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Key figures

n TEUR 0] 2020
Solvency Il Balance Sheet

Assets 72,320,375 63,414,008
Technical Provisions 46,251,366 40,451,144
Other Liabilities 10,913,021 9,528,788
Excess of Assets over Liabilities 15,155,988 13,434,076
Eligible Own Funds

Tier 1 Basic Own Funds (unrestricted) 13,615,484 12,124,227
Tier 1 Basic Own Funds (restricted) 533,225 548,243
Tier 2 Basic Own Funds 2,496,520 1,815,247
Tier 3 Own Funds 138,500 69,829
Eligible Own Funds (SCR) 16,783,730 14,557,545
Capital Requirements

Solvency Capital Requirement 6,904,154 6,190,424
Minimum Capital Requirement 4,519,540 4,068,444
Coverage Ratio

Ratio of Eligible Own Funds to SCR (Solvency Ratio) 243% 235%
Ratio of Eligible Own Funds to MCR 333% 331%

Hannover Re Group (hereinafter referred to as “Hannover Re” or “the Group”) fulfils the minimum
and solvency capital requirements (hereinafter referred to as MCR and SCR) stipulated by the
supervisory authority as at the reporting date 31 December 2021 and during the financial year 2021.
In addition, the solvency ratio ranges above the internal threshold of 200% during the entire

financial year.

Please note that this report represents a voluntary publication of the Hannover Re Group.

Please note that rounding differences can occur in the presented tables. Values below TEUR 0.5 are displayed as “0”.

Empty cells or cells with “-“ represent a value of EUR 0.00.
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A. Business and Performance

With a gross premium volume of TEUR 27,762,314 (previous year: TEUR 24,765,462),
Hannover Re is the third-largest reinsurer in the world. Hannover Re transacts all lines of Property
& Casualty and Life & Health reinsurance. Its global presence and activities across all lines of
reinsurance business allows the company to achieve an efficient risk diversification.

We are thoroughly satisfied with the development of business in the 2021 financial year. With
Group net income of TEUR 1,231,334 (TEUR 883,073) we actually surpassed the anticipated level
of more than TEUR 1,150,000.

In the 2021 financial year Hannover Re had to deal with, among other things, pandemic-related
expenditures in Life & Health reinsurance and catastrophe losses in Property and Casualty
reinsurance. Once again, Hannover Re demonstrated our robust risk-carrying capacity and
profitability.

The gross premium in the Property & Casualty reinsurance business group grew by 16.3 % at
constant exchange rates, comfortably beating our guidance of around 5 %. The main factors here
were the favourable market climate and improved prices. On the other hand, no pandemic-related
losses were recorded for our account overall beyond the reserves set aside.

In the Life & Health reinsurance business group, Hannover Re was able to grow the gross
premiums considerably more strongly than the anticipated guidance of at least 3 % with an
increase of 5.5 % adjusted for exchange-rate effects. The result was, however, impacted by the
effects of the pandemic in the financial year just ended. Altogether, the expenditures incurred here
amounted to TEUR 582,000.

Against the backdrop of the continued challenging state of global financial markets, we are highly
satisfied with the performance of our investments. The ordinary investment income excluding
interest on funds withheld and contract deposits amounting to TEUR 1,555,591 as at 31 December
2021 came in significantly higher than in the previous year (TEUR 1,240,420) and was thus even
slightly ahead of our expectations. Income from fixed-income securities reflected above all sharply
higher inflation expectations, leading to increased amortisation amounts in our portfolio of inflation-
linked bonds. We also booked substantially higher distributions from our investments in private
equity. Our real estate and real estate funds similarly contributed to our result with slightly higher
earnings. The income recognised from at equity-valuation declined to TEUR 35,743 (TEUR 88,129),
primarily reflecting special income booked in the previous year associated with measurement of
one of our participating interests. Interest on funds withheld and contract deposits increased to
TEUR 268,250 (TEUR 221,764). Impairments and depreciation totaling TEUR 88,810
(TEUR 129,393) were taken. On the whole, the sectors hardest hit by the pandemic did not play a
significant role in our investment portfolio. Depreciation on directly held real estate was slightly
higher at TEUR 38,402 (TEUR 36,609) due to the growth of the portfolio. Net realised gains on
disposals totalled TEUR 281,026 (TEUR 329,610). The high level of hidden reserves due to low
interest rates made itself felt in our portfolio of fixed-income securities, again benefiting the net
realised gains. In addition, we generated pleasing realised gains in connection with the
reorganisation of our high-yield portfolio. In the United States and East Asia we also very
successfully made the most of conditions on real estate markets to dispose of two large properties.
The sale of some of our equity funds as part of portfolio restructuring measures at the beginning of
the year was also a highly positive factor in our net realized gains. Altogether, the unrealised gains
in our assets recognised at fair value through profit or loss amounted to TEUR 36,114
(TEUR 64,113). Our extreme mortality cover, tranches of which we have brought to the capital
market regularly since 2013, is recognised under this item in a positive amount of TEUR 43,866
(TEUR 3,673). The investment income of TEUR 1,943,011 (TEUR 1,685,468) was 15.3 % higher
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than in the comparable period. Thereof, income from assets under own management accounted for
TEUR 1,674,761 (TEUR 1,466,358).

B. System of Governance

Hannover Re has an effective system of governance, which provides for sound and prudent
management. Written guidelines are in place for all significant business events. The key functions
pursuant to § 26 and §§ 29-31 of the Insurance Supervision Act (VAG) have been set up, entrusted
with the tasks described in Section B and equipped with appropriate resources.

The Executive Board has established a committee, which supports the assessment of the system
of governance. Based on the assessment conducted by the committee, the Executive Board has
reached the conclusion that the system of governance of Hannover Re is appropriate considering
the scope and complexity of its business activities and the inherent risks.

The individual elements of the system of governance of Hannover Re are explained in Section B.

C. Risk Profile

In the context of its business operations Hannover Re enters into a broad variety of risks. These
risks are deliberately accepted, steered and monitored. They specifically concern underwriting risks
pertaining to Property & Casualty and Life & Health as well as capital market risks, liquidity risks
and counterparty default risks. In addition, Hannover Re faces operational, strategic, sustainability
and reputational risks. In Section C, we describe the sources and management of these risks. We
also explain how we handle potential future risks (emerging risks).

Risk landscape of Hannover Re

Price/ premium risk Longevity and
Catastrophe risk H— Property and casualty reinsurance Life and health reinsurance mortality risk
| | Morbidity and

Reserving risk
disability risk

Lapse risk
Underwriting risks Catastrophe risk

| Expense risk

Equity risk
Risk landscape of Interest rate _risk
oreign exchange
risk
Default and

/ \ spread risk

Human resources risks
Information security risks
Outsourcing risks

Sustainability and —= Business continuity risks
reputational risks ——#* Business process and data
Strategic risk quality risks
Liguidity risk —# Compliance risks
Emerging risks —= Fraud risks
-
—=
L
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Hannover Re applies the static volatility adjustment according to §82 of the Insurance Supervision
Law VAG. This is intended to mitigate the effect of temporary value fluctuations due to credit
spread movements on the bond market. In order to capture this effect adequately for the calculation
of the required capital Hannover Re uses the dynamic volatility in its internal model.

The solvency capital requirements (SCR) as of 31 December 2021 are shown in the following table.
The SCR includes the impact from the dynamic volatility adjustment for both reference dates. The
impact of the volatility adjustment is displayed separately in Section D.2 as well as in the annex
QRT S.22.01.21.

Solvency Capital Requirement (SCR)

in TEUR

Solvency Capital Requirement m 2020
Underwriting risk - Property & Casualty 5,473,543 4,591,368
Underwriting risk - Life & Health 3,329,734 3,144,899
Market risk 4,874,756 4,395,687
Counterparty default risk 468,041 449,028
Operational risk 626,903 548,416
Diversification -5,238,598 -4,624,308
Total risk (pre-tax) 9,534,379 8,505,090
Deferred tax 2,630,225 2,314,666
Total risk (post-tax) 6,904,154 6,190,424

The required capital is calculated based on the approved internal model. At present, our most
significant risks are the default and spread risks within the market risks, the reserving and
catastrophe risks within the underwriting risks of Property and Casualty reinsurance and the
longevity and mortality risks within the underwriting risks of Life & Health reinsurance. In general,
annuity portfolios are adversely impacted by improvements in mortality, while death benefit
portfolios are adversely affected by deteriorations in mortality.

Overall, the required capital increased in the course of the year. This was principally driven by the
larger business volumes, which have led to an increase in underwriting risks and market risks. The
weaker euro against foreign currencies also contributed to this increase.

The underwriting risks in Property and Casualty reinsurance increased primarily as a consequence
of higher premium and reserves. The enlarged volumes are driven by the business growth, the loss
expenditure and associated higher reserves as well as stronger foreign currencies.

The business expansion in the areas of longevity and morbidity risks as well as the appreciation of
foreign currencies lead to an increase in underwriting risks in Life & Health reinsurance.

The increase in the market risk reflects first and foremost the larger volume due to higher market
values and new investments in the areas of private equity and real estate. The increased volumes
of fixed-income securities as a result of positive operating cash flows are a further factor.

A higher volume of recoverables from retrocessionaires was the main driver for the increase in
counterparty default risks.

The increase in operational risk can be attributed to an increase in those scenarios which are
driven by the overall business volume and thus increase as business grows.

The risk monitoring and control mechanisms are presented in Section C.

Hannover Re Group | Solvency and Financial Condition Report



hannover re’

In respect of the Covid-19 pandemic, the Crisis Management Team set up in 2020 continued to
manage response to Covid-19 and related measures in 2021. Business travel remained
constrained. Working from home — which applied to large parts of the workforce — went smoothly, in
part thanks to the use of videoconferencing and extensively digitalised business processes.
Consequently, in 2021 we once again did not identify any material impacts of the Covid-19
pandemic on our operations.

We continue to evaluate our financial strength and profitability on a regular basis using stress tests
and sensitivity analyses and will take measures as needed to reduce risks or strengthen our equity
resources. In this regard, the largest reserves on the reinsurance side were for coverage of
business interruption, excess mortality, credit insurance and event cancellations. With the
pandemic still ongoing, any forecasts are still subject to considerable uncertainty.

In line with regulatory requirements, this report has a focus on the financial year 2021.
Developments since year-end 2021 include the Russian invasion on the territory of Ukraine starting
in February 2022. The impact of this war and its consequences cannot be assessed at the present
in full detail. Major geopolitical shifts are to be expected. Substantial volatilities at the financial
markets including high commodity prices have been observed. Most reinsurance treaties have
some form of coverage exclusion for losses from war. However, specialty lines provide these
covers under certain circumstance. Apart from risk of losses from these lines, increasing inflation
and cyber activities pose additional risks. Investments are affected by the developments at the
financial markets. The full scope of implications is currently not known. Hannover Re has set up a
continuous monitoring of the situation and has implemented the imposed sanctions.

D. Valuation for Solvency Purposes

For the purposes of calculating the eligible own funds, Hannover Re values the assets and liabilities
pursuant to the provisions of §§ 74 et seq. of the Insurance Supervision Act (VAG), i.e. in
accordance with Solvency Il.

The valuation for Solvency purposes is based on fair value principles (market value). Insofar as
IFRS values appropriately reflect the fair value of individual assets or liabilities, they are applied.

Technical provisions pursuant to Solvency Il differentiate significantly from the definition of
provisions pursuant to the International Financial Reporting Standards (IFRS), both in terms of
structure and in relation to the calculation rules. A comparison of IFRS and Solvency Il technical
provisions is shown as well as a comparison of current technical provisions under Solvency Il and
those calculated last year.

The Technical Provisions Life & Health include adjustments for already incurred as well as
expected future claims of the Covid-19 pandemic. Nevertheless, there is a certain risk of higher
claims in the near future and an adverse development in mortality and morbidity rates from long-
term consequences for people suffering from Covid-19.

Section D explains the details of the valuation for solvency purposes.

E. Capital Management

Hannover Re’s solvency ratio amounted to 243 % as of reporting date 31 December 2021.
Hannover Re endeavours at all times to maintain a solvency ratio of at least 180 %, and thus
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exceeds the requirements of 100 % stipulated by the supervisory authority. In addition, a threshold
value of 200% has been defined. If the Solvency Ratio falls below this threshold Hannover Re will
adopt measures aimed at either strengthening the company's own funds or reducing the risk, or
both.

The solvency ratio with and without application of the volatility adjustment is continuously monitored
and also assessed as part of planning activities and in the event of large transactions. During the
financial year 2021, the solvency ratio ranges above the threshold of 200 %. Further information on
the calculation of the solvency ratio can be found in Section E.

Own funds include subordinated (Tier 1 and 2) capital. Ancillary own funds were not in use by
Hannover Re as at 31 December 2021.

Hannover Re uses an approved full internal model for the purposes of calculating the Solvency
Capital Requirement (SCR). The individual risk categories are aligned with the risk modules of the
standard formula. The internal model is applied in a broad range of management and decision-
making processes. The future development of Solvency and Minimum Capital Requirements are
estimated at regular intervals as part of the planning process.

Section E explains the details of capital management.
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A. Business and Performance

A.1 Business
A.1.1 Business model

With a gross premium volume of more than TEUR 27,762,314, the Hannover Re Group is the third-
largest reinsurer in the world. Hannover Rick SE is a European Company, Societas Europaea (SE),
headquartered in Hannover, Germany. We transact reinsurance in our Property & Casualty and Life
& Health business groups.

The strategy pursued in both Property & Casualty and Life & Health reinsurance supports our
Group’s paramount mission, namely: “Striving for sustainable outperformance”. Our entire business
operations are geared to our goal of being the preferred business partner for our clients. It is for this
reason that our clients and their concerns form the focus of our activities.

We also generate competitive advantages to the benefit of our clients and shareholders by
conducting our reinsurance business with lower administrative expenses than our peers. In this way
we deliver above-average profitability while at the same time being able to offer our customers
reinsurance protection on competitive terms.

Furthermore, we strive for the broadest possible diversification and hence an efficient risk balance.
This is achieved by accepting reinsurance risks with generally little or no correlation in our Property
& Casualty and Life & Health business groups across all lines of business as well as by maintaining
a global presence. In conjunction with efficient capital management, this is the key to our
comparatively low cost of capital.

Guided by a clearly defined risk appetite, the Executive Board steers the company using risk
management techniques so as to be able to act on business opportunities while securing our
financial strength on a lasting basis.

In the Property & Casualty reinsurance business group we consider ourselves to be a reliable,
flexible and innovative market player that ranks among the best in any given market. Cost
leadership, effective cycle management and superlative risk management are the key elements of
our competitive positioning.

In the Life & Health reinsurance business group we are recognised — as customer surveys confirm
— as one of the top players for traditional covers and a leading provider of structured solutions. We
achieve this standing by opening up new markets for our company and by identifying trends in
order to anticipate the future needs of our customers.

Through its global presence and activities Hannover Re is directly or via affiliates affected by
various foreign fiscal and regulatory developments.

A.1.2 Headquarters, supervisors and auditors

Hannover Rick — as the parent company of the Hannover Re Group — is a European stock
corporation, Societas Europaea (SE), with its headquarters located in Karl-Wiechert-Allee 50,
30625 Hannover, Germany, and has been entered in the Commercial Register of the District Court
of Hannover under the number HR Hannover B 6778. A rounded 50.2 % of Hannover Riick SE

10
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shares are held by Talanx AG, Hannover, which in turn is majority-owned — with an interest of 79.0 %
— by HDI Haftpflichtverband der Deutschen Industrie V.a.G. (HDI), Hannover.

Shareholders, subsidiaries and branches

Free float ————————— S — Talanx AGY
= hannover re —== ‘

64.8%
>170 subsidiaries
B German e
primary insurers e+s riick branchirep.
35.1% offices worldwide
Domestic business International business

3 Shareholder
£33 Subsidiaries, branches

Hannover Re as well as Talanx and HDI are subject to the Federal Financial Supervisory Authority
(BaFin).

Address of Federal Financial Supervisory Authority (BaFin)

Graurheindorfer Strafte 108
53117 Bonn
Germany

alternatively:
Postbox 1253
53002 Bonn
Germany

Contact details of Federal Financial Supervisory Authority (BaFin)

Phone +049 22 8 / 41 08-0
Fax +049 22 8 / 41 08-15 50

E-mail poststelle@bafin.de or De-Mail poststelle@bafin.de-mail.de

The Group auditor appointed for Hannover Re within the meaning of Section 318 of the German
Commercial Code (hereafter referred to as HGB) is PricewaterhouseCoopers GmbH,
Wirtschaftspriifungsgesellschaft, Fuhrberger Strafde 5, 30625 Hannover.

11
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A.1.3 Group structure

The company’s network consists of more than 170 subsidiaries, affiliates, branches and
representative offices worldwide with 3,346 staff.

Subsidiaries and branches of Hannover Riick SE are presented in the following charts.

Subsidiaries of Hannover Riick SE

Hannover Riick SE *

5%
Hannover Re
Takaful (Bahrain) B.S.C. (c)
Manama/Bahrain

Hannover Re Hannover Re Hannover Argenta Holdings Limited
(Ireland) DAC Holdings (UK) Limited Africa Limited London/UK
Dublin/Ireland London/UK Johannesburg/South Africa

Hannover Life Re Hannover Re Hannover Re South Africa Hannover Finance

of Australasia Ltd.
Sydney/Australia

E+S Rilckversicherung AG

64.79%

Hannover/Germany

L

Hannover Riick Beteiligun:
Verwaltungs-GmbH

Hannover/Germany

Hannover Reinsurance Group

Africa (Pty) Ltd.
Johannesburg/South Africa

Hannover Finance (UK) Ltd.
London/UK

(Bermuda) Ltd.
Hamilton/Bermuda

Hannover Finance, Inc.

Limited
Johannesburg/South Africa

Compass Insurance
Company Limited

(Luxembourg) S.A.
Luxembourg/Luxembourg

FUNIS GmbH & Co. KG

Hannover/Germany Wilmington, Delaware/USA Johannesburg/South Africa Hannover/Germany
l
Hannover Life Reassurance Hannover Life Reassurance
Company of America Company of America (Bermuda)
Orlando/USA Hamilton/Bermuda
* Unless otherwise stated, the shareholding is 100%
Branches of Hannover Riick
Hannover Riick SE
Hannover/Germany
Hannover Riick SE Hannover Riick SE Hannover Riick SE
Tyskland Filial Canadian Branch Hong Kong Branch
Stockholm/Sweden Toronto/Canada Hong Kang/China
Hannover Riick SE Hannover Rueck SE Hannover Rueck SE
Succursale Frangaise Australian Branch Bahrain Branch
Paris/France Sydney/Australia Manama/Bahrain

Hannover Re UK Hannover Riick SE Hannover Riick SE
Life Branch India Branch Shanghai Branch
London/UK Mumbai/india Shanghai/China

Hannover Rueck SE
L Malaysian Branch

Kuala Lumpur/Malaysia

Hannover Riick SE
Korea Branch —1

Seoul/Karea

During 2021, Hannover Re has sold its minority shareholdings in HDI Global Specialty SE.

12
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A.2 Performance

As the third-largest reinsurer in the world, Hannover Re has a far-reaching international network
and extensive underwriting expertise. On this basis, we are able to offer our customers traditional,
tailor-made and innovative reinsurance solutions and we work with them to open up new business
opportunities. For a number of years now the global reinsurance markets have been fiercely
competitive and overshadowed by rising costs from natural catastrophes. Above and beyond this,
the low interest rate environment, higher inflation and the Covid-19 pandemic present further
challenges for the industry. In the 2021 financial year we had to deal with, among other things,
pandemic-related expenditures in life and health reinsurance and catastrophe losses in property
and casualty reinsurance. Once again, we demonstrated our robust risk-carrying capacity and
profitability. All in all, the business development was pleasing.

The operating profit (EBIT) improved sharply by 42.9 % to EUR 1,734.8 million (EUR 1,214.1
million). Group net income was up by 39.4 % at EUR 1,231.3 million (EUR 883.1 million). We thus
achieved our Group earnings guidance of EUR 1.15 billion to EUR 1.25 billion. Earnings per share
stood at EUR 10.21 (EUR 7.32).

Gross premium in the Property & Casualty reinsurance business group grew by 16.3 % at constant
exchange rates, comfortably beating our guidance of around 5 %. The main factors here were the
favourable market climate and improved prices. On the other hand, no pandemic-related losses
were recorded for our account overall beyond the reserves set aside in 2020. Nevertheless, the
burden of large losses surpassed our budgeted expectation of EUR 1.1 billion. This was due
primarily to substantial losses from natural catastrophes in the third quarter. The combined ratio in
property and casualty reinsurance improved in the financial year just ended to 97.7 % (previous
year: 101.6 %). Due to the considerable major loss expenditure and on account of the protracted
low interest rate environment, the sustained improvement in prices and conditions for reinsurance
protection in property and casualty business continued, although at the same time retrocession
covers saw a moderate price increase as the year progressed. Thanks to its comparatively low
administrative expenses and cost of capital as well as its above-average financial strength,
Hannover Re has been and remains able to successfully assert itself in the market. Based on our
positioning as one of the largest and most robustly capitalised reinsurers in the world, we enjoy
sustained very good access to profitable business.

In our Life & Health reinsurance business group we were able to grow the gross premiums
considerably more strongly than our anticipated guidance of at least 3 % with an increase of 5.5 %
adjusted for exchange-rate effects. The result was, however, impacted by the effects of the
pandemic in the financial year just ended. Altogether, the expenditures incurred here amounted to
EUR 582.0 million. The bulk of them stemmed from illnesses and deaths in the United States, our
largest single market, and South Africa. The pandemic-related losses were opposed by positive
one-time income of EUR 131.7 from a restructuring measure in the US mortality book as well as a
positive special effect of EUR 121.9 million in business with longevity covers. The pandemic-related
strains for the entire insurance industry further boosted what had already been generally strong
demand for reinsurance covers — including for example in financial solutions business, where we
offer our customers individual reinsurance solutions designed to improve their solvency, liquidity
and capital position.

The investment income generated by Hannover Re performed significantly better than expected —
with income from assets under own management rising by 14.4 % to EUR 1,674.8 million
(EUR 1,463.7 million) — and thus played an important part in the overall result for the year under
review. Earnings benefited from, among other things, strong income from our portfolio of inflation-
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linked bonds and from alternative investments such as private equity funds. The return on
investment stood at 3.2 % and thus very clearly beat our target of more than 2.4 %, which we had
revised upwards.

Other income contracted by 38.6 % to EUR 271.2 million (EUR 441.4 million). This was due to a
decline in the balance of exchange gains and losses to EUR -77.5 million (EUR 149.1 million). This
effect was, however, partially opposed by stronger income of EUR 386.7 million (EUR 342.4 million)
from treaties recognised according to the deposit accounting method.

In addition, the following table shows the performance targets for the business years 2021 and the
attained results.

Business group Key data Targets for 2021 m

Return on equity’ 900 bps above

risk-free 10.8%
Solvency ratio?? = 200% 243.1%
Property & Casualty reinsurance Gross premium growth 2 5%* 16.3%
EBIT growth > 5%5 83.7%
Combined ratio < 96% 97.7%
XRoCAZ8 22% 11.9%
Life & Health reinsurance Gross premium growth > 3%* 5.5%
EBIT growth > 5%5 -43,2%
Value of New Business
(VNB)?7 = EUR 250 million EUR 326 million
XRoCAZ6 22% -11.3%

1 Restated pursuant to IAS 8

2 This information has not been audited by the independent auditor

3 According to our internal capital model and Solvency |l requirements

4 Average annual growth at constant exchange rates

5 Average annual growth

6 Excess return (one-year economic profit in excess of the cost of capital) on allocated economic capital
7 Based on Solvency I principles; pre-tax reporting

For further information regarding our performance please refer to our Annual Report. You can
receive the Annual Report via download from our homepage (https://annual-report.hannover-
re.com/).
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B. System of Governance

B.1 General Information on the System of Governance

The Hannover Re Group has an effective system of governance in place, which provides for sound
and prudent management. The main elements of the System of Governance are described in the
following sections.

B.1.1 Governance structure

B.1.1.1 Our administrative, management or supervisory body

Our administrative, management or supervisory body consists of the Executive Board and the
Supervisory Board.

The Executive Board consists of no less than two persons. Furthermore, it is up to the Supervisory
Board to determine the number of members of the Executive Board. The members of the Executive
Board are appointed by the Supervisory Board for a term of five years.

The following overview shows the allocation of the areas of responsibility to the members of the
Executive Board as of 31 December 2021.

Members of the Executive Board

Jean-Jacques

Henchoz

Chief
Financial
Officer

Property & Casualty Reinsurance Life & Health Reinsurance

Clemens Dr. Michael . Dr. Klaus

Compliance Finance and Property & Coordination of Property & Life & Health Life & Health
Accounting Casualty Property & Casualty Reinsurance: Reinsurance:
Controlling Reinsurance: Casualty Reinsurance: Africa, Asia, North America,
Information Asia, Australia  Business Continental Australia, Latin UK, Ireland,
Innovation Technology and Group Europe America, Northern,
Management Middle East. and Africa Middle East, Eastern and
Investment and Germany, Property & Western and Central Europe
Human Collateral Switzerland, Casualty Catastrophe XL Southern
Resources Management Austria and Reinsurance: (Cat XL) Europe
Management Italy. North America. Longevity
Facility Latin America  United Structured Solutions
Internal Management and Kingdom, Reinsurance
Auditing Iberian Ireland and
Peninsula. and London Insurance-
Risk Manage- Market. Linked
ment & Run-Off Securities
Actuarial Solutions Aviation and
Marine Retrocessions
Corporate Agricultural
Development Risks Credit, Surety
and
Corporate Group Legal Political Risks
Communi- Services
cations Facultative
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The four (Solvency Il) key functions are allocated to the Chairman of the Executive Board. For
further information on key functions (Solvency Il) please refer to the following sections of chapter B.

The Supervisory Board shall consist of nine members appointed by the AGM. Of these nine
members, three shall be appointed on recommendation by the employees. The AGM is bound by
these recommendations for the appointment of the employees’ representatives. Apart from those,
the AGM can freely propose candidates.

Every member of the Supervisory Board can resign from his membership by adhering to a notice
period of one month, without any obligation to specify an important reason, by written notice to the
Company, represented by the Management Board and the Chairman of the Supervisory Board (if
notice is given by the Chairman himself, to his deputy). The Chairman of the Supervisory Board
may choose to forgo adherence to this notice period.

The appointment for a successor of a member who has resigned prior to termination of his term
shall be for the remaining term of the resigned member.

As of 31 December the Supervisory Board consists of the following members:
Members of the Supervisory Board and membership in committees

Members of the Standing Finance and Audit Nomination Staff
Supervisory Board Committee Committee Committee representative
X X X

Torsten Leue,
Chairman

Herbert K. Haas,
Deputy Chairman

X X X

Natalie Bani Ardalan X
Frauke Heitmiiller X
llka Hundeshagen X
Dr. Ursula Lipowski X

Dr. Michael Olimann

Dr. Andrea Pollak X

Dr. Erhard Schipporeit X

The Supervisory Board may form committees from among its members and authorise them to pass
resolutions, to the extent permitted by law.

The Supervisory Board received an analysis of the 2020 results in Property & Casualty and Life &
Health reinsurance as well as a presentation from the Executive Board covering the profit
expectations for the 2021 financial year and the operational planning for the 2022 financial year. In
addition, the Chairman of the Supervisory Board was constantly kept informed by the Chairman of
the Executive Board of major developments and impending decisions as well as of the company’s
risk situation. In summary, the Supervisory Board was involved in decisions taken by the Executive
Board and assured itself of the lawfulness, regularity and efficiency of the company’s management
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as required by our statutory responsibilities and those placed upon us by the company’s Articles of
Association.

No audit measures pursuant to § 111 Para. 2 Sentence 1 Stock Corporation Act (AktG) were
required in the 2021 financial year.

There were no changes in the composition of the Supervisory Board or its committees in the year
under review. The term of office of the company’s Supervisory Board ends pursuant to § 10 (3) of
the Articles of Association of Hannover Re at the end of the General Meeting that ratifies the acts of
management for the 2023 financial year.

Nor were any changes made to the composition of the Executive Board in the year under review.
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B.1.1.2 Key functions

The following graph provides an overview of the main tasks and the interaction of the key functions:

Supervisory Board
Advising and supervising the Executive Board in its management of the company,
inter alia with respect to risk management

Executive Board
Overall responsibility for Group-wide risk management and definition of the risk strategy

¢

Risk Committee

Supervisory and
coordinating body for
the risk management

function

Risk
Management
Function
Risk monitoring
across the Group
as a whole and the
business groups of
all material risks
from the company
perspective

supported by risk
management
functions at
subsidiaries and
branches

2" |ine of defence

v

Actuarial
Committee

Supervisory and
coordinating body
for the actuarial
function

Actuarial
Function
Ensures adequacy
of the methods used
and underlying
models in relation
to calculation of the
technical provisions

supported by
actuarial
functions at
subsidiaries and
branches

18t line of defence

Compliance
Committee

Supervisory and
coordinating body
for the compliance

function

Compliance
Function
Monitoring of
areas where
misconduct
can result
in civil actions or
criminal /
administrative
proceedings

supported by
compliance
functions at
subsidiaries and
branches

Risk steering and original risk responsibility for risk identification

and assessment on the divisional and company level

*

3 line of defence ~ ——

v

Internal Audit
Function

Process-
independent
and Group-wide
monitoring
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Hannover Re Group has set up group-wide risk management functions and bodies to safeguard an
efficient risk management system. The organisation and interplay of the individual functions in risk
management are crucial to our internal risk steering and control systems. The central risk
management functions are closely interlinked in our system, and the roles, tasks and reporting
channels are clearly defined in terms of the so-called “3 lines of defence” model. The first line of
defence consists of risk steering and the original risk responsibility on the divisional or company
level. Risk management ensures the second line of defence, i.e. the risk monitoring. It is supported
in this regard by the actuarial function and the compliance function. The third line of defence is the
process-independent monitoring performed by the internal audit function.

All key functions are equipped with appropriate resources and skills. The reporting lines to one
another and to the Board Member responsible for the division respectively to the Executive Board
have been clearly defined.

B.1.2 Remuneration policy
B.1.2.1 Remuneration of the Executive Board

The amount and structure of the remuneration of the Executive Board are geared to the size and
activities of the company, its economic and financial position, its success and future prospects as
well as the customariness of the remuneration, making reference to the benchmark environment
(horizontal) and the remuneration structure otherwise applicable at the company (vertical). The
remuneration is also guided by the tasks of the specific member of the Executive Board, his or her
individual performance and the performance of the full Executive Board.

With an eye to these objectives, the remuneration system has two components: fixed salary / non-
cash compensation and variable remuneration. The variable remuneration is designed to take
account of both positive and negative developments. Overall, the remuneration is to be measured
in such a way that it reflects the company’s sustainable development and is fair and competitive by
market standards. In the event of 100 % goal attainment, the remuneration model provides for a
split composed of roughly 40 % fixed remuneration and roughly 60 % variable remuneration.

The profit- and performance-based remuneration (variable remuneration) is contingent on certain
defined results and the attainment of certain set targets. The set targets vary according to the
function of the Board member in question. The variable remuneration consists of a profit bonus and
a performance bonus. The variable remuneration is defined at the Supervisory Board meeting that
approves the consolidated financial statement for the financial year just ended.

The total remuneration received by the Executive Board of Hannover Re Group on the basis of its
work for Hannover Ruck SE and the companies belonging to the Group amounts to TEUR 9,502.

B.1.2.2 Remuneration of the Supervisory Board

The remuneration of the Supervisory Board is determined by the Annual General Meeting of
Hannover Rick SE and regulated by the Statute of Hannover Riick SE.

The total remuneration received by the Supervisory Board of Hannover Rick SE amounts to
TEUR 1,137.
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B.1.2.3 Remuneration of staff and senior executives

The remuneration scheme for senior executives below the Executive Board (management levels 2
and 3) and for key function holders in Germany belonging as a matter of principle to the ranks of
senior executives consists of a fixed annual salary and a system of variable remuneration. This is
comprised of a short-term variable remuneration component, the annual cash bonus, and a long-
term share-based remuneration component, the Share Award Plan.

Members of staff on the levels of Chief Manager, Senior Manager and Manager are also able to
participate in a variable remuneration system through the Group Performance Bonus (GPB).

B.1.3 Related party transactions

Talanx AG holds an unchanged majority interest of 50.22% in Hannover Rick SE. For its part, HDI
Haftpflichtverband der Deutschen Industrie Versicherungsverein auf Gegenseitigkeit (HDI),
Hannover, holds a stake of 79.0% in Talanx AG.

The business relationship between Hannover Riick SE and its subsidiary E+S Ruckversicherung
AG is based on a cooperation agreement. A retrocession by Hannover Rick SE to E+S
Ruckversicherung AG exists in property and casualty reinsurance. E+S Rlckversicherung AG and
Hannover Rick SE bear exclusive responsibility for German business and for international markets
respectively.

The members of the governing bodies did not receive any advances or loans in the year under
review. Nor were there any other material reportable circumstances or contractual relationships as
defined by IAS 24 between companies of the Hannover Rick and the members of the governing
bodies or their related parties in the year under review.

B.2 Fit and Proper Requirements
B.2.1 Requirements

A framework directive pertaining to the fulfilment of the Fit & Proper requirements in the
Hannover Re Group was established by the Executive Board.

B.2.2 Description of requirements

The professional qualification (fithess) of individuals with key functions refers to a professional
qualification suitable for the respective position as well as skills and experience, which are
necessary for a robust and cautious management approach, and for the fulfilment of the position.
The appropriateness is assessed according to the principle of proportionality, and takes into
account the company-individual risks along with the type and scope of business operations.
Specialist fitness requirements stemming from established supervisory practices are to be complied
with by those individuals who actually head up the company, and the members of the Supervisory
Board. Collective “fitness” requirements have been established for mutual controlling and
monitoring. The requirements placed on the professional qualification of those holding key functions
are closely linked with the special features of the respective governance tasks.
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Individuals with key functions must, as part of personal reliability (propriety), act responsibly and
with integrity, and carry out activities both dutifully and with the necessary level of care. Conflicts of
interest must be avoided and the individual must not have demonstrated a lack of responsibility in
the form of criminal actions prior to their nomination / appointment. There is no requirement for
personal reliability to be positively established. It will be assumed, whenever there are no
observable facts indicating the contrary. Unreliability is only to be assumed if personal
circumstances according to general life experience give reason to believe that this could undermine
the thorough and proper exercising of the function.

For Hannover Re, the circle of individuals entrusted with key tasks consists of persons who

e actually head up the company (Executive Board members) including the authorised
representatives of an EU / EEA branch,

¢ hold other key functions (members of the Supervisory Board, owners of one of the key
functions including compliance, internal audit, risk management, actuarial function).

With regard to their various roles, these individuals are required to provide evidence of their
professional qualifications in different areas as follows:

Educational background

Practical knowledge

Management experience

Language skills

Required specialist knowledge in relation to the relevant key function
Collective requirements

The required specific knowledge for owners of one of the key functions including compliance,
internal audit, risk management, and actuarial mathematics is included in the referred role
description.

In the event that key functions are outsourced, general requirements for this are defined within a
group policy. The onus remains on the side of the outsourcing company to ensure that the
individuals deployed by the service provider who are responsible for the key function have suitable
professional qualifications and are personally reliable. In accordance with supervisory regulations,
the outsourcing company has to appoint an outsourcing officer for this purpose, who, where
appropriate, is subject to registration with the regulatory body accordingly as the person
responsible for the relevant key function within the company. The overseeing outsourcing official is
hereby responsible for the proper fulfilment of the duties associated with the outsourcing of the key
function.

B.2.3 Evaluation process

The requirements and reporting processes with respect to the supervisory authority correspond to
the current standard processes based on the BaFin information sheets on professional competence
and reliability.

Pursuant to the framework directive on the fulfilment of the Fit & Proper requirements, at the
preliminary stage of recruiting new members of staff who will actually head up the company or hold
other key roles, a detailed curriculum vitae will be submitted and a requirements profile set, which
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detail and describe the necessary qualifications. The framework directive pertaining to the fulfiiment
of Fit & Proper requirements contains a checklist in the attachment, which is to be used in the
assessment of the Fit & Proper requirements of these individuals. The requirements profile contains
evidence of the following minimum requirements:

Description of the position with key functions:

o Performance catalogue (job description)
e Authority to make decisions
e Level of staff responsibility

Professional qualification (general):

Level of education (commercial or vocational training)

University degree or professional standard (such as, for example, for auditors or actuaries)
Knowledge and understanding of business strategy

Knowledge of the system of governance

Foreign language skills, minimum of English language and other foreign languages where
possible

Professional qualification (depending on the particular position):

Industry experience

Knowledge and understanding of the business model

Ability to interpret accounting and actuarial data

Knowledge and understanding of the regulatory frameworks affecting the company
Expertise in personnel management, staff selection, succession planning

The professional and personal requirements for members of the Supervisory Board are comprised
in a guideline document.

The procedure for assessing the transfer of tasks stipulates that, at the preliminary stage of
recruiting new members of staff, a detailed curriculum vitae must be submitted and a requirements
profile must be set, which contains the verification of predefined minimum requirements. The
continual safeguarding of compliance with the relevant requirements is undertaken every five years
in the form of an assessment of the requirements profile, undertaken by the responsible
organisational unit.

As part of the event-driven assessment, any significant changes in the underlying parameters
trigger an assessment of the compliance with the catalogue of requirements. This involves a
differentiation of the characteristics deemed necessary in the person and in the position.

The assessment and control procedures are summarised in an overview, which contains the
assessment cycle of the requirements profile and the responsibility for the assessment and duty to
inform held by those individuals who actually head up the company, and those individuals who
have other key functions.
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B.3 Risk Management System including the Own Risk and Solvency
Assessment

B.3.1 Strategy implementation

In the year under review, Hannover Re’s Group strategy “Striving for sustainable outperformance”
was adopted for the 2021-2023 strategy cycle. Our strategy is based on the interplay between solid
fundamentals, performance drivers and performance enablers. Robust governance and strong risk
management, integrated compliance and corporate social responsibility establish the foundation for
our business operations.

The risk strategy, the risk register and the system of limits and thresholds — as integral components
of our Risk and Capital Management Guideline — are reviewed at least once a year. In this way we
ensure that our risk management system is kept up-to-date.

We manage our total enterprise risk such that we can expect to generate positive IFRS Group net
income with a probability of 90% p.a. Our solvency ratio is subject to a limit of 180% and a
threshold of 200%. Countermeasures would be triggered if the solvency ratio were to fall below this
threshold. These indicators are monitored using our internal capital model and the Executive Board
is informed quarterly about adherence to these key parameters as part of regular reporting. The
necessary equity resources are determined according to the requirements of our economic capital
model, regulatory parameters, the expectations of rating agencies with respect to our target rating
and the expectations of our clients. We maintain a capital cushion in order to be able to act on new
business opportunities.

B.3.2 Risk capital

In the interests of our shareholders, clients and employees we strive to ensure that our risks remain
commensurate with our capital resources. Our quantitative risk management provides a uniform
framework for the evaluation and steering of all risks affecting the company as well as of our capital
position. In this context, the internal capital model is our central tool. The internal capital model of
the Hannover Re Group is a stochastic enterprise model. It covers all subsidiaries and business
groups of the Hannover Re Group. The central variable in risk and enterprise management is the
economic capital, which is calculated according to market-consistent measurement principles and
also constitutes the basis for calculating the own funds under Solvency Il.

Hannover Re calculates the required risk capital as the Value at Risk (VaR) of the change of
economic capital over a period of one year with a confidence level of 99.5%, in accordance with
Solvency Il. Independently from the regulatory reporting requirements, Hannover Re calculates the
regulatory capital requirements with a full internal model. This leads to according capital
requirements for market risks, underwriting risks, counterparty default risks and operational risks.

We hold additional capital to meet the requirements of the rating agencies for our target rating and
to be able to act flexibly on business opportunities. We strive for a rating from the rating agencies
most relevant to our industry that facilitates and secures our access to all reinsurance business
worldwide. Hannover Re is analysed by the rating agencies Standard & Poor’s and A.M. Best as
part of an interactive rating process. The current financial strength is assessed as “AA-" (Very
Strong, stable outlook) by Standard & Poor’s and “A+” (Superior, stable outlook) by A.M. Best. In
the rating process, S&P as well as A.M. Best evaluate Hannover Re’s risk management as an
important aspect in the financial strength assessment.
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B.3.3 Internal model governance
An overview of risk management’s organisational structure is provided in Section B.1 above.

The risk management function is steered by the Risk Committee and the Chief Risk Officer.

The scope of decision-making for the Risk Committee lies within the boundaries of risk appetite set
by the Executive Board. Tasks include quality assurance of the ORSA process and monitoring of
the implementation of risk-related measures. The Risk Committee also receives the model change
reports according to the model change policy.

The Chief Risk Officer is the head of the risk monitoring function and member of the Risk
Committee. The Chief Risk Officer coordinates the ORSA process and ensures the framework
conditions of an effective risk management system. The CRO reports to the Chief Executive Officer
and heads the division Group Risk Management.

B.3.4 Organisation of risk management and the tasks of the risk management function
An overview of risk management’s organisational structure is provided in Section B.1 above.

The risk management function consists of three primary components: the Risk Committee, the
Chief Risk Officer and the risk monitoring function.

The tasks of the Risk Committee — the body charged with the monitoring and coordination of risk
management — are derived from the Rules of Procedure regarding the Risk Committee. The scope
of decision-making for the Risk Committee lies within the boundaries of risk appetite set by the
Executive Board. Changes, and any instances of increase in risk appetite, require the approval of
the Executive Board. Further tasks include quality assurance of the ORSA process and monitoring
of the implementation of risk-related measures. The Risk Committee also receives the model
change reports according to the model change policy.

The Chief Risk Officer is also the head of the risk monitoring function and member of the Risk
Committee. The Chief Risk Officer coordinates the ORSA process and ensures the framework
conditions of an effective risk management system.

The risk monitoring function coordinates and bears responsibility for comprehensive monitoring
(systematic identification, evaluation, monitoring and reporting) of all significant asset- and liability-
related risks and the regular execution of the ORSA process (cf. section B.3.7). Furthermore, the
risk monitoring function develops methods, standards and processes for the assessment and
monitoring of risk.
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The risk monitoring function fulfils its tasks objectively and independently for Hannover Re. There
has been a change in the risk management system during the reporting period in respect of
creation of a Reputational and Sustainability Risk Framework, due to the rising importance of topics
related to and risks from sustainability.

B.3.5 Key elements of our risk management system

Our risk strategy and our Risk and Capital Management Guideline including the system of limits
and thresholds for material risks of the Hannover Re Group describe the central elements of our
risk management system. This is subject to a constant cycle of planning, action, control and
improvement. Systematic risk identification, analysis, measurement, steering and monitoring as
well as risk reporting are especially crucial to the effectiveness of the system as a whole.

This guideline describes, among other things, the major tasks, rights and responsibilities, the
framework conditions and the risk control process. The rules, which are derived from the corporate
strategy and the risk strategy, additionally take account of the regulatory requirements for risk
management as well as international standards and developments relating to appropriate
enterprise risk management. Group-wide risk communication and an open risk culture are
important to our risk management. Regular global meetings attended by the actuarial units and risk
management functions serve as a major anchor point for strategic considerations in relation to risk
communication. Beyond that, the requirements by the risk management are stated in guidelines
and policies, which are communicated Group-wide.

A key source of information for monitoring risks is the risk identification carried out on a periodic
basis. All identified risks are documented in a central register containing all material risks. Risk
identification takes the form of, among other things, structured assessments, interviews or scenario
analyses. External insights such as recognised industry know-how from relevant bodies or working
groups are incorporated into the process. Risk identification is important for ensuring that our risk
management consistently remains up-to-date.

In principle, every risk that is identified and considered material is assessed quantitatively. Only risk
types for which quantitative risk measurement is currently impossible or difficult are assessed
qualitatively (e.g. strategic, reputational or emerging risks). Qualitative assessment can take the
form of, for example, expert evaluations. Quantitative assessment of material risks and the overall
risk position is performed using the Hannover Re risk model. The model makes allowance for risk
concentration and risk diversification.

The steering of all material risks is the task of the operational business units on the divisional and
company level. In this context, the identified and analysed risks are either consciously accepted,
avoided or minimised. The risk / reward ratio is factored into the division’s decision. Risk steering is
assisted by the parameters of the central and local underwriting guidelines and by defined limits
and thresholds.
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The monitoring of all identified material risks is a core task of Group Risk Management. This
includes, inter alia, monitoring execution of the risk strategy as well as adherence to the defined
limits and thresholds and to risk-related methods and processes. A further major task of risk
monitoring is the ascertainment of whether risk steering measures were carried out and whether
the planned effect of the measures is sufficient.

Risk management is firmly integrated into our operational processes. It is assisted by transparent
risk communication and the open handling of risks as part of our risk culture. Risk communication
takes the form, for example, of internal and external risk reports, in the context of committee and
project work, through information on current risk complexes in the intranet and training
opportunities for staff. The regular sharing of information between risk-steering and risk-monitoring
units is also fundamental to the proper functioning of risk management.

Our risk reporting provides systematic and timely information about all material risks and their
potential implications. The central risk reporting system consists primarily of regular risk reports, e.g.
on the overall risk situation, adherence to the parameters defined in the risk strategy or on the
capacity utilization of natural catastrophe scenarios. Complementary to the regular risk reporting,
immediate internal reporting on material risks that emerge at short notice takes place as necessary.

Irrespective of internally assigned competencies, the Executive Board is responsible for the orderly
organisation of the company’s business. This also encompasses monitoring of the internal risk
steering and control system. Furthermore, the Executive Board is the owner of the economic capital
model and is responsible for the approval of major model changes. Process-independent
monitoring and quality assurance of risk management is carried out by the internal audit function
and external instances (regulators, independent auditors and rating agencies). Most notably, the
independent auditors review the trigger mechanism and the internal monitoring system. The entire
system is rounded off with process-integrated procedures and rules, such as those of the internal
control system.

B.3.6 Risk landscape

In the context of its business operations, the Hannover Re Group enters into a broad variety of risks.
These risks are deliberately accepted, steered and monitored in order to be able to act on the
associated opportunities. The parameters and decisions of the Executive Board with respect to the
risk appetite of the Hannover Re Group, which are based on the calculations of risk-bearing
capacity, are fundamental to the acceptance of risks. Through our business operations on all
continents and the diversification between our Property & Casualty and Life & Health reinsurance
business groups we are able to effectively allocate our capital in light of opportunity and risk
considerations and generate a higher-than-average return on equity. Along with our principal
business operations as a reinsurer of property & casualty and life & health business, we also
transact primary insurance in selected niche markets as a complement to our core reinsurance
business. Crucial importance attaches to our risk management in order to ensure that, among other
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things, risks to the reinsurance portfolio remain calculable and also exceptional major losses do not
have an unduly adverse impact on the result.

The risk landscape of Hannover Re encompasses:

e Underwriting risks in property & casualty and life & health reinsurance which originate from
our business activities and manifest themselves inter alia in fluctuations in loss estimates as
well as in unexpected catastrophes and changes in biometric factors such as mortality,

o Market risks which arise in connection with our investments and also as a consequence of
the valuation of sometimes long-term payment obligations associated with the technical
account,

o Counterparty default risks resulting from our diverse business relationships and payment
obligations inter alia with clients, retrocessionaires and banks,

e Operational risks which may derive, for example, from deficient processes or systems as
well as

o Reputational and sustainability, liquidity, strategic and emerging risks.

B.3.7 Own Risk and Solvency Assessment (ORSA)

The ORSA cycle mirrors our circuit of planning, action, monitoring und enhancement, and
comprises the elements listed in Section B.3.5.

The ORSA report is prepared on an annual basis and summarizes the results of the last ORSA
cycle. Here, the internal model is used — especially for the calculation of solvency requirements in
comparison to the allocated risk capital. The interplay between risk and capital management is
highlighted here. Finally, it explains the inclusion of the Executive Board into the ORSA process
and its use as one of the controlling instruments at the company’s disposal.

The ORSA report is coordinated by the risk management division and is subject to both
assessment and approval by the Executive Board. In addition, the report is submitted to the
Supervisory Board and the BaFin.

The risk monitoring function produces regular reports, which show the company’s risk position.
These reports form the basis for the solvency and risk assessments described in the ORSA report.
Therein, all employees contributing to the above procedures are involved as data and information
suppliers, and consulted for quality assurance.

The Executive Board takes the ORSA results into consideration when assessing the degree of
accomplishment of defined business targets; if needed, changes in the business process take place.
This establishes a surveillance circuit for business enhancements and risk mitigation.

In the event that - because of a material change in risk profile - an ad hoc ORSA report is
necessary, Hannover Re has defined specific procedural plans and responsibilities. Hannover Re
conducted several ad-hoc analyses in 2021 as a response to the Covid-19 crisis. The analyses
included additional stress tests and sensitivities.

In addition to the internal risk reporting and the ORSA report, we generate this annual Solvency
and Financial Condition Report (SFCR) and an annual Regular Supervisory Report (RSR).
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B.4 Internal Control System
B.4.1 Elements of the Internal Control System

The internal control system (ICS) is an important subsystem that serves, among other things, to
secure and protect existing assets, prevent and reveal errors and irregularities and comply with
laws and regulations. The core elements of Hannover Re’s ICS are documented in a guideline that
establishes a common understanding of the differentiated execution of the necessary controls.

The guideline defines concepts, stipulates responsibilities and provides a guide for the description
of controls. The ICS consists of systematically structured organisational and technical measures
and controls within the enterprise. These include, among other things, the principle of dual control,
separation of functions, documentation of the controls within processes as well as technical
plausibility checks and access privileges in the IT systems.

The proper functioning of the ICS necessitates the involvement of management, executive staff and
employees on all levels. The financial reporting must satisfy international and national financial
reporting standards as well as regulatory requirements. This is safeguarded in the area of
accounting and financial reporting by processes with integrated controls which ensure the
completeness and accuracy of the annual and consolidated financial statements. A structure made
up of differentiated criteria, control points and materiality thresholds assures our ability to identify
and minimise the risk of errors in the annual and consolidated financial statements at an early stage.

B.4.2 Compliance Function

Hannover Re defines Compliance as the observance of the applicable statutory and regulatory
provisions and intra-company guidelines.

Hannover Re implemented a Compliance Management System (CMS) to ensure overall
Compliance. It is based on accepted international standards and consists of six elements:
Compliance Culture, Compliance Function, Compliance Risk, Compliance Programme, Compliance
Communication, Compliance Monitoring and Improvement.

Compliance Culture provides the basis for the adequacy and effectiveness of the CMS. The
importance of Compliance is not only reflected in the Code of Conduct (CoC), it is an explicit part in
the group strategy, which in turn further emphasises the importance of Compliance from the
management perspective (Tone from the Top).

In addition, in 2021 the Tone from the Top is further communicated during our Compliance
Campaign by publishing dedicated individual Compliance videos by the members of our Executive
Board and the Chief Compliance Officer.

Hannover Re has opted for a decentralised approach towards the implementation of the
Compliance function, i.e. the tasks of the Compliance function will not only be fulfiled by one
department, but by various departments. The Compliance function is therefore located in several
departments.
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The head of the Hannover Re’s department Group Legal Services (GLS) is the holder of the key
Compliance Function at the same time.

The Executive Board of Hannover Re has established the Compliance division within GLS for the
fulfilment of some of the tasks of the Compliance function. The Chief Compliance Officer is
authorised to appoint further members of staff from GLS for the purpose of fulfilling compliance
function tasks as necessary.

In the process of planning and organising the CMS, the particularly sensitive Compliance topics
were identified through the employment of a risk-based approach and past experiences gained
primarily by the Compliance and Internal Audit department (Group Auditing, GA). The scope is
assessed annually. The Chief Compliance Officer will propose an appropriate adjustment to the
Executive Board if a change in assessment occurs.

The key areas of Compliance as mentioned above are monitored by the Compliance function at
Hannover Re. Therefore, different departments work together in order to fulfil this function. E.g.
employment law remains the responsibility of the Human Resources department, tax law falls under
the jurisdiction of the Tax department of Hannover Re.

The handling of particularly Compliance-relevant topics by the departments, who collectively form
the Compliance function, comprises at the least the following activities:

¢ Identification and evaluation of risks, which are associated with the non-compliance of
statutory requirements (risk control)

¢ Evaluation of the possible consequences for the company's activity as a result of changes in
legal operating conditions (risk relating to changes in the law/early warning)

o Consultation with regard to compliance with the legal provisions which apply to company
activity

o Assessment of the appropriateness of implemented measures in relation to compliance with
statutory requirements (monitoring function)

The term Compliance Risk is commonly referred to as the risk of legal or regulatory sanctions due
to non-compliance with laws, regulations and regulatory requirements or due to a serious financial
loss or a loss of reputation.

The Compliance Risk assessment is based on the Compliance Risk Matrix which allows for a
systematic evaluation and assessment of individual Compliance Risks. The risk assessment is
thereby the result of the combination of probability of occurrence and impact (consequence).

Every year, the Chief Compliance Officer generates a Compliance plan for the following year. This
plan determines where the key areas of Compliance activity should be in the subsequent year. The
report takes into account all relevant areas of activity of the company and the Compliance Risk.

Hannover Re has specified its compliance policy in writing in a manual bearing the title “Group
Compliance Handbook”. This manual is regularly assessed for its topicality and, if necessary,
updated — at least once a year — and on an event-driven basis by the members of staff within the
Compliance function when new developments occur.
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The appointed Chief Compliance Officer for Hannover Re bears particular responsibility for the
monitoring of changes made to legal provisions and standards made by legislators, as well as case
law. He assesses the new developments for their relevance and communicates pertinent
innovations and changes to the respective departments and the Executive Board.

The Chief Compliance Officer advises members of the Executive Board and members of staff of
Hannover Re upon request regarding Compliance topics.

Compliance Communication comprises several aspects including reporting, training and a speak-up
culture.

The Chief Compliance Officer maintains constant contact and exchange with the further members
of the Compliance Function both in Germany and abroad.

As the holder of the Compliance Function, the Chief Compliance Officer reports directly to the
members of the Executive Board responsible for GLS and the Compliance Function within
Hannover Re. Reports are provided on relevant Compliance incidents and are completed in written,
verbal or electronic form, although verbal reports are, as a rule, subsequently backed up in writing.
Depending on the seriousness of the incident, the reporting can be performed within a regular
annual report or on an ad hoc basis.

For the preparation of the Hannover Re annual Compliance Report to be presented to the
Supervisory Board in its Finance & Audit Committee meeting the Chief Compliance Officer and the
Compliance staff assess the monitoring plan of the Home Office as well as the Compliance report
of the Local Offices. The report contains information on all Compliance-relevant topics.

The Compliance function also holds regular training sessions for members of staff, in particular with
regard to legislative reforms, announcements by the insurance supervisory authority or other
changes. In 2021, Compliance carried on the Compliance Campaign started in 2020 and scheduled
for the duration of twelve months to raise awareness for Compliance relevant topics with all staff
globally.

By way of continuous monitoring, the Chief Compliance Officer and the members of staff of the
Compliance function contribute to ensuring compliance by the executive bodies (Executive Board
and Supervisory Board) and the members of staff of Hannover Re with legal and regulatory
operating conditions.

Compliance evaluates adequacy and effectiveness of implemented measures to mitigate identified
Compliance Risks on an annual basis. The result of this evaluation did not show any indications
that single measures for prevention of non-Compliance would have failed.

B.5 Internal Audit Function

The company’s internal audit function is executed by the department of Group Auditing (GA). GA
renders independent, objective auditing services including evaluations and recommendations,
which play a key role in safeguarding the external and internal compliance of processes, the
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internal control system and other areas of the company, as well as identifying potential areas for
improvement and thereby creating added value. In addition to its auditing role, GA operates as an
internal advisor generating valuable input as part of network collaboration with other units and
functions within the company.

The Executive Board ensures that GA is not subject to instruction regarding audit planning, audit
execution, reporting and the assessment of audit results. For the purposes of safeguarding
independence, the Head of GA, who is simultaneously the key function holder for the company's
internal audit function pursuant to Sections 30 and 47 No. 1 of the Insurance Supervision Act (VAG),
reports directly to the Executive Board in all matters. Members of the internal audit staff are
exclusively employed in GA and only execute tasks which are in line with the GA internal audit
policy (“Internal Audit Charter”). This policy was released by the Executive Board and specifies the
authorities of the internal audit function.

The GA team unites people of different educational backgrounds as well as different university and
vocational degrees in order to cover the wide range of audit tasks. The employees hold a
comprehensive professional experience, gained internally (especially from underwriting) as well as
externally (in particular from external auditing and consulting). If a specific need for additional
resources or skills arises, GA can involve internal peers or external capacities.

GA supports the Executive Board in the attainment of company targets by assessing all business
areas, processes and systems within the company in a targeted, independent and objective way,
through the use of a systematic, risk-oriented approach as part of audit planning and execution,
while also contributing to the company's further development. Auditing results are reported directly
to the Executive Board. The assessment of individual findings and the overall assessment of the
audit results is undertaken exclusively by GA. The underlying classification scheme defined by GA
ensures an objectification of the estimations made.

The internal audit function reports its auditing results and recommendations to the Executive Board
continuously in the form of written audit reports, and /or immediately in the event of serious
deficiencies, as well as once a year in the form of the GA annual report. The implementation of
agreed recommendations and measures in the audits is monitored by GA up until the determined
deadlines.

B.6 Actuarial Function

Tasks and responsibilities of the Actuarial Function (AF) are defined in the AF policy which has
been approved by the Executive Board. The owner of the AF coordinates the tasks of the AF.

The tasks are conducted by the division Group Risk Management and its departments. This reflects
the common understanding of AF and Risk Management Function (RMF) that a broad exchange of
information and a competent support of each other’s function is useful to fulfil their individual tasks
in an effective and efficient way.
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The tasks of the AF are inter alia:

Coordination and validation of the calculation of the Solvency Il technical provisions (TP)

Ensure the appropriateness of the applied methods, the underlying models and assumptions

- used for the calculation of the TP for solvency as well as for accounting purposes

- used as a basis for the appropriate recognition of the inherent risks of these methods,
models and assumptions in the internal model

Evaluation of the uncertainty associated with the estimations made in the calculation of the

TP

Regular review and assessment of the underlying data in terms of sufficiency and quality

Regular comparison of best estimates against experience

Reconciliation of TP between local accounting principles and Solvency Il

External validation and quality checks by actuarial consulting companies in addition to the

internal validation of the TP

Recommendations on improving processes and models used for the calculation of the TP,

including data collection, if deficiencies have been observed, and monitoring of their

implementation

In the context of the contribution to the RMF inter alia

- Support of the internal model, especially with respect to underwriting risks including the
delivery and validation of models, data, parameters

- Monitoring of the reserve level within the scope of the system of limits and thresholds

- Analysis of large transactions and new types of business

Preparation of the AF report containing inter alia the following topics

- Tasks of the AF

- Activities of the AF in the reporting period

- Methods, results and sensitivity analyses in respect of TP

- Opinion on the underwriting policy and the retrocession policy

In addition to the annual AF report, the responsible owner of the AF reports regularly directly to the
Executive Board and to the Actuarial Committee, which is the responsible committee for the
information exchange with the AF. If necessary, the AF reports on an ad hoc basis or upon
requests. Direct reporting to Executive Board and Actuarial Committee ensure the independence of
the AF from the other key functions and the operational management.

The Actuarial Committee consists of the CEO, CFO, the Board member responsible for the risk
management coordination of worldwide Property & Casualty reinsurance, the Board member
responsible for the risk management coordination of the worldwide Life & Health reinsurance, the
head of the AF and the head of reserving for Property & Casualty reinsurance business.
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B.7 Outsourcing

Hannover Re has a guideline in place, which governs third party provisions and outsourcing.
Among others, the guideline details all requirements imposed on the outsourcing of (re-)insurance
activities and functions. Here, the entire management process is described, which consists of the
following four process steps:

Initial analysis, incl. materiality assessment and initial risk assessment and due diligence
Initial contracting, incl. notification

Continuous steering and monitoring

Renewal and termination

All relevant stakeholder groups are involved in the management process. Intra-Group outsourcings
are also integrated into the management process.

Among others, Hannover Re has currently outsourced the asset and investment management to
Ampega Asset Management GmbH, located in Cologne (Germany). This matter concerns the only
outsourcing classified as important outsourcing of the Group

B.8 Any other information

On an annual basis, the Executive Board receives an opinion from the System of Governance
Assessment Committee regarding the past financial year. This opinion presented by the committee
dated 18 February 2022 was assessed and approved by the Executive Board.

The committee is made up of the Heads of the key functions, the Head of Human Resources and
the Head of Operations Performance, and usually convenes twice a year. Guests are invited on an
event-driven basis. The basis for the assessment of the system of governance includes, among
other things, the annual reports submitted by the key functions.

Based on the assessment conducted by the committee, the Executive Board has reached the
conclusion that the system of governance of Hannover Re is appropriate considering the scope and
complexity of its business activities and the inherent risks.
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C. Risk Profile

The risk landscape is presented in Section B.3.6 and displayed in the following graph.
Risk landscape of Hannover Re
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In the context of its business operations Hannover Re Group is confronted with a broad variety of
risks. These risks are deliberately accepted, steered and monitored in order to be able to act on the
associated opportunities. The parameters and decisions of the Executive Board with respect to the
risk appetite of Hannover Re Group, which are based on the calculations of risk-bearing capacity,
are fundamental to the acceptance of risks.

At the present time our most significant individual risks are the default and spread risks within the
market risks, the reserving and catastrophe risks within the underwriting risks of property and
casualty reinsurance and the longevity risks within the underwriting risks of life and health
reinsurance.

Retrocession has a particular significance within risk appetite and risk reduction. It is used to
protect the capital of the Hannover Re Group. The process of strategic retrocession placement for
the Group, subsidiaries or branches is determined by the responsible Board member and overseen
by the Executive Board.

In the course of the mid-term planning, we monitor the business development over a time horizon
of five years. Besides the basic scenario, we also behold alternative scenarios in respect of macro-
economic developments and evolution of (re)insurance markets. This also includes different
impacts related to business growth and performance. Under the assumptions within the mid-term
business plan, the risk profile and the capitalisation of Hannover Re Group remains comfortable. It
is worthwhile to notice that the forecast of the capital requirements is based on various
assumptions for the future economic and business environment and is therefore to be handled
carefully.
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Large transactions are assessed with regards to their influence on the risk profile, capitalisation and
the defined thresholds for different risk categories. Therewith, we ensure that the risks develop in
line with our risk appetite.

New reinsurance and investment products are analysed under a dedicated process, namely the
New Products Process (NPP). In addition to analysing the risk profile, integration into all internal
processes, such as accounting and risk monitoring, is defined.

In addition to stochastic modelling, we perform stress tests, scenario and sensitivity analyses on a
regular basis. This represents a central element of our risk management. The main stress tests and
analyses have to be performed at least annually. They include analyses regarding natural
catastrophes, terror events, equity and fixed-income securities as well as real estate. Selected
scenarios and stress tests are presented in the following graph.

Sensitivities of the Solvency Il ratio YE 2020
Values in percent

0% 200%

Base I B ©35%

250-year US hurricane I B © 0%
250-year EU winter storm I . 226%
250-year US earthquake I . 21 7%
Extended power cutage I . 6%
Denial of service attack I B 22 1%
Terror attack, major city I . C0 0%

Mortality rate +5% 217%
Longevity rate +5% 225%
Lapse rate +10% 233%

Interest rates -50 bps I . 231%
Credit spreads +50 bps I . 232%
F/X rates -10% I . 230%

Additional information on individual risk categories can be found in the following sections.

C.1  Underwriting risk
C.1.1 Underwriting risk Property and Casualty

Risk management in property and casualty reinsurance has defined various overall guidelines for
efficient risk steering. These include, among other things, the use of retrocessions to reduce
volatility and conserve capital. It is also crucially important to consistently maximise the available
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risk capacities on the basis of the risk management parameters of the Hannover Re Group and to
steer the acceptance of risks systematically through the existing central and local underwriting
guidelines. Our conservative reserving level is a key factor in our risk management.

For risk management purposes we make a fundamental distinction between risks that result from
business operations of past years (reserve risk) and those stemming from activities in the current or
future years (price / premium risk). Particularly in the latter case, spec