valid in the entire territory of the
European Economic Area. Equally, home insurance undertakings may expand their insurance business activities to the EC

after having fulfilled the notification obligation.

An insurance undertaking with its registered office in another Member State can carry on its activities in the territory of
the Czech Republic based on the right of establishment or under the freedom to provide services, provided that permission
of the relevant authority in its home state has been granted. As of 31 December 2004, the Office received notifications of
187 insurance undertakings and branches from other Member States about their intentions to write business in the territory
of the Czech Republic based on the freedom to provide services, and of 2 insurance undertakings that intend to offer their

products through branches established in the territory of the Czech Republic.

These insurance undertakings are listed—as of 31 December 2004—in Annex No. 6.

An up-to-date list of notifications of foreign insurance undertakings can be found at the Ministry’s website.

As of 31 December 2004, The Office recorded a total of 8 home insurance undertakings that can carry on insurance activities

inanother Member State based on the fulfilment of notification obligation. Their business activities are carried on under the

freedom to provide services - that is without a branch establishment.
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As of 1 May 2004, an organizational unit of a foreign insurance undertaking from another Member State that was granted
permission to carry on insurance or reinsurance activities via this organizational unit by the Office before the accession of
the Czech Republicto the EUis regarded as if it followed the procedures set by provisions of Sections 5a and 5 of the Insurance
Act, i.e. asif it were a branch of an insurance undertaking from another Member State carrying on business activities in the
territory of the Czech Republic on the basis of the single passport system, and as if it fulfilled the notification obligation via

its home supervisory authority prior to the commencement of its activities in the territory of the Czech Republic.

In connection with the accession of the Czech Republic to the EU, new responsibilities of the Office have arisen, especially
in the area of substantial expansion of international cooperation with other authorities of supervision in insurance.
The implementation of the system of surveillance of home supervisory authority has set many tasks for the Office when
fulfilling information obligations, whether it is a notification obligation related to business activities within the EC, taking

standpoints, or approvals of transfers of insurance portfolios between insurance undertakings within Member States.
Licensing
New Licenses

The Ministry did not grant any new licenses to carry on insurance or reinsurance activities in 2004. The only application for
a license to carry on insurance activities from November 2004 was approved in an administrative procedure completed in
2005.

Expansion of Existing Licenses

In 2004, the Ministry granted approval to expand insurance activities by

adding otherinsurance classes to a total of three insurance undertakings:

B Euler Hermes Cescob, Gvérova pojistovna, a.s., - addition of insurance
class 15a) of non-life insurance as specified in Part B of Annex No. 1 to the
Insurance Act;

B Nationale-Nederlanden Zivotni pojistovna, organizacni slozka - addition

of insurance classes 2a), b), c) of non-life insurance as specified in Part B

of Annex No. 1 to the Insurance Act (as of 1 May 2004, this organizational
unit is regarded as a branch of an insurance undertaking from another Member State carrying on business activities in
the territory of the Czech Republic based on the license granted by its home state);

B UNIQA pojistovna, a. s., - addition of insurance class 4 of life assurance as specified in Part A of Annex No. 1 to the

Insurance Act.
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In 2004, the Ministry granted approval to expand reinsurance activities by adding other insurance classes to two insurance

undertakings:

W Exportni garancni a pojistovaci spolecnost, a. s., - facultative reinsurance activities for insurance class 15 of non-life
insurance as specified in Part B of Annex No. 1 to the Insurance Act;

B Allianz pojistovna, a.s., - facultative reinsurance activities for insurance classes 1, 2a), b), c), 3, 4, 5, 6, 10, 11, 12, 15

and 18 of non-life insurance as specified in Part B of Annex No. 1 to the Insurance Act.
Approvals of Related Activities

In 2004, the Ministry granted approval to carry on activities related to insurance or reinsurance activities in 13 cases;
12 decisions concerned the expansion of activities of insurance undertakings to educational activities for insurance

intermediaries and independent loss adjusters.
Withdrawal of Licenses

In 2004, the Ministry withdrew approval to carry on insurance or reinsurance activities upon requests of insurance
undertakings:

B in the entire scope of approval granted from three insurance undertakings

,HDI” - organizacni slozka;

KRAVAG-LOGISTIC Versicherungs-Aktiengesellschaft;

Vseobecnd zdravotni pojistovna Ceské republiky.

B inthe scope of a part of approval granted from two insurance undertakings

Pojistovna Ceské spofitelny, a.s., - insurance class 10 of non-life insurance as specified in Part B of Annex No. 1 to the
Insurance Act and group b) of non-life insurance as specified in Part C of Annex No. 1 to the Insurance Act;

Union pojistovna, a.s., (under official conservatorship) -insurance class 10a) of non-life insurance as specified in Part B

of Annex No. 1 to the Insurance Act.
Approvals

In 2004, the Ministry approved, upon requests of insurance undertakings, a transfer of an entire insurance portfolioin three

cases:

B from KRAVAG-LOGISTIC Versicherungs-Aktiengesellschaft - organizacni slozka to UNIQA pojistovna, a.s., due to the
termination of activities of the first insurance undertaking in the territory of the Czech Republic;

B from ,HDI” - organizacni slozka to HDI Industrie Versicherung AG - organizacni slozka, also due to the termination of
activities of the first insurance undertaking in the territory of the Czech Republic;

B from Véeobecnd zdravotni pojistovna Ceské republiky to Pojistovna VZP, a.s., for reasons of compliance with the valid legislation.
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The transfer of a part of an insurance portfolio was also approved in three cases:

Bl from Pojistovna Ceské spofitelny, a.s., to Kooperativa, pojistovna, a.s., - insurance classes 1, 2, 3,5, 7, 8, 9, 10, 11, 13,
15, 16 and 18 of non-life insurance as specified in Part B and Part C of Annex No. 1 to the Insurance Act in cases in which
they are parts of groups of non-life insurance a), b), ¢) and e);

B from GERLING-Konzern VSeobecné pojistovaci akciové spolecnosti - organizacni slozka to Atradius Credit Insurance
N.V. - organizacni slozka - insurance class 14 of non-life insurance as specified in Part B of Annex No. 1 to the
Insurance Act; F . - E ‘

B from Union pojistovna, a.s., (under official conservatorship) to

Kooperativa, pojistovna, a.s., - insurance classes 1 and 6 of life assurance
as specified in Part A of Annex No. 1 to the Insurance Act.

The claims of clients of these insurance undertakings were preserved in full
amount as the successor insurance companies entered into all rights and

obligations of the transferring insurance undertakings.

In 2004, the Ministry granted approval to lower the registered capital in

accordance with the relevant provisions of the Insurance Act in one case.

In 2004, the Ministry reviewed requests to grant antecedent approval of the discharge of offices of persons listed in
provisions of Section 10 Paragraph 10 of the Insurance Act. Regarding this matter, the antecedent approval was granted
through administrative procedures to 50 nominated persons. The antecedent approval was not granted in two cases due to

the fact that the nominated persons did not fulfil the provisions of credibility.

Summary of Individual Decisions Promulgated in 2004

Approvals to expand insurance activities to include additional insurance classes
Approvals to expand reinsurance activities to include additional insurance classes
Approvals to expand activities related to insurance or reinsurance activities

Withdrawals of licenses to carry on insurance or reinsurance activities upon request of insurance undertaking

Withdrawals of licenses to carry on a part of insurance or reinsurance activities upon request of insurance
undertaking

Approvals of insurance portfolio transfers upon request of insurance undertaking

Approvals of partial insurance portfolio transfers upon request of insurance undertaking

Approvals of accounting procedures for common items when carrying on life assurance and non-life insurance
classes simultaneously

Approvals to lower registered capital of home insurance or reinsurance undertakings

Antecedent approvals to a change of persons nominated to discharge an office listed in provisions of Section 10
Paragraph 10 of the Insurance Act
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3. Inspection

The Office discharges the state supervision in insurance especially with regard to customer protection; the emphasis is
put on the prospective approach, which facilitates the prevention of adverse development in supervised insurance
undertakings. The purpose of inspection is to ensure that supervised insurance undertakings operate in accordance with
valid legislation, and—at the same time—that they are always able to meet their obligations. The Office regularly inspects
abidance of set conditions, financial health, the development of specific economic indicators, and reported data; it also

reveals shortcomings in activities of individual supervised entities.

Inspection activities of the Office are defined by Act No. 363/1999 Coll., on Insurance, regulations, directives and measures

of the Ministry. They can be aimed at the following:

B solvency of insurance undertakings;

B financial management of insurance undertakings with the emphasis on fulfilment of obligations;

B creation and application of technical provisions and financial placements of assets source of which are technical
provisions;

B compliance with decisions issued by the Ministry;

B compliance of activities carried on by insurance companies with their licenses;

B accounting procedures and the effectiveness of the internal inspection systems used by insurance undertakings.

As of 1 May 2004, the inspection includes supervision of activities of insurance undertakings in insurance groups (so called
“supplementary supervision”), which is discharged in all the countries of the European Economic Area in compliance with
Directive No. 98/78/EC of the European Parliament and of the Council.

As of 1 September 2004, the inspection activities of the Office also include the inspection of fulfilment of obligations in

accordance with Act No. 61/1996 Coll., as amended, on Certain Measures Against Legalization of Proceeds of Crime.

The inspection is discharged in two forms: off-site inspection and on-site

inspection.
3. 1. Off-Site Inspection

Off-site inspection is focused on:
B solvency reports;

B reports on the creation and amounts of technical provisions and the

L

Un

composition of financial placements of assets source of which are technical

‘_Pﬂ??
e

provisions;

B halance sheets, profit and loss accounts.
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The purpose of inspection of such reports is the assessment of basic economic indicators of insurance undertakings.

The said reports are presented to the Office on dates stipulated by law; however, as determined by decisions during
administrative procedures, some insurance undertakings are obliged to present the reports on other dates as well, e.g.
monthly or quarterly etc. A total of eleven insurance undertakings were obliged to present their reports in such a manner
in 2004. Compared to 2003, this obligation was newly imposed on one insurance undertaking, and in one case it was

cancelled.

3. 2. On-Site Inspection

On-site inspections are discharged by Office employees on-site at insurance companies under a written authorization to
discharge an inspection in accordance with Act No. 552/1991 Coll., on State Inspection. The schedule of on-site inspections
is governed by an annual inspection plan drafted by the Office on yearly basis. The plan is developed in connection with
results of off-site inspections with regard for the gravity and amount of revealed shortcomings. It also takes into account the
time elapsed since the last on-site inspection, and inputs received from other persons, e.g. other financial market players or

insurance undertakings’ clients etc.

The on-site inspection can be discharged as either comprehensive or targeted:
B comprehensive inspections focus on fulfilment of conditions set during the licensing procedures and on analysis of
economic and financial activities of insurance undertakings with regard to compliance with valid legislation;

B targeted inspections focus only on a specific area of insurance undertakings’ activities.

In 2004, 22 on-site inspections were launched, 18 of which were completed by an inspection report handover. 11 inspections
that were launched in 2003 were also completed by an inspection report handover. The remaining 4 inspections launched in
2004 were completed after 31 December 2004. The duration of inspections depended on the scope and nature of shortcomings

found; in most cases, it took four weeks.

Three random inspections of insurance brokers were discharged. No serious shortcomings were found in their activities.

The on-site inspections focus especially on:

B compliance with the provisions of the Insurance Act and related regulations;

Bl overall financial management and the ability to fulfil the obligations of insurance undertakings, which is in this context
defined as the insurers” ability to settle at any given time all obligations arising out of insurance or reinsurance activities;

B compliance with the provisions of Act No. 563/1991 Coll., on Accounting, as amended;

compliance with Regulation No. 502/2002 Coll., to apply certain provisions of Act No. 563/1991 Coll.;

B compliance with the Measure of the Federal Ministry of Finance, which defines the accounting system and bookkeeping
procedures for insurance undertakings, Ref. No. V/2-25 430/1992;
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B creationandapplication of technical provisions and financial placements of assets source of which are technical provisions
in accordance with Regulation No. 303/2004 Coll., which as of 14 May 2004 cancelled Regulation No. 75/2000 Coll.

The Most Frequent Shortcomings in Activities of Supervised Entities Found During On-Site Inspections

Number of Cases
High cumulative loss of insurance undertaking
Violation of the Insurance Act
Violation of the Commercial Code
Violation of the Accounting Act
Improper procedure in creation and amortization of provisions
Failure to comply with internal directives of insurance undertaking
Distortion of economic result
Violation of the Civil Code
Violation of the decision of the Ministry
Violation of the State Inspection Act
Violation of the Insurance Contract Act
Total

In 2004, a total of 11 administrative procedures with supervised insurance undertakings were launched, in most cases on
the grounds of the shortcomings found during on-site inspections. The following table summarizes the grounds for the

administrative procedures:

The Grounds on Which Administrative Procedures Were Launched

Number of Cases
Violation of Regulation No. 75/2000 Coll.
Violation of Regulation No. 303/2004 Coll.
Violation of the Accounting Act
Violation of the Insurance Act
Shortcomings in the financial management of insurance undertaking
Failure to carry out the business plan
Incorrect and insufficient draft of internal directive
Violation of preliminary ruling
High unsettled cumulative loss
Request to terminate reporting obligations

Total
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In one case, a decision was made to terminate an administrative procedure; in ten cases, decisions in administrative

procedures imposed the following penalties and measures:

Measures Imposed on the Basis of Decisions in Administrative Procedures

Number of Cases

Submit technical provisions reports on a monthly basis

Submit financial statements and profit and loss accounts on a monthly basis

Draft a recovery plan

Draft a new business plan

Draft newinsurance undertaking internal directives

Submit an extra solvency report

Financial penalties

Obligation to lower registered capital

Obligation to change the Chair of the Board of Directors and Director General

Submit on-going and future changes in the system of internal management of insurance undertaking

Restrictions on free disposal of property in the amount of assets source of which are technical provisions

Restrictions on disposal of assets without the approval of the Ministry and the prohibition to follow the
decisions of the Board of Directors or of the General Meeting without the approval of the Ministry

Total

4. Other Activities

4.1 Analysis and Statistics

Statistics is an integral part of the discharge of the state supervision. In 2004, the Office prepared and subsequently processed
reports and other materials concerning business activities of insurance and reinsurance undertakings. It processed not only
materials necessary for the discharge of supervision, but it also gathered statistical data concerning insurers and reinsurers, their
products, and their economic results. The result of these activities was successful fulfilment of disclosure obligations both in the
(Czech Republic (mainly towards the Czech Statistical Office and towards the Czech National Bank under a trilateral agreement) and
abroad, especially towards the International Monetary Fund (IMF), the World Bank (WB), the Organization for Economic Cooperation
and Development (OECD), the International Association of Insurance Supervisors (IAIS), and various commissions and committees

of the EU. Certain figures were published at the Ministry’s website and also used for the creation of this annual report.

4.2 Registration

Responsible Actuaries

The Office maintains a register of Responsible Actuaries who have fulfilled the criteria for registration as set by the law.

As of the end of 2004, the Office had records of 50 Responsible Actuaries. The number of registered Responsible Actuaries

Annual Report 2004
Office of the State Supervision in Insurance and Pension Funds 15



State Supervision
in Insurance

considerably exceeds the number of insurance undertakings in the market in the Czech Republic; therefore it, provides for

natural competition and contributes to high professional standard of all registered Responsible Actuaries.

The amendments of the Insurance Act have specified the position of a Responsible Actuary and have defined its role in
an insurance undertaking. In case of potential changes in legislation, the emphasis will be put on the strengthening of
independence of the discharge of the office of Registered Actuary.

In 2004, when dealing with actuarial issues, the Office cooperated in many cases with the Society of Czech Actuaries—the
only organization in the Czech Republic which is, in accordance with the law, authorized to issue certificates necessary for
registration at the Ministry and for the discharge of the office of Registered Actuary.

Insurance Intermediaries

During 2004, the increase in registered insurance and reinsurance brokers was smaller in comparison to the previous year.

There were 66 newly registered brokers; the total number of brokers in the Czech insurance market reached 592.

Statistics of Registered Insurance and Reinsurance Brokers

State as of 31/12/2000 31/12/2001 31/12/2002 31/12/2003 31/12/2004
Total registered 236 337 430 526
of which: natural persons 56 88 126 159
legal persons 180 249 304 367
Insurance brokers 212 289 358 426
Reinsurance brokers 2 2 5 3
Insurance and reinsurance brokers 22 46 67 97
Total refused 1 1 4 14
Registration cancelled 0 0 3 8

New Act No. 38/2004 Coll., on Insurance Intermediaries and Independent Loss Adjusters and on Amendment to the Trade
Licensing Act and Regulation No. 582/2004 Coll., to apply this Act, were completed and passed. The Act came into effect on
1January 2005 and brought substantial changes in the area of intermediary activities.

4. 3. Methodology and Consulting

Methodology

Methodology is an indispensable part of supervision in insurance and pension funds. The Office annually evaluates solvency,

creates and updates reports used for inspection of insurance undertakings, processes position papers to evaluate the creation
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of technical provisions and financial placements source of which are technical provisions, ensures the personal participation
of its employees in the process of circulation of draft bills for comments, and drafts subordinate legislation, for which it is

necessary to continuously study the development of the EC legislation and the International Financial Reporting Standards.

In 2004, Regulation No. 303/2004 Coll., came into effect; it somewhat changed the solvency report and, in accordance with
the amended Insurance Act, the calculation of the required disposable solvency margin. The solvency reports of 2004 are
the first reports to be processed and evaluated in accordance with the new methodology. The solvency report evaluationis a
part of the off-site inspection. The results documenting insurance undertakings’ compliance with the solvency requirements

of the Office are summarized below.

The amended Insurance Act introduces an obligation of insurance undertakings to create provisions for fulfilment of
obligations from the technical rate of interest applied as soon as the insurance undertaking determines insufficient yield on
assets. As of 2004, insurance undertakings submit for approval the manner of calculation of the amount of said provisions

to the Office; the supervisory authority presents its position on the matter.

In 2004, the preparation of an amendment of Regulation No. 303/2004 Coll., began; the amendment will include certain
provisions to apply the Act on Financial Conglomerates (in preparation) and it will also amend the Regulation to include

changes due to the development of the EC legislation and reflect acquired experience.

As of the closing date of this annual report, a total of 32 insurance undertakings submitted the solvency reports for 2004.
Theinspection of reports as of 31 December 2004 showed that allinsurance undertakings reached higher disposable solvency

margins (DSM) than the required solvency margin (RSM).
The two tables below summarize the aggregate solvency margin of insurance undertakings in the Czech Republic for non-life
insurance and life assurance classes separately. Insurance undertakings with both life and non-life activities are treated as

two separate insurance undertakings.

Aggregate Solvency - Non-Life Insurance (CZK thousand)

2002 2003
DSM 23,187,458 24,312,508 25,112,866
RSM 5,555,827 6,257,256 7,545,885
Ratio DSM/RSM (%) 47 389

Aggregate Solvency - Life Assurance (CZK thousand)

2002 2003
DSM 18,251,461 17,358,000 21,137,045
PSM 5,496,538 6,317,004 6,424,125
Ratio DSM/RSM (%) 332 275

Annual Report 2004
Office of the State Supervision in Insurance and Pension Funds 17



State Supervision
in Insurance

The following two tables illustrate the number of insurance undertakings arranged by the level of solvency for non-life

insurance and life assurance separately. The percentages express the ratio of DSM and RSM.

Solvency Table - Non-Life Insurance

Number of insurance undertakings 2002 2003
Less than 100 % 1 0
100 % to 150 % 3 1
150 % to 200 % 0 3
200 % to 250 % 3 3
250 % to 300 % 1 3
300 % to 400 % 2 2
400 % to 500 % 5 2
More than 500 % 12 16
Total 27 30

Solvency table - Life Assurance

Number of insurance undertakings 2002 2003
Less than 100 % 1 0
100 % to 150 % 2 6
150 % to 200 % 2 1
200 % to 250 % 1 1
250 % to 300 % 1 2
300 % to 400 % 1 3
400 % to 500 % 2 1
More than 500 % 6 3
Total 27 17
Consulting

As part of its consumer protection mission, the Office dealt with petitions, complaints, inquiries and suggestions in

accordance with Government Regulation No. 150/1958 and Directive of the Ministry of Finance No. 6 of 1995, as amended.

The Office registered and handled 210 complaintsin awritten form. Otherapproximately 100 complaints were handled electronically
or by telephone. Every complaint was handled individually; approximately 20 % of complaints were evaluated as justified. About
one fifth of the total number of complaints dealt with products of life assurance; the remaining number of complaints dealt with
non-lifeinsurance. The Office used the information gathered from complainers during inspections in the form of feedback; in cases

ofjustified complaints the Office took measures requesting insurance undertakings to rectify the shortcomings.
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4. 4. Cooperation with Partner Institutions

Even though the relations of the Office of State Supervision in Insurance and Pension Funds with both domestic and
international partnerinstitutions had been quiteintense, after the accession of the Czech Republic to the EU, they noticeably

strengthened.

In 2003, the Ministry and the German Federal Ministry of Finance concluded the second twinning agreement. The partner
of the Czech supervisor was - as during the first twinning - German supervisory authority in financial market. The project
implementation took 18 months and finished successfully at the end of 2004. The permanent presence of a German
supervisor representative in the Czech Republic and many visits of foreign experts to Prague created the space to fulfil the
main objectives of the agreement, especially:

B Strengthening theoretical knowledge of the employees of the Office and its application in supervisory activities;

B Creation of the institutional framework of supervision ininsurance;

B Draftinginsurance legislation and its harmonization with new directives and rules of the EC.

Series of seminars were launched; they were aimed at specific areas of insurance. Experts from the EU, especially from
Germany, dealt with the issues. Chosen employees of the Office participated in several short-term attachments at partner

supervisory authorities in the EU.

The progress and assessment of results of the twinning agreement were regularly evaluated at sessions of the steering
committee. The final report prepared at the end of the project evaluated the fulfilment of individual objectives of the

agreement positively.

The professional partner of the Office on the international level is the International Association of Insurance Supervisors
- IAIS. The Office of the State Supervision has been a full member of this institution since 2001, and it has become an
active member of the Association in a relatively short time. The Office is represented in a total of six IAIS working groups;
moreover, it also functions as a regional coordinator for the area of Central and Eastern Europe. The share of work in the
IAIS includes the participation in regular meetings (three times a year), the annual IAIS conference held in autumn, the
right to participate in formulations of new insurance standards, concepts and other tasks of the Association, which is used
frequently, decisions about educational seminars, and budget issues. The following spheres of activities belonged among the
priorities of the IAIS set for the evaluated period:

Bl Insurance Core Principles - ICP: they formulate requirements for supervision ininsurance comprehensively in 28 sections.
ICP are recognized and valued worldwide; they are considered to be so called “theoretical best practice”. Even though
they are not legally binding for members, they positively provide methodological guidelines. The Principles are used by
manyinternationalinstitutions, such as the World Bank, the International Monetary Fund, the European Commission and

many others;
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B Core Curriculum: it represents practical guidelines for implementation of ICP and a tool to improve professional
qualifications of supervisors. The project is still being developed; the projected deadline for its completion is set for
2006. Every ICPis elaborated into two modules—one for a lower and one for a higher professional level;

B International standards and relevant issues; especially International Financial Reporting Standards - IFRS, and
Solvency IT;

B Reinsurance issues.

The IAIS activities are by no means limited to the objectives above.

At the end of the evaluated period, the Office was preparing to receive a mission of experts of the World Bank; they will

implement a pilot project of corporate governance assessment at the request of the Czech Republic.

Especiallyinthe second half of 2004, the preparations for the 18th European Conference of Insurance Supervisorsintensified.
This traditional meeting has been held every two years since 1947. It was determined in Ljubljana, Sloveniain 2003 that after

other European cities, Prague will host this professional pan-European forum in May 2005.

Bilateral relations with international partner supervisory authorities continue to intensify. Beyond the framework of
standard protocols about cooperation and exchange of information within the European Union, two further Memoranda of
Cooperation and Exchange of Information were concluded in 2004: with the Austrian supervisor FMA in April and with the
Polish supervisor KNUIFE in November. These contractual documents create a framework for more intense, above standard
cooperation between national supervisory authorities. These documents were signed successively after the conclusions of

similar contracts with Slovakia and Germany.

Thus the Office of the State Supervision in Insurance and Pension Funds strives to strengthen its position in the European

and world systems.

4. 5. Activities in the European Union

Even before the accession to the European Union, the Office was fully involved in activities of the EU structures. These can be
divided into two parts: the first ones concern regulatory activities, i.e. activities connected with the European Commission
Insurance Committee (changes brought about by the Lamfalussy Process anticipate its change into the EIOPC - European
Insurance and Occupational Pensions Committee); the second ones concern supervisory activities and participation of the

Office in CEIOPS - the Committee of European Insurance and Occupational Pensions Supervisors.

By workingin the Insurance Committee, the Office participatesin discussing drafts of new directives. In 2004, these included
the Reinsurance Directive, the Fifth Motor Insurance Directive, and the Guarantee Schemes Directive. Office representatives
regularly participate in working group meetings in the European Commission and in Solvency II project of CEIOPS, which

should lead to drafting new directive or directives dealing with the solvency of insurance undertakings in a new way.
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The draft of the Reinsurance Directive prepared by the European Commission was considered in the Council of the European

Union; an Office representative participated actively in the process.

The Office participated to a large extent in activities of the CEIOPS committee and its working groups. Employees of the
Office are members of working groups for Solvency II - including groups for non-life insurance, accounting, cross-sector
(supervision of activities within the financial market), the Helsinki Protocol newly renamed as the “Insurance Group

Supervision Working Group” - IGSWG, and the group for the issues of occupational pensions.

Insurance Group Supervision Working Group

The aim and the basic job content of this group is to coordinate the cooperation of supervisory authorities of the Member
States of the EU, or the EEA, in the field of insurance when enforcing Directive No. 98/78/EC on the Supplementary

Supervision of Insurance Undertakings in an Insurance Group.

The IGSWG working group was established in 2000; the Czech Republic has participated since 2003 as an observer and, after
the accession to the EU, as a full member. The Office has its representation in the group.

The IGSWG usually meets twice a year (in Oslo and in Malta in 2004); the meetings generate practical guidelines for further
procedures of supervisors of individual countries in this issue. Some meetings proceed in a way of telephone conferences

and e-mail correspondence.

There is a coordination committee for each insurance group operating in more than one country of the EEA. Coordination
committees are composed of representatives of supervisory authorities of the countries where the insurance group
operates. Their main task is to transfer information among supervisors, especially with regard for possible risks and negative
development in individual insurance undertakings in an insurance group, and timely action in a case of an emergency.
As of 31 December 2004, there were about 120 insurance groups managed by coordination committees. At present, the
(Czech Republic participates in the work of 16 coordination committees within EEA. Individual insurance undertakings were
informed about the structure of the group within EEA to which they belong.

As of 31 December 2004, the provisions of the Insurance Act regarding supplementary supervision of insurance groups
(especially Section 26b,c,d and further provisions of Section 6 Paragraph 3, Section 6a Clause e., Section 26 Paragraph 4,

Section 26a, and Section 39b) applied to 22 insurance undertakings - some undertakings belong to the same group.

As of 31 December 2004, the provisions of the Insurance Act on modified solvency calculation (Section 22 Paragraph 9)

carried out by the mother company concerned one insurance undertaking.
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Insurance Mediation Working Group

The CEIOPS Insurance Mediation Working Group was established in the autumn 2004; the purpose of the group was to create
conditions for close cooperation of supervisory authorities in insurance in the field of insurance intermediation. The task of
the working group is to prepare a draft of a protocol relating to the cooperation of supervisory authorities in the inspection of
insurance intermediaries. The basis for the draft of the protocolis the so called “Siena Agreement” establishing the grounds for

cooperation and exchange of information among supervisory authorities in insurance in the Member States of the EU.

Cross Sector Working Group

This working group was established in the spring of 2004; its first task was to prepare materials for cross border cooperation
of supervisory authorities of the Member States of the EU and EEA when inspecting insurance undertakings in insurance
groups and financial conglomerates. The group works to provide answers to certain questions raised by the European
Commission to CEIOPS based on the so-called three-pillar approach to the Solvency II project.

“Pillar I Non-Life” Working Group

In connection with the Solvency II project and subsequent drafting of a directive, the Office has participated in activities
of the CEIOPS working group for non-life insurance; the group should work on the three-pillar approach to the issues of
Solvency IT from the technical and actuarial point of view. The analysis will provide basis for the subsequent directive, which

is being prepared by the European Commission. The fifth meeting of the group was held in London in 2004.

“Solvency II - Pillar IIT Accounting” Expert Group

The expert group specializing in accounting under the Solvency II project was established not only to solve problems—
assigned by the CEIOPS Managing Board—in the area of market transparency, market discipline etc., but also to monitor
the development in the area of accounting and its influence on supervised activities of insurance undertakings. In 2004,
the expert group focused on accounting, especially with regard to important changes that had occurred in the European

accounting system.

The expert group prepared analyses and position papers on proposals of the International Accounting Standards Board
(IASB). At the same time, it participated in the process of confirmation of the International Financial Reporting Standards
(IFRS) on the EU level. Further, it provided commentaries for the European Financial Reporting Advisory Group (EFRAG) on

the issues significant for the supervisory activities in insurance undertakings.

One of the main tasks of 2004 was to solve theissues of reporting for supervisory authorities and its relation to accounting

reports available to the public. The group, therefore, undertook to identify and assess the impact of IFRS implementation
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on supervisory activities in insurance undertakings. The expert group succeeded in preparation of a draft of a document
available at the Internet pages of CEIOPS (Consultation Paper No. 3). At present, the group is processing comments that it
received; subsequently, the final version of the document called “IAS/IFRS Implementation - the Impact on Supervision”

will be passed.

The CEIOPS Occupational Pensions Working Group

In 2003, Directive 2003/41/EC on the Activities and Supervision of Institutions for Occupational Retirement was adopted;
its purpose is to establish free movement of services in the area of occupational pensions. In 2004, the CEIOPS Occupational
Pensions Working Group was established in order to coordinate activities of supervisory authorities in individual Member
States. The Office—as a member of CEIOPS—had its representative at the working group meetings. There were four meeting
in Budapestin 2004.

The working group focuses on theissues of cooperation of supervisory authorities when dealing with cross-border operations
of occupational pensions institutions, which were made possible by the Directive. The priority of the group was—besides
adopting the basic procedures for its meetings and definitions of objectives to be reached—to prepare a draft of a protocol
that would establish grounds for the cooperation of relevant authorities from individual Member States. The task was

accomplished and the draft of the protocol was presented to the plenum of CEIOPS for approval at the beginning of 2005.

The draft of the protocol defines procedures for relevant authorities from individual Member States in cases when an
occupational pensions institution with its registered office in one Member State of the EU intends to accept employers” and

employees ~ contributions to pension funds from another Member State.
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II. INSURANCE MARKET
1. Insurance Market Structure

In 2004, the structure of the insurance market changed due to the accession of the Czech Republic to the EU. As of 1 May
2004, the following subjects are authorize to carry on insurance business in the territory of the Czech Republic: insurance
undertakings with their registered offices in the Czech Republic (home insurance undertakings), branches of insurance
undertakings with their registered offices in other Member States of the EU or EEA, branches of insurance undertakings from
the third countries, and insurance undertakings from other Member States of the EU or EEA under the freedom to provide

services.

As of 31 December 2004, 33 home insurance undertakings carried on business in the Czech insurance market. This number
does not include the Czech Insurers’ Burean (CIB), which is considered a home insurance undertaking. During 2004, the
license of Vieobecnd zdravotni pojistovna Ceské republiky was withdrawn. As of 31 December 2004, Union pojistovna,
a. s., was under the bankruptcy proceedings; its license to carry on insurance business was withdrawn on 6 May 2005.
This insurance undertaking did not provide necessary documents to assess its activities in 2004; the following indicators,

therefore, do notinclude the data for Union pojistovna, a. s.

Home insurance undertakings may carry on insurance business in the territory of another Member State of the EU or EEA on
the basis of the right of establishment or under the freedom to provide services. As of 31 December 2004, 8 home insurance
undertakings intended to carry on insurance business in other Member States under the freedom to provide services. These
insurance undertakings are listed in Annex No. 5. No home insurance undertaking established its branch in another Member
Statein 2004.

By the end 0f 2004, 7 branches of insurance undertakings from another Member State were authorized to carry oninsurance
business in the territory of the Czech Republic (registered as organizational units until 30 April 2004). During 2004, licenses
were withdrawn from two organizational units (HDI Haftpflichtverband der Deutschen Industrie Versicherungsverein auf
Gegenseitigkeit, “HDI” - organizacnislozka in short, and KRAVAG-LOGISTIC Versicherungs — Aktiengesellschaft - organizacnf
slozka); one insurance undertaking intended to establish a branch in the territory of the Czech Republic (Osterreichische
Kreditversicherung Coface AG). As of 31 December 2004, no branch of aninsurance undertaking from a third country carried

on insurance business in the Czech insurance market.
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Number and Classification of Insurance Undertakings

2002 2003 2003/2002 WPAARZINE]
Number of home insurance undertakings (without the CIB) 35 34 97.1%
of which: non-life 16 16 100.0%
life 2 2 100.0%
both life and non-life 17 16 94.1%

Number of branches of insurance undertakings from the EU (organizational

0,
units until 2003) 7 8 114.3%
of which: non-life 6 7 116.7%
life 1 1 100.0%

Total number of insurers (without insurance undertakings from another

0
Member State carrying on business under the freedom to provide services) 42 42 100.0%

of which: non-life 22 23 104.5%
life 3 3 100.0%
both life and non-life 17 16 94.1%

(Number of insurers)

Non-life insurers Life insurers Both life and non-life insurers

40 -

Non-life insurers Life insurers Both Llife and non-life insurers

Insurance Market Share as of 31/12/2004

(%)
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By the end of 2004, 187 insurance undertakings from other Member States intended to carry on insurance business in the
territory of the Czech Republic under the freedom to provide services. An up-dated list of insurance undertakings authorized

to carry oninsurance business under the freedom to provide services is available at the Ministry’s website.

Number of Insurance Undertakings Intending to Carry on Insurance Business Under the Freedom to Provide Services
as of 31/12/2004

Insurers according to insurance classes

Home state of the registered office ; Total number of
of the insurer i both life and insurers
non-life

Belgium 5 b
Denmark 4 4
Finland 2 2
France 1 8 9
Gibraltar 2 2
Ireland 3 23 26
Italy 1 6 4 1
Liechtenstein 1 1
Latvia 1 1
Luxembourg 1 2 3
Hungary 3 3
Germany 13 13
Netherlands 20 20
Austria 1 6 5 12
Slovakia 3 1 4
Slovenia 2 2
Spain 1 1
Sweden 5 5
Great Britain 4 58 1 63
Total 1 163 13 187

Annual Report 2004
26 Office of the State Supervision in Insurance and Pension Funds



Insurance Market

Insurance Undertakings by Origin of Capital

2002 2003 2003/2002 WPAAZINE]
Number of insurance undertakings 42 42 100.0%
of which: Home insurance undertakings (without the CIB) 35 34 97.1%
of which: With controlling share of foreign capital 19 19 100.0%
With controlling share of domestic capital 16 15 93.8%
L o
Total amount of registered capital (CZK billion) 14.2 14.0 . 102.9%

Insurers by Origin of Capital as of 31/12/2004

(%)

47.5

Branches of insurance Insurance undertakings with Insurance undertakings with
undertakings from the EU controlling share of foreign capital controlling share of domestic capital

Insurers with Controlling Share of Foreign Capital as of 31/12/2004

20
16
15
10
5
T
0

Insurance undertakings with controlling share Insurance undertakings with controlling share
of domestic capital from EU countries of domestic capital from non-EU countries

(Number of insurers)

As of 31 December 2004, of 33 home insurance undertaking, 20 insurance undertakings had foreign capital participation;

19 of them had a majority share of foreign shareholders. Compared to 2003, the number of insurance undertakings
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with 100 % of foreign shareholders rose by one to a total of 15 entities. In connection with the EU enlargement, the number
of insurance undertakings with controlling share of foreign capital from the EU countries increased to 16. In comparison
to 2003, the number of insurance undertakings with controlling shares of domestic capital decreased by one insurance
undertaking. 13 insurance undertakings are 100 % owned by Czech entities. Regarding Komeréni pojistovna, a.s., and

Pojistovna Ceské spofitelny, a.s., the majority owners were banks with their registered offices in the Czech Republic.

Compared to 2003, the total amount of registered capitalincreased by 2.9 % to CZK 14.4 billion. The share of foreign capital
in overall registered capital increased by 4.9 % to the total of 65.5 %.

Structure of Foreign Capital and its Overall Share in Registered Capital as of 31/12/2004

i PaA:qﬁZ;J;athpffn OverallShaI:e in Registered
(CZK thousand) Oz
Austria 3,236,184 34.4 22.5
Netherlands 2,971,401 31.6 20.7
Germany 1,030,100 11.0 7.2
Belgium 712,000 7.6 5.0
Great Britain 485,916 5.2 3.4
USA 370,000 3.9 2.6
Switzerland 243,100 2.6 1.7
Slovenia 189,000 2.0 1.3
France 106,000 11 0.7
Denmark 55,500 0.6 0.4
Total 9,399,201 100.0 65.5

Structure of Foreign Shareholders of Insurance Undertakings as of 31/12/2004

(%)

Austria Netherlands Germany Belgium Great Britain USA  Switzerland Slovenia  France = Denmark
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Structure of Foreign Capital in Overall Registred Capital as of 31/12/2004

(%)

Austria Netherlands Germany Belgium Great Britain USA  Switzerland Slovenia  France  Denmark

2. Premiums Written

The dynamic of the development in the insurance market can be demonstrated by the growth of gross premiums written
(further referred to as “premiums written”). Compared to 2003, the aggregate premiums written increased by 6.2 % - in
life assurance by 7.5 % and in non-life insurance by 5.4 %. In contrast to the previous year, the rate of growth significantly

declined both in life assurance and non-life insurance. The share of life assurance in aggregate premiums written was
39.3 %; compared to 2003, it increased by 0.5 %.

Premiums Written
2002 2003 2004 2003/2002 2004/2003
(CZK million)  (CZK million) B{®ASillE6)] (%) (%)
Aggregate premiums written 90,660 105,946 116.9
of which: non-life insurance 56,624 64,817 114.5
life assurance 34,036 41,129 120.8
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Premiums Written Classified by the Origin of Capital of Insurance Undertakings

2002 2003 2004 2003/2002 2004/2003
(CZK million) ~ (CZK million) M(&Z4Qill0a)] (%) (%)

Aggregate gross premiums written 90,660 105,946 112,578 116.9

Home insurance undertakings 84,595 100,433 118.7

Insurance undertakings with controlling share of
domestic capital

InSl{rance u'ndertakmgs with controlling share of 66,781 85,323 94,389
foreign capital
Insurance undertakings with controlling share of
capital from the countries of the EU 63,683 81,405 90.235
Branches of insurance undertakings from the EU
(organizational units until 2003) 6,065 5,513 5,828
Non-life insurance mark'et ' 56,624 64,817 68,377
- aggregate gross premiums written

Home insurance undertakings 55,368 64,334 67,874

Insuran'ce unfiertakmgs with controlling share of 9,166 7,470 5,471
domestic capital
InSl{rance u.ndertakmgs with controlling share of 46,202 56,864 62,403
foreign capital
Insurance undertakings with controlling share of
capital from the countries of the EU 45,321 55,647 61,034
Branches of insurance undertakings from the EU
(organizational units until 2003) 1,256 483
Life assurance market ' ' 34,036 41,129 44,201
- aggregate gross premiums written

Home insurance undertakings 29,227 36,099 38,876

Insuran.ce unfiertakmgs with controlling share of 8648 7640 6,890
domestic capital
Inst{rance u_ndertakmgs with controlling share of 20,579 28,450 31,986
foreign capital

Insurance undertakings with controlling share of

capital from the countries of the EU 18,362 25,758 29,201

Branches of insurance undertakings from the EU
(organizational units until 2003)

17,814 15,110 12,361 84.8

4,809 5,030
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In 2004, the share of premiums written by home insurance undertakings in aggregate premiums written was 94.8 %; it did
not change compared to the previous year. In non-life insurance, the share amounted to 99.3 %, and in life assurance, it was
88 %. The share of home insurance undertakings with controlling share of foreign capital in aggregate premiums written
increased by 3.4 % to a total of 83.9 % compared to 2003. In non-life insurance, the share increased by 3.7 % to 91.4 %; in

life assurance, it rose by 3.2 % to 72.4%.

The following table summarizes the development in the percentage share of premiums written in the Gross Domestic Product
(GDP) as one of the basic economic indicators. Compared to 2003, the share of premiums written in the Gross Domestic
Product decreased in 2004; it was caused by the fact that the Gross Domestic Product in current year prices grew faster than

premiums written.

Share of Premiums Written in Gross Domestic Product

2002 2003 200(34)2)002 200?4)2)003
Premiums written (CZK billion) 91 106 113 116.9
Gross Domestic Product (CZK billion) 2,415 2,556 105.8
Premiums written/GDP (%) 3.8 4.2 . 110.6

N.B.: GDPin current prices - Source: the Czech Statistical Office (CSO)

The overall picture of the size of the Czech insurance market in 2004, measured in premiums written, is given by the overall
summary of market shares of individual insurance undertakings (Annex No. 28) as well as by the summary showing the

representation of insurance undertakings in the insurance market according to the structure of their market shares.

The concentration of the insurance market, measured in premiums written, is evident from the data summarized by the
following table. More than a half of the market is controlled by two insurance undertakings; their share compared to the
previous year increased by 3.3 % to a total of 57.9 %. In 2004, the market share of 4 insurance undertakings exceeded 5
%; their total market share reached 71.2 %. It decreased by 3.9 % compared to 2003 when it was 5 insurance undertakings
exceeding the 5 % limit. In non-life insurance, 4 insurance undertakings exceeded the 5 % limit; their total share increased
by 3.1 % to 80.3 %. In life assurance, 6 insurance undertakings exceeded the 5 % limit; the total market share of these

insurance undertakings decreased by 0.5 % to 81.8 % compared to the previous year.
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Insurance Market by Structure of Market Shares as of 31/12/2004

Non-life insurance Life assurance

Insurers with Premiums Premiums Premiums
market share |\ mber of | written Number of | written Number of | written
of insurers (Czk insurers (Czk insurers (Czk

million) million) million)
Over 10 % 2 65,137 57.9 3 51,026 74.7 3 26,678 60.4
5-10 % 2 15,008 13.3 1 3,798 5.6 3 9,459 21.4
1-5% 8 26,824 23.9 4 8,915 13.1 7 7,605 17.2
0-1% 28 5,509 4.9 29 4,538 6.6 6 459 1.0

Not including the data for VSeobecna zdravotni pojistovna, the licence of which was withdrawn on 30 June 2004.

Shares in Premiums Written in the Non-Life Insurance Market

(%)

3 insurers with market 1 insurer with market 4 insurers with market 29 insurers with market
share over 10 % share of 5-10 % shareof 1-5% shareof 0-1%

Shares in Premiums Written in the Life Insurance Market

(%)

3insurers with market 3insurers with market 7 insurers with market 6 insurers with market
share over 10 % share of 5-10 % shareof 1-5% shareof 0-1%
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Shares in Premiums Written in the Insurance Market

(%)

2 insurers with market 2 insurers with market 8 insurers with market 28 insurers with market
share over 10 % share of 5 - 10 % share of 1-5 % share of 0-1%

3. Claim Settlement Costs

The aggregate claim settlement costs in 2004 reached CZK 58,811 million; compared to 2003, they decreased by 2.2 %.

The claim settlement costs in non-life insurance decreased by 21.1 %; however, the claim settlement costs in life assurance
increased by 52.8 %.

Claim Settlement Costs

2002 2003 2004 2003/2002  [PIVAZIE
(CZK million)  (CZK miltion) [N(VARuIlL) (%) (%)

Claim settlement costs 60,006 60,088 100.0
0f which: Non-life insurance 47,679 44,741 35,368 93.8

Life assurance 12,417 15,347 23,443 123.6

The share of home insurance undertakings in aggregate claim settlement costs reached 96.9 % in 2004; it decreased
by 0.2 % compared to the previous year. In non-life insurance, the share reached 99.8 %; in life assurance, it reached
92.5 %. The share of home insurance undertakings with controlling share of foreign capital in aggregate claim settlement
costsincreased by 1.6 % to 88.3 % compared to 2003. In non-life insurance it increased by 3.1 %t0 91.2 %; in life assurance
itincreased by 1.4 % to 84 %.
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Claim Settlement Costs by Origin of Capital of Insurance Undertakings

2002 2003 2004 2003/2002 2004/2003
(CZK million) ~ (CZK million) M(¥AQillE0a)] (%) (%)

Aggregate claim settlement costs 60,096 60,088 58,811 100.0
Home insurance undertakings 56,379 58,326 56,983 103.5

Insuran_ce unFlertaklngs with controlling share of 10,291 6,251 5,085 60.7
domestic capital
InSl{rance u'ndertakmgs with controlling share of 46,088 52,075 51,898
foreign capital

Insurance undertakings with controlling share of
capital from the countries of the EU 44,780 50,690 PL132
Branches of insurance undertakings from the EU
(organizational units until 2003) 377 1,762 1,828
Non-life insurance market

- aggregate claim settlement costs 47,679 44,741 35,368

Home insurance undertakings 45,162 44,461 35,299

Insuran'ce unf:lertakmgs with controlling share of 8,081 5,050 3,083
domestic capital
InSl{rance u.ndertakmgs with controlling share of 37,081 39,402 32,216
foreign capital

Insurance undertakings with controlling share of
capital from the countries of the EU 35,990 38,406 S
Branches of insurance undertakings from the EU 2517 280
(organizational units until 2003) !
Life assurance market

- aggregate claim settlement costs 12417 15,347 23,443

Home insurance undertakings 11,217 13,865 21,684

Insuran.ce unfiertakmgs with controlling share of 2,210 1192 2,002
domestic capital
Inst{rance u_ndertakmgs with controlling share of 9,007 12,673 19,682
foreign capital

Insurance undertakings with controlling share of

capital from the countries of the EU 8,790 12,284 15,091

Branches of insurance undertakings from the EU

(organizational units until 2003) 1,200 1,482
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4. Assets of Insurance Undertakings

Increasing aggregate assets of insurance undertakings are connected with the increasing amount of premiums written
and technical provisions of insurance undertakings. Compared to 2003, the amount of assets increased by 10.7 % to
CZK 284.3 billion. The assets of insurance undertakings grew approximately by the same rate as the previous year. By the
end of 2004, the aggregate assets of insurance undertakings including the CIB reached CZK 294 billion, which represents
12.6 % increase compared to the previous year.

Assets of Insurance Undertakings by Life, Non-Life, and Both Life and Non-Life Insurers

Assets (CZK million) Share in aggregate assets (%)

Type of insurance undertakings
2002 2003 2004 2002 2003

Non-life insurance (without the CIB) 18,721 16,468

Life assurance 21,298 24,827 9.2 9.7

Both life and non-life 192,554 215,498 238,371 82.8 83.9
Total (without the CIB) 232,573 256,793 284,335 100.0 100.0 100.0

Compared to 2003, the share of assets of non-life insurance undertakings in aggregate assets decreased by 0.3 % to 6.1 %;
on the contrary, the share of assets of life assurance increased by 0.4 % to 10.1 %. The share of assets of insurance

undertakings carrying on both life assurance and non-life insurance decreased by 0.1 % to 83.8 %.

Assets by Origin of Capital of Insurance Undertakings

Assets (CZK million) Share in aggregate assets (%)

Aggregate assets (without the CIB) 232,573 256,793 BERXISEREE  100.0 100.0
Home insurance undertakings (without the CIB) 209,901 = 232,477 WAL 90.3 90.5

Insuran‘ce unfiertakmgs with controlling share of 45,353 34,910 40972 19.5
domestic capital

Insurance undertakings with controlling share of
foreign capital

13.6

164,548 197,567 215,724

Insurance undertakings with controlling share of
capital from the countries of the EU 156,402 188,325 Il
Branches of insurance undertakings from the EU

(organizational units until 2003) 22,672 24,316 27,633
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The share of assets of home insurance undertakings in aggregate assets was 90.3 %in 2004; it decreased by 0.2 % compared
to the previous year. The share of home insurance undertakings with controlling share of foreign capital in aggregate assets
was 75.9 %; it decreased by 1 % compared 2003.

5. Technical Provisions and Structure of Financial Placements

As new insurance products develop and obligations of insurance undertakings increase, the amount of technical provisions
isbound toincrease as well. Their creation and application is governed by the Insurance Act No. 363/1999 Coll., as amended,
and Regulation of the Ministry of Finance No. 303/2004 Coll.

An insurance undertaking is obliged to create technical provisions to cover commitments ensuing from insurance or
reinsurance activity carried on, which are probable or certain, but the amount of which or the moment at which they arise
is uncertain:

B provision for unearned premium;

W provision for claims;

B provision for life assurance premium or provision for non-life insurance premium;

B provision for bonuses and rebates;

B provision for life assurance where the investment risk is borne by the policyholder;

B provision for the fulfilment of the commitments from the technicalinterest rate applied;

B equalization provision;

W other provisions.

The creation of the above “other” provisions is approved by the Ministry upon request of an insurance undertaking. The
application includes a proposal for the manner in which the provision will be created and applied. The creation of provisions

mitigates the risk of destabilization of insurance undertakings, should potential risks arise.
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Net Technical Provisions

2002 2003 2004 2003/2002 2004/2003
(CZK million) ~ (CZK million) M(&AQiill6Ta)] (%) (%)

Aggregate net technical provisions (without the CIB) 158,600 176,772 189,502 111.5

0f which: Non-life insurance 42,134 45,313 45,714 107.5

Life assurance 116,466 131,459 143,788 112.9

As of 31 December 2004, aggregate net technical provisions excluding the CIB reached CZK 189.5 billion; it increased by
7.2 % compared to the previous year. In non-life insurance, aggregate net technical provisions decreased by 0.9 %; in life

assurance, they increased by 9.4 %. Aggregate net technical provisions including the CIB reached CZK 199 billion.

Technical Provisions of Insurance Undertakings by Life, Non-life, and Both Life and Non-Life Insurers

Net technical provisions in non-life insurance |  Net technical provisions in life assurance
(CZK million) (CZK million)

Type of insurance undertakings

Non-life insurance (without the CIB) 6,290 5,459 5,069

Life assurance - 15,598 18,244 21,325

Both Life and non-life 35,844 39,854 40,645 100,868 113,215 122,463
Total (without the CIB) 42,134 45,313 45,714 116,466 131,459 143,788

In 2004, the share of non-life insurance undertakings in aggregate net technical provisions of non-life insurance reached

11.1 %; it decreased by 0.9 % compared to the previous year.

The share of life assurance undertakings in aggregate net technical provisions of life assurance reached 14.8 %; it increased

by 0.9 % compared to 2003.
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Technical Provisions by Origin of Capital of Insurance Undertakings

2002 2003 2004 2003/2002 2004/2003
(CZK million) ~ (CZK million) M(¥AQillE0a)] (%) (%)

Aggregate net technical provisions (without the CIB) 158,600 176,772 189,502 111.5

Home insurance undertakings 143,116 159,382 111.4

Insurance undertakings with controlling share of
domestic capital

InSl{rance u'ndertakmgs with controlling share of 116,081 138,444 146,285
foreign capital
Insurance undertakings with controlling share of
capital from the countries of the EU 110,915 131,71 138,009
Branches of insurance undertakings from the EU
(organizational units until 2003) 15,484 17,390 20,052
Non-hfems.urance n.la.rket 42,134 45,313 45,714
- net technical provisions

Home insurance undertakings 41,562 45,171 45,561

Insuran'ce unfiertakmgs with controlling share of 9.299 8,239 6,206
domestic capital
InSl{rance u.ndertakmgs with controlling share of 32,263 36,932 39,355
foreign capital
Insurance undertakings with controlling share of
capital from the countries of the EU 31,965 36,642 39,110
Branches of insurance undertakings from the EU
(organizational units until 2003) 572 142
Life assurance market 116,466 131,459 143,788
- net technical provisions

Home insurance undertakings 101,554 114,211 123,889

Insuran.ce unfiertakmgs with controlling share of 17,736 12,699 16,959
domestic capital
Inst{rance u_ndertakmgs with controlling share of 83,818 101,512 106,930
foreign capital

Insurance undertakings with controlling share of

capital from the countries of the EU 78,950 95,069 98,899

Branches of insurance undertakings from the EU
(organizational units until 2003)

27,035 20,938 23,165 77.4

14,912 17,248
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The share of home insurance undertakings in aggregate net technical provisions reached 89.4 % in 2004; it decreased by
0.8 % compared to the previous year. In non-life insurance, this share amounted to 99.7 %; in life assurance to 86.2 %.
The share of home undertakings with controlling share of foreign capitalin aggregate net technical provisions decreased by
1.1%to 77.2 % compared to 2003. In non-life insurance, it increased by 4.6 % to 86.1 %; in life assurance, it decreased by
2.8%10 74.4 %.

Financial placements of assets source of which are technical provisions, are summarized in the following table. Compared
to previous years, significant changes in the share of individual items in total financial placements occurred in 2004; it
was caused especially by new definitions of some items of financial placements in 2004. Compulsory limits for financial
placements of assets source of which are technical provisions determine the structure of portfolios of insurance undertakings

as to ensure the maximum possible limitation of investment risk.

Financial Placements of Assets Source of which are Technical Provisions (without the CIB)
(%) 2002 2003 2003/2002 [PIAZIIE]

Real estate 6.2 4t 71.0
Equity securities 5.0 5.2 104.0
Bonds 62.3 62.8 100.8
Loans Ly 21/ 158.8
Deposits 10.2 9.6 9%.1
Reinsurance Receivables

Other 14.6 15.3 104.8

Total financial placements 100.0 100.0 100.0

N.B.: Theitem “Other” includes: bills, works of art, foreign securities traded on the regulated market of the OECD countries, and derivatives.

6. Motor Third Party Liability Insurance

Due to the process of concentration and specialization of the insurance market, the number of insurance undertakings
carrying on Motor Third Party Liability Insurance (MTPL) was reduced to 8. After the liberalization in 2003, the field of MTPL
is consolidated at present and, at the same time, sufficiently competitive. It is one of the most important products of non-

life insurance; its share of gross premiums written is about 30 %.

After the deregulation, the rates naturally stabilized on market principles. The differences in initial insurance rates for
individual categories of vehicles are minimal. The resulting rates, however, differentiate in relation to individual loss
experience of drivers or motor vehicles in the form of bonuses and extra premiums. Last year, some insurance undertakings
introduced the segmentation of insurance rates according to the region of origin of the driver (the size of the town of

residence serves as a criterion) or the driver’s age.
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One of the priorities of amended Act No. 168/1999 Coll. and other relevant legal norms was not only the harmonization
of domestic MTPL legislation with that of the EC, but also an effort to increase consumer protection. Amended MTPL
legislation came into effect at the beginning of May 2004. Insurance undertakings are now obliged to pay compensations
for claims within three months of the day the claim for compensation was filed or notify the client of reasons why the claim
for compensation was rejected. The amended act increases the limits for compensations to the level required by the EU
(CZK 35 million for personal injuries or death and CZK 18 million for damage to property); it accents the position and
office of the CIB, and requires thatinsurance undertakings carrying on MTPL appoint their claims representatives in every
EU country.

As of 2 January 2004, the MTPL insurance portfolios of Pojistovna Ceské spofitelny, a.s. and Union pojistovna, a.s. were
transferred to Kooperativa, pojistovna, a.s. In connection to the official conservatorship of Union pojistovna, a.s., its license

to carry on MTPL was withdrawn as of 8 January 2004. Insurance undertakings carrying on MTPL are listed in Annex No. 7.

MTPL Statistics by Insurance Undertakings as of 31/12/2004

) Number of insured vehicles Gross premiums written aim settlement costs
Insurance Undertaking

Share in (%)

Allianz pojistovna, a. s. 559,406 10.5 2,546 12.3 1,433 15.3
Ceska podnikatelskd pojistovna, a. s. 557,650 10.5 2,197 10.7 890 9.5
Ceska pojistovna, a. s. 2,377,616 44.8 8,757 42.4 3,847 41.2
(SOB Pojistovna a. s. 183,923 3.5 795 3.9 389 4.2
Generali Pojistovna a. s. 163,783 3.1 770 3.7 332 3.6
Kooperativa, pojistovna, a. s. 1,385,968 26.1 5,169 25.0 2,255 24.2
Triglav pojistovna, a. s. 12,419 0.2 48 0.2 18 0.2
UNIQA pojistovna, a. s. 71,193 1.3 381 1.8 172 1.8
Total 5,311,958 100.0 20,663 100.0 9,336 100.0

Compared to 2003, gross premiums written increased by 5 % to CZK 20.7 billion. Claim settlement costs increased by 13 %
to CZK 9.3 billion.
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7. Accounting and Audit

Under Section 24 of the Insurance Act, an insurance or reinsurance undertaking is obliged to keep accounts of the state
and movements of assets and liabilities, costs and revenues, and economic results in accordance with Act No. 563/1991
Coll., on Accounting, as amended. The auditor examines the annual accounts of an insurance or reinsurance undertaking
and submits a written report thereon to the Office. At any time in the course of activity of an insurance or reinsurance
undertaking, the Office is authorised to request examination of the audit by an auditor appointed by the Ministry provided
that there are reasons for doubts as to the correctness of the initial audit or if this is required due to the deteriorating results
of economic performance of an insurance or reinsurance undertaking. The costs of this audit are borne by the auditor of the
initial audit; the Ministry covers these costs only in case that the audit does not confirm the reasons for which the Ministry

questioned the correctness of the initial audit.

The auditors of individualinsurance undertakings for 2000 to 2004 are listed in Annex No. 38.
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LIST OF USED ABBREVIATIONS AND USEFUL WEB SITES

List of Used Abbreviations and Acronyms

BAFin  Bundesanstalt fiir Finanzdienstleistungsaufsicht

BIS Bank for International Settlement

CEA European Insurance Market

CEIOPS Commission of European Insurance and Occupational Pensions Supervisors
(1B Czech Insurers’ Bureau

EEA European Economic Area

EC European Community

EEC European Economic Community

EIOPC  European Insurance and Occupational Pensions Committee
EU European Union

FSI Financial Stability Institute

GDP Gross Domestic Product

IAIS International Association of Insurance Supervisors

ICP Insurance Core Principles

IGSWG  Insurance Group Supervision Working Group

IMF International Monetary Fund

RSM Required Solvency Margin

OECD  Organisation for Economic Cooperation and Devolopment
MTPL  Motor Third Party Liability Insurance

DSM Disposable Solvency Margin

TR Technical Provisions

Office  Office of the State Supervision in Insurance and Pension Funds
WB World Bank

List of Useful Web Sites

Ministry of Finance 2> www.mfcr.cz > Financial Sector

Association of Czech Insurance Brokers = www.acpm.cz

Association of Financial Intermediaries and Financial Advisers of Czech Republic => www.afiz.cz
Czech Insurance Association => www.cap.cz

Czech Insurers’ Bureau => www.ckp.cz

Chamber of Insurance Brokers &> www.kopm.cz

International Association of Insurance Supervisors = www.iaisweb.org
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Annex No. 1 - Overview of Directives of European Community Integrated into Laws and Amendments to Them
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Annex No. 2 - Brief Overview of Valid Insurance Legislation
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Annex No. 3 - List of Insurance Undertakings with their Registered Offices in the Czech Republic
as of 31 December 2004

Insurer’'s Name Address

*ill 30.3.2004 Prvni Ceskd servisni pojistovna, a.s.
**6. 5. 2005 the Ministry of Finance withdrew the licence
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Annex No. 4 - List of Branches of Insurance Undertakings from EU States as of 31 December 2004

Domicile of the

Insurer’'s Name Address Founder
Founder

*as of 19 July 2005, the company was not registered in the Commercial Register
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Annex No. 5 - List of Insurance Undertakings with their Registered Offices in the Czech Republic with
Authorization to Carry on Business in the EU under the Freedom to Provide Services
as of 31 December 2004

Countries, in which are Insurers
Authorized to Carry on the
Business Under the Freedom to
Provide Services

Insurance Classes and Groups as defined in
Annex No. 1 to Act No. 363/1999 Coll. as
amended

Insurer’'s Name

*as defined in Annex No. 1 to Act No. 363/1999 Coll. as amended
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Annex No. 6 - Insurance Undertakings and Branches of Insurance Undertakings from the EU with Authorization to

Carry on Business in the Czech Republic Under the Freedom to Provide Services as of 31 December 2004

Domicile of
Insurer's Name Registered Office of Applicant “s Mother Company Applicant’s
Mother Comp.
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Insurer’'s Name

Registered Office of Applicant “s Mother Company

Domicile of
Applicant”s
Mother Comp.

(lass
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Annex No. 6/2

Insurer’'s Name

Registered Office of Applicant “s Mother Company

Domicile of
Applicant s
Mother Comp.

52
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Insurer’'s Name

Registered Office of Applicant “s Mother Company

Domicile of
Applicant”s
Mother Comp.

(lass
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Annex No. 6/3

Insurer’'s Name

Registered Office of Applicant “s Mother Company

Domicile of
Applicant s
Mother Comp.

54
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Domicile of
Insurer's Name Registered Office of Applicant “s Mother Company Applicant”s

L - Life insurers
N - Non-life insurers
L+N - Both life and non-life insurers
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Annex No. 7 - List of Insurance Undertakings Licensed to Carry on MTPL Insurance According to Act
No. 168/1999 Coll., as of 31 December 2004

Insurer’s Name Address

Annex No. 8 - List of Insurance Undertakings Licensed to Carry on Tour Operators Bankruptcy Suretyship
Insurance According to Act No. 159/1999 Coll., as of 31 December 2004

Insurer’s Name Address
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Annex No. 9 - List of Insurance Undertakings Authorized to Carry on Educational Activities for Insurance
Intermediaries and Independent Loss Adjusters as of 31 December 2004

Insurer’s Name Address

Annex No. 10 - List of Insurance Undertakings Licensed to Carry on Reinsurance Activities
as of 31 December 2004

Insurer’s Name Reinsurance Activity* Facultative Reinsurance**

*licence in accordance with Section 3 (4) of Act No. 363/1999 Coll., as amended
**licence in accordance with Section 9 (5) of the Act No. 363/1999 Coll., as amended
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Annex No. 11 - List of Insurance Undertakings with their Registered Offices in the Czech Republic Licensed

to Carry on Insurance Classes as of 31 December 2004

Classes of Life Assurance Classes of Non-Life Insurance
A2 | A3 | A4 | A5 B3 | B4 | B5 | B6 | B7

Insurer’'s Name

*ill 30. 3. 2004 Prvni Ceska servisni pojistovna, a.s.
**6. 5. 2005 the Ministry of Finance withdrew the licence
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Classes of Non-Life Insurance

Groups of Non-Life Insurance

B11

B12

B13

B14

B15

PCK

Ch)

Cc)

Cd)

Ce)

)
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Annex No. 12 - List of Branches of Insurance Undertakings from EU States Licensed to Carry on Insurance
Classes as of 31 December 2004

Classes of Life Assurance

Insurer’s Name Mother Company

A

*as of 24 August 2005, the company was not registered in the Commercial Register
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Classes of Non-Life Insurance Groups of Non-Life Insurance

o I o 3 e ) 9 o e e e G e ol
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Annex No. 13 - List of Insurance Classes and Groups of Insurance Classes

Part A (lasses of Life Assurance

Part B Classes of Non-Life Insurance
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PartC | Groups of Non-Life Insurance
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Annex No. 14 - Number of Insurance Undertakings from 1995 to 2004 (By Licensed Insurance Classes)

Annex No. 15 - Number of Insurance Undertakings with their Registered Offices in the Czech Republic from
1995 to 2004 (By licensed Insurance Classes)
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Annex No. 16 - Number of Branches of Insurance Undertakings from EU States from 1995 to 2004
(By Licensed Insurance Classes)

4 B 4 P 4 ) 4 7 7
1 B

Note: till 2003 organizational units

Annex No. 17 - Number of Insurance Undertakings in Life Assurance Market from 1995 to 2004
(By Origin of Capital)

J L oL & W

*till 2003 organizational units
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Annex No. 18 - Number of Insurance Undertakings in Non-Life Insurance Market from 1995 to 2004
(By Origin of Capital)

H H

*ill 2003 organizational units

Annex No. 19 - Number of Insurance Undertakings from 1995 to 2004 (By Origin of Capital)

*ill 2003 organizational units
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Annex No. 20 - Number of Insurance Undertakings with Controlling Share of Foreign Capital
from 1995 to 2004

11131313
!HHH!

Annex No. 21 - Average Amount of Registered Capital from 1995 to 2004
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Annex No. 22 - List of Insurance Undertakings with Foreign Shareholders as of 31 December 2004

Share | Equity stakein

of (%) |(CZK thousand SRl ety

Insurer’s Name
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Annex No. 23 - List of Insurance Undertakings with 100 % Czech Capital as of 31 December 2004

Share | Equity stakein

of (%) | (CZK thousand Shareholder

Insurer’s Name
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Annex No. 24 - Development of Premiums Written from 1995 to 2004

Annex No. 25 - Rate of Growth of Premiums Written from 1996 to 2004
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Annex No. 26 - Shares of Life Assurance and Non-Life Insurance in Total Premiums Written
from 1995 to 2004

73.4 73.5 72.9 67.7 62.5 61.2 60.7
27.5 27.1 31.5 323 37.5 38.8

Annex No. 27 - Share of Premiums Written in Gross Domestic Product from 1995 to 2004

2.1 2.1 Y 2.3 2.4
H ! 1.4 1'6
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Annex No. 28 - Market Shares of Individual Insurance Undertakings by Premiums Written as of 31 December 2004

Total of which:

Insurer”s Name F?remium Non-life | Market Life Market
Written (CZK (CzK Share (Czk Share

thousand) thousand) | (%) | thousand) | (%)

Total for allinsurers 112,566,472 100.00 68,365,463 100.00 44,201,009 100.00

Total for whole insurance market 112,578,203 168,377,194 44,201,009

Note:*till 31/3/2004 Nederlandsche Credietverzekering Maatschappij N.V. - organizacni slozka, ** till 30/3/2004 Prvni Ceskd servisni pojistovna, a.s.,
*** on 30/6/2004 the Ministry of Finance withdrew the licence, Legend: L- Life insurers, N -Non-life insurers, L+N - Both life and non-life insurers
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Annex No. 29 - Development of in Claim Settlement Costs from 1995 to 2004

Annex No. 30 - Rate of Growth of Claim Settlement Costs from 1996 to 2004

Annual Report 2004
Office of the State Supervision in Insurance and Pension Funds

73




Annex No. 31 - Claim Settlement Costs as of 31 December 2004

Total Claim
> Settlement
Insurer s Name

Costs

(CZK thous.)

of which:

Non-life
Insurers
(CZK thous.)

NEIE
N market

(%)

Life Share on
Assurance | L market
(CZKthous.) | (%)

Total for all insurers

Total for whole insurance market
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| 58,811,159

35,368,379

Note:*till 31/3/2004 Nederlandsche Credietverzekering Maatschappij N.V. - organizacni slozka, ** till 30/3/2004 Prvni Ceskd servisni pojistovna, a.s.,
*** on 30/6/2004 the Ministry of Finance withdrew the licence, Legend: L- Life insurers, N -Non-life insurers, L+N - Both life and non-life insurers

' 58,356,715 100.00 34,913,935 100.00 23,442,780 100.00

23,442,780



Annex No. 32 - Comparison of Insurance Market Shares By Premiums Written and Claim Settlement Costs as
of 31 December 2004

Premiums Claim Non-life Insurance |  Life Insurance

written | settlement
Insurer“s Name (PW) | costs (CSC) csc csc
Total Total (%) (%)

(%) (%)

v

Celkem za vSechny pojistovn 1

Note:*till 31/3/2004 Nederlandsche Credietverzekering Maatschappij N.V. - organizacni slozka, ** till 30/3/2004 Prvni ceskd servisni pojistovna, a.s.,
*** on 30/6/2004 the Ministry of Finance withdrew the licence, Legend: L- Life insurers, N -Non-life insurers, L+N - Both life and non-life insurers
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Annex No. 33 - Net Technical Provisions from 1995 to 2004

Annex No. 34 - Rate of Growth of Net Technical Provisions from 1996 to 2004
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Annex No. 35 - Structure of Financial Placements of Assets Source of which are Technical Provisions from
1995 to 2004
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Annex No. 36 - Balance Sheet of Insurance Undertakings as of 31 December 2004

A. Receivables for subscribed share capital - 158,000 40,000 -

B. Long-term intangible assets 1,598,335 7,264,109 3,003,238| 4,260,872

C. Financial placement (investments) I 216,896,811 251,247,386 72,346 251,175,039

D. Financial placement of unit-linked life assurance 21 ,079, 737, 7,737,291
E. Debtors 22 ,865, 717, ,689, 22,028,809

F. Other assets ,540, 147, /123, 4,023,552

G. Temporary accounts of assets

TOTAL ASSETS | 39 260,710,993 313,862,855 19,888,736 293,974,119
*FY - fiscal year
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41,402,553 53,277,328

2,500,000 2,500,000
171,647,575| 214,202,908| 22,728,679| 191,474,227

5,002,209 7,729,103 185,320
1,403,034

2,473,498 2,887,778
29,293,288 26,691,558

6,988,835

TOTAL LIABILITIES 89 260,710,993 293,974,119
Note: Balance Sheet does not include the data for Union pojistovna, a.s. (forced administration), *FY - fiscal year

Annual Report 2004
Office of the State Supervision in Insurance and Pension Funds 79




Annex No. 37 - Profit and Loss Account of Insurance Undertakings as of 31 December 2004

TOTAL FOR ALL INSURERS incl. Czech Insurers “ Bureau (CZK thousand)

L. TECHNICAL ACCOUNT FOR NON-LIFE INSURANCE

10. Subtotal, result of Technical account for non-life insurance (item LIL.1.)
I1. TECHNICAL ACCOUNT FOR LIFE ASSURANCE
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16. Profit or loss for the accounting period ‘ 88 ‘ -‘ -

10,903,646

Note: Profit and Loss Account does not include data for Union pojistovnu, a. s. (forced administration)
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Annex No. 38 - List of Insurance Undertakings and their Auditors from 2002 to 2004

Line Insurer’'s Name

Note: Vtill 31/12/2002 Commercial Union, Zivotni pojistovna, a.s., 2till 22/3/2002 Winterthur pojistovna, a.s., ill 6/1/2003 IPB Pojistovna, a.s.,

“1ill 21/10/2003 CESCOB, Gvérova pojistovna, a.s., ?till 6/3/2003 Pojistovna UNIVERSAL, a.s., ©till 31/ 3/2004 Nederlandsche Creditverzekering Maatschappij
N.V. - organizaéni slozka, " till 31/12/2002 CSOB Pojistovna a.s., #1till 25/6,/2002 VICTORIA pojistovna, a.s., 9till 23/8/2002 WINTERTHUR INTERNATIONAL
INSURANCE COMPANY LIMITED, organizaéni slozka, till 19/5/2003 XL WINTERTHUR INTERNATIONAL INSURANCE COMPANY LIMITED, organizacni slozka,

19411 30/ 3/2004 Prvni ¢eskd servisni pojistovna, a.s.
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Auditorin the Year 2002

Auditor in the Year 2003

Auditor in the Year 2004
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Annex No. 39 - List of Administrators and Liquidators of Insurance Undertakings as of 31 December 2004

Administrators and Liquidators

*registered on 3/3/2005
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