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Report of the statutory auditor

to the General Meeting of The Toa 21st Century Reinsurance Ltd

Ziirich
Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the accompanying financial statements of The Toa 21st Century Re-
insurance Ltd, which comprise the balance sheet, income statement, cash flow statement and notes, for
the year ended 31 December 2018.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with
the requirements of Swiss law and the company’s articles of incorporation. This responsibility includes
designing, implementing and maintaining an internal control system relevant to the preparation of finan-
cial statements that are free from material misstatement, whether due to fraud or error. The Board of Di-
rectors is further responsible for selecting and applying appropriate accounting policies and making ac-
counting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We con-
ducted our audit in accordance with Swiss law and Swiss Auditing Standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the assess-
ment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers the internal control system relevant to the entity’s
preparation of the financial statements in order to design audit procedures that are appropriate in the cir-
cumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control system. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made, as well as evaluating the overall presentation of the finan-
cial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to pro-
vide a basis for our audit opinion.

Opinion
In our opinion, the financial statements for the year ended 31 December 2018 comply with Swiss law and
the company’s articles of incorporation.

PricewaterhouseCoopers AG, Birchstrasse 160, Postfach, CH-8050 Ziirich, Switzerland
Telefon: +41 58 792 44 00, Telefax: +41 58 792 44 10, www.pwc.ch

PricewaterhouseCoopers AG is a member of the global PricewaterhouseCoopers network of firms, each of which is a separate and independent legal entity.
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Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act
(AOA) and independence (article 728 CO and article 11 AOA) and that there are no circumstances incom-
patible with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that
an internal control system exists which has been designed for the preparation of financial statements ac-
cording to the instructions of the Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the
company’s articles of incorporation. We recommend that the financial statements submitted to you be ap-
proved.

PricewaterhouseCoopers AG

/?/<\ Hiann b

Philip Kirkpatrick Ireen Ranneberg

Audit expert Audit expert
Auditor in charge

Zirich, 20 March 2019

Enclosures:

¢ Financial statements (balance sheet, income statement, cash flow statement and notes)
e Proposed appropriation of the available earnings
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THE TOA 21ST CENTURY REINSURANCE COMPANY LTD

1. Balance sheet as of December 31,
{in Swiss Francs)

Notes 2018 2017
Assets
Investments 1 297,131,546 338,348,605
Fixed-income securities 297,131,546 338,348,605
Assets from derivalive financial instruments 2 45,593 1,182,268
Cash and cash equivalents 3 112,789,227 63,799,470
Fixed assets 4 56,095 0
Reinsurer's share in technicat reserves 7 o] 338,776
Provision for uneamed premiums 0 291.994
Claims outstanding & IBNR 0 46,782
Deferred acquisition cosls 5.517.682 5,872,451
Receivables from insurance business 5 19,230,999 19,518,673
Receivables from outward business 5 o] 729,068
Qther Receivables 6 4,570,704 268,516
Other Assels 1,440,313 2,175,166
Accrued interest income 1,420,353 2,175,166
Prepayments 19,960 0
Total assets 440,782,159 432,232,981
Liablilities
Technical provisions 7 131,546,970 64,006,719
Provision for unearned premiums 19,500,032 20,705,142
Claims cutstanding & IBNR 08,674,555 23,333,278
Equalisation provision 12,975,695 18,968,299
Additional unexpired risk reserve (AURR) 396,688 0
Mon-technical provisions 113,065 0
Provisions for taxation 8 113,065 0
Payables 1o insurance business 9 9,167,993 7,399,253
Cther liabilities 796,763 360,330
Other payables 332,644 2,369
Accrued expenses 464,119 357,961
Total liabilities 141,624,790 71,766,302
Shareholders” equity 10
Share capital 243,000,000 243,000,000
Legal capital reserves 2,000,000 2,000,000
Organisation Fund 2,000,600 2,000,000
Legal retained earnings 38,650,228 34,758,103
Voluntary retained earnings 15,507,141 80,708,587
Result carsied forward 74,916,462 61,247,961
Resuit for the period -59,4009,320 19,450,625
Total shareholders’ equity 299,157,369 360,466,690
Total liabllities and shareholders’ equity 440,782,159 432,232,991
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THE TOA 21ST CENTURY REINSURANCE COMPANY LTD

2. Income statement for the year ended December 31,
(in Swiss Francs)

Notes 2018 2017
Gross premiums written 37,496,759 43,914,121
Quiward premiums written -3,460 -780,730
Net premiums written 37,493,300 43,133,391
Gross change in unearned premium 1,205,110 68,867
Outward change in uneamned premium -201,994 -62,965
Net premiums earned 38,406,416 43,139,293
Total income from insurance business 38,406,416 43,139,293
Gross claims paid -16,699,486 -21,878,086
Qutward claims paid 34,948 729,068
Gross change in technical provisions 11 -68,745,361 8,435,988
Gross change in claims reserves -75,341,276 12,060,957
Change in AURR -396,688 0
Change in the equalization provision 6,992,604 3,624,969
Qutward change in technical provisions 11 -46,782 -768,537
Outward change in cfaims reserves -46,782 -768,537
Net claims incurred -85,456,681 -13,481,568
Acquisition costs -9,386,044 -10,101,931
Administrative expenses -1,429,206 -892 487
Personnel expenses 12 -1,183,072 [¢]
Net acquisition cost and administrative expenses -11,998,323 -10,994,418
Total depreciation -31,531 0
Other technicai expenses -160,884 -44,422
Other expenses from insurance business -160,884 -44,422
Total expenses from Insurance business -97,647,418 -24,520,408
investment income 13 5,847,944 13,962,569
Assels from derivative financial instruments 1,630,941 4,769,845
Other investment income 4,217,003 9,192,724
Investment expenses 14 -6,780,769 8,140,007
Liabllities from derivative finangial instruments -2,087.447 0
Other investment expenses 3,693,322 -8,140,007
Net investment result 67,175 5,822,562
Exchange gains and losses -132,627 -2,880,120
Provisions for unrealised gains 0 132,844
Other financial expenses -132,627 -2,757,276
Operating result -59,306,454 21,684,171
Result before taxes -59,306,454 21,684,171
Direct taxes -102,866 -2,223,545
Result after taxes -59,408,320 19,460,625
P— =
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Cash flow

Prafit before income/cap taxes

Depreciation and amortization

Increase {decrease} in oulstanding claims

Increase {(decrease) in underwriting reserves and equalisation reserves
Loss (gain) on marketable securities

Foreign exchange loss (gain)

Decrease (increase)} in other assets

Increase {decrease) in other liabilities

Provisions for taxation

Subtotal

Interest and dividends received
setfiled taxes

Net cash provided by {used in } operating activities

Cash flows fram investing activities

Investment in marketable securities
Praceeds from sales or redemption

Net cash provided by {used in) investing activities

Cash flows from financing Activities
Dividends paid
Met cash provided by (used in) financing activities
Effect of exchange rate change on cash and cash equivalents
Met increase in cash and cash equivalents

Cash and cash equivalents at beginning of peried

Cash and cash equivalents at end of perlod

™
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2017 2018
21,684,084 -69,306,552
-51,341 122,887
11,202,420 75,388,058
3,191,984 7,154,264
-5,195,719 4,129,924
-4,902,689 1,136,675
-5,165,300 -3,361,502
1,231,613 2,205,173
-2,223,458 10,297
-2,723,248 4,665,074
5,408,266 4,884,737
-4,360,438 0
1,675,420 9,549,812
-80,414,543 -82,957,780
83,779,161 124,297,726
3.364.618 41,339.946
-2,100,000 -1,900,000
-2,100,000 +1,900,000:
o 0
410,802 48,989,758
64,210,272 63,799,470
63,799,470 112,789,227
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THE TOA 21ST CENTURY REINSURANCE COMPANY LTD

4. Notes
{in Swiss Francs}

The Toa 21t Cantury Company Lid. (h “TTECT) was incorparated on 23 January 2002 in Chur and moved to Zurish 6n 23 Jarpary
2897 Sinze 25 Octaber 2018 the regsterad offica in ot Seelaidsliasse 5p. CH - 5008 Zunth

General

Those financiaf slatemenis were prapared sccarckng 0 the previsions on eommatesal accounting of I1he Swiss Code of ‘Obtgations {A.557.583h,
applicatie as of 1 January 2015), a5 welk 8% according 1o the prainsions of tha Swiss Ordinancs of the Supervuon of Privala Insurance Compamay,
applicatie as of 15 Decembar 2015

Key and valuath el

The mai accounting and vaiuahon pringipies usad, which are not altaady dpeafing by the Cade ol Cbligaiony, ate descnbed ne follows.

Foraign curtency ltems and fot pi

The curtensy (n whech TIFG operaten is CHE {functional currency) Transachans i olher cumrances are cofverted fnle the functionat currency al the
auchunge tale on the dale the tansacton takes place

Monotary acsete and hatalities [n othar wre e Ihe currency ot the rete a3 of the halance sheat date Any
profits or losses restlting Irom the exchange are tezorded 1A the incoma statement

Non-monatary agsels and Kabitillas are convarted lo the $usctional currency ot Ihe historical foreign exthabge rdte ol the ting of the crgnat ransaction
In £aae tha fereign axchangs rate ex of the balance shent dala i lawer 1hen Lhe higtorical forgn exch: ga rale, 4 forcign ge fog 14
e incomo statermant.

Fiéxpddncome securliios
Gemenso out of bonds and evaluated ot fower of emartized <ot of markel volus

Technical reserves
The tochrical reserves of TTFG ate cateulatadin e vitn e TYFGn reserving cotey

Daferrad commisicns

The tevlzad resening policy of TIFC oxplicity stalen thal the deferred commissans wil bo shown a8 ar assal on the balance sheat
Thie dofartad commssiona shown in the batnce shest a3 ot Decamber 31 + 2018 and 2017 ate related omly to nondlfe busnass

1 Investments

2018 07
Government Bonds 18873204 26.532 629
Cotporate Bonds 27780271 M1.B34TI6
2073546 118,348 805

Bond credtrating
(Moody's, if availatia, olherwise S2P) Figh 2047
Bendo, ratng AAA LH230 140,650,677
Bonds, raing 18 67.859.470  67642,13
Bonds, raling A BO.05L9G6  60,523527
Honds, rating BAH 25787766 40.765,248
Bengs, unratea 22020035 18717942

297,131,548 338,248 608

2 Assels from derivalive finsacial instruments

Provision for Unreskised gains FX Forward contracl Wominal valuy Market value at 31 12
open daia 17.12.2618 ELR -42,100,000 CHF 47,551,313
esxplry 10.07,2019 CHF 4¥,383,550 GHF 47,596,008 45,593

45,591

3 Cosh ond cash equivalents

2018 07
Cash and cash ¢quivatents hald in CHE F5.75%.181 42416419
Cash and cash equivatents heldin JFY 36976 913 21371282
Cash and cesh equivalonts hatd In other currancias 51123 RARATIY

12,789,22¢ 02709470
4 Flxed assots

Wit the attivation of TTFC in 2018, thy COMpany hat ite awn offica and thetefors fixad snsets. The fixed Aszets of the company consist of
furnftute, hordwara and softwara. Fumiture is deprociated #l a rata of 25% ond hatdware and saftwara al a ate of 40%. The fired 2sats wit be
dapreciated dawn 1o & valug of 2010,

$  Recel frem i busi
018 Fuktd
Dug tiom insurance hosiness 19.220,959 19,510,673
from ralaten paries 18.008 502 19,518 473
frem third pames 162 2a7 1]
Dus tram gutvard busingss. 1] Eriaet]
trom related parties 0 729068

8 Glher Recsivabies

2010 2047
Fedaialtax 1.854 153 [
State tax 255G 026 84801
Vathheldmg lax 353775 1735
Rental depoat 5950 ]
4,570 704 288518

There i3 an overpaymunt of the 2016 state lex, dua 10 the fact st TIFC 13 showing & 1095, 50 naincoma fax wil be due, and 3 prapaymant had

alrendy begn made Tha federat tax for 2017 was poid onca lo (ke lodara tax office and cace 1o the State tax atfice, leading 1o &n cvemaymant of
thase lixes as wel,

7 Technicar provislans
Relisuters sharg of

Gross tochnical reserves
Techpical 1n3orvas

Het teshnical teserves

2018 201y 2098 208 2018 0817
Unearnea promoms 19500032 20765082 o -791.8%4 19.500.032 20413348
Outstenting clams reserves 40015682 16.37E852 0 -33.857 40615 £8Y 18.344.705
IBNR ragarvan $8.058, 658 6,054.816 o -12,825 58,058 625 5941791
Equalization provisions 12.075.605 18,963.3259 ] o 12975635 19,990 245
AURR 500088 a o 1] 393683 9
Total 131,535870  04,00671¢ o -3B776 131546070 SAGIT. 844
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& Provisions for taxatian

2018 M7
Fedacal tax 9 ]
State tnx Erai] q
VAT $0 297 o
113065 o
9 Payables to insurance businoss
2018 M7
Dug 10 insutance comMPames 9187,993 7,396,253
from iotated parties 657 093 7395283
from hird pames 0 [

10  Statement cf changes in Equity
Shatecapital Orgenisalion  tegairetalned  Voluntary  Sharehelders’
Fund

cifnings retained equity
aatpings
Balante 01.01.2817 243,000,000 2,800,000 31,528,524 GO 577 840 3432105084
Apgiot. 6f phor penad resct 3229579 -3.229.578 o
Dividend payment -2 100,000 2.100.000
Result for the peticd 1D.480.625 18,480,625
Balanco 31.42.2047 243,000,000 2.000.000 34758.103 80706587 360468 650
Balance 01.04.2018 243,030,000 2,000 000 34.758,103 EQ708,587  360,469.820
Apprcp of priot penod tesut! 3832125 +3ES2 IS ¢
Deavigend paymant +1 800 000 ~1,900.00¢
Result fo1 the panad -55 403 320 -53.409 320
Balance 31.12.2013 243.000.050 2.000.000 38,853 228 15,807 141 204 157 189

nformaticn relaled to Homs on thi income stalement

41 Changes in techricaf pravisions
Relnsurers shata of

Gross technikcal pravisions wehnical provisicns Met lechnlcal provisions
ma M7 2048 087 2018 2017
Charge »n outstandig dasts (eserves -4 237028 9,157,368 +33 BET S782.30% -24 270 583 B.415,083
Changa th IBNA reserves 51,104 350 2 903565 2025 26232 511170878 2877337
Change m AURR 198688 ¢ o o <350 288 0
Change n the egualizetion provisian 8,592 604 -3,624 669 0 ] & 02604 -3.624.968
Totot 68,745,381 8,435,985 16,702 -78B.537  £B7921M 7.667.451

12 Porsonhnel expenses

With e actvaton of TIFC v 7018, Thve company has its own employees. Petsonnol Sxperses conmst of saiaties and tonus paid to nmployaes, ak
wad at expentes fof sonalnsutancas (AHY, UVG. KTG. BVG) Azcruals for parseane! expenses are moiuded i the barants sheet under "Ascrued
experses”

13 Investment income

Earnings Additions/Appreciation Aealized galng
2018 2097 w18 017 2018 27
Bends 4,128,024 5185718 -314D.730 785,315 216328 861,378
Forweid contracls o] L] 0 L) 1,630,883 7,419,735
Other inleiest 483 422 o [ 9 9
2048 017
Total lavestment Incomn 5,347,944 13, 9

The realized gains on the foreign excrange defvalive conlracts, as well 2a the rovaizal of préot yaar's Gam SovisOn, any shomwn thig yaar under
*Adaets ftom delivatve fingnera irstruments © Tha toalized Gains welo Shown in poor year undoer "CAher wvestment ncome ™

14 Invesiment expenses

Investment related cosls Reslized lossos
e 2017 W18 007
Bonds ~403 301 -370.498 -3,224.851 -7,769,509
Fonward conteacis a G -A.087.447 13
2018

Total Investment sxpenses

180.789

Tha reakzed ioases on the foreign exchangs denvalud conllacts are Shoan this yoar under "Labdlbes fam cenvalive inanoas insttumants.” Tne
zealizad loszes were show i s year undnt “Olhar investment expansas

15  Feesforaudil services

2018 2017
Externul Andt Fees 91,495 62634
Intémat Audt Faes 14,281 12312

Tetal Fees for audil services

Othar informatian

16  Fulllime cquivalents
Tha TYFC has an annual avesags of less than 10 full-ime posibond {pradows year two pait-nmo postions)

e
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THE TOA 21ST CENTURY REINSURANCE COMPANY LTD

5. Proposal of the Board of Directors'

for the appropriation of available earnings
{in Swiss Francs)

2018 2017
Movements of retained earnings
Result brought forward 74,916,462 61,247 961
Profit / Loss for the business period -59,409,320 19,460,625
Available earnings 15,507,141 80,708,587
Allocation to general legal reserve 0 -3,892,125
Dividend payment 0 -1,900,000
Retained earnings to be carried forward 15,507,141 74,916,462
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THE TOA 21ST CENTURY REINSURANCE COMPANY LTD

6. Management report

Organisation

The Toa 21st Century Reinsurance Company Lid. (TTFC) was established in 2002 in Chur, The company is a
wholly owned reinsurance subsidiary of The Toa Reinsurance Co., Ltd (Toa Re}, a professional Japanese
reinsurance company,

The objective of TTFC is to profitably carry out reinsurance of related risks of the parent company in the
frequency claim exposure layers immediately in excess of the local deductibles.

The Board of directors consists of:

Members Mr. Toshiyuki Sugawara (President)
Mr. David Ryser
Mr. Markus Mende

The Executive Management team consists of:

CEOQ Mr. Philippe Regazzoni
CFO Mr. Michal Suchan
Cuo Mr. Christian Vogel
Head of Strategy and Reinsurance Mr. Yoshimitsu Mizui
External Auditor PricewaterhouseCoopers AG, Zirich
Internal Auditor Mazars SA, Zurich
Appointed Actuary Mr. William Southwell
Compliance and Risk Management Mr. Markus Beck
Share capital CHF 243m
Domicile of the company Seefeldstrasse 5a
8008 Zurich

Average annual number of employees <10

Risk Assessment

TTFC has implemented risk management and internal control systems in accordance with the Swiss Code of
Obligations and the Insurance Supervision Law. For identified risks, which arise from the accounting and
financial reporting evaluations and procedures, a risk assessment is performed. The internal control system
defines the financial reporting relevant controt measures, which reduce the risk of misstatement. The Board of
Directors monitors the internal control system via the regular board meetings. The internal control system is kept
up to date and covers the company's needs.

TTFC agreed on new risk assessment framework during the board meeting of December 2015. The key risks
strategic risk, underwriting/reserving, investment, liquidity and concentration, compliance, financial reporting,
foreign exchange,were agreed upon and the guidelines were defined into the governance, risk and compliance
underwriting and reserving (GRC) manual.

Contracts

TTFC reinsures the property, personal accident, motor, as well as multiline insurance of Toa Re. Since 31
August 2018, TTFC is also providing reinsurance io third pariies.
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Business development / underwriting activity

TTFC presented a loss for financial year 2018, As a result of the two major Japanese typhoons in 2018, the
outstanding claims significantly increased during the year, leading to the loss position at year-end. The net
investment result of CHF 67175 (2017 CHF 5'822'562) is income deriving from the bonds investments reduced
by investment expenses. A reduction of bond interest coupled with an increase in loss on bond sales led to the
reduction for the year. Other financial expense consisted of foreign exchange loss of CHF 132'626 (2017 GHF
2'890'121). The unrealized foreign exchange summation resulted in a loss for 2018, leading to no provision for
unrealized gains in 2018 (2017 CHF 132'844),

In the financial year 2018 the solvency situation remained stable.

Extraordinary events

There have not been any extraordinary events affecting the operational business of TTFC.

In 2018 TTFC filed numerous Business Plan to FINMA: Forms B, H,J, Nand Q.

Future developments

For the financial year 2019, we expect TTFC, besides continuing to write intra-group retrocession (IGR), to
develop steady and profitable third-party business. In 2018 TTFC approved a change in strategy and began
underwriting third party business actively with focus on EMEA reinsurance business and worldwide specialties
(e.g. Engineering). The respective strategy and implementation pian have been approved by Toa Re Group and
TTFC Board of Directors in 2018 and TTFC management began implementation activities. This led to TTFC
beginning active underwriting of third-party business at the end of 2018 with main focus on the 1/1/2019
renewal. For 2018, only one third-party business was written.

7 ¥
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