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INDEPENDENT AUDITOR’S REPORT
To the shareholder of ERGO Life Insurance SE

Report on the Audit of the Financial Statements
Opinion
We have audited the accompanying financial statements of ERGO Life Insurance SE, a company registered in
accordance with the corporate law of the European Union (hereinafter the Company), which comprise the separate
statement of financial position as of 31 December 2023, separate statement of profit or loss, separate statement
of comprehensive income, separate statement of changes in equity and separate statement of cash flows for the
year then ended, and notes to the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 31 December 2023 and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted by the European Union.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs) and Regulation (EU) No
537/2014 of the European Parliament and of the Council of 16 April 2014 on specific requirements regarding
statutory audit of public-interest entities (regulation (EU) No 537/2014 of the European Parliament and of the
Council). Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report. We are independent of the Company in accordance with the
International Code of Ethics for Professional Accountants (including International Independence Standards) (IESBA
Code) together with the requirements of the Law on Audit of the financial statements of the Republic of Lithuania
that are relevant to the audit in the Republic of Lithuania, and we have fulfilled our other ethical responsibilities in
accordance with the Law on Audit of the financial statements of the Republic of Lithuania and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the
financial statements. The results of our audit procedures, including the procedures performed to address the
matters below, provide the basis for our audit opinion on the accompanying financial statements.

Key audit matters How the matter was addressed in the audit

Initial application of IFRS 17 Insurance Contracts

On 1 January 2023 ERGO Life Insurance SE adopted
IFRS 17 Insurance Contracts, which replaced IFRS 4
Insurance Contracts. The Company applied IFRS 17 to
insurance contracts issued and reinsurance contracts
held retrospectively from 1 January 2022, using the
transition approaches as outlined in Note 4 part “Effects
from the initial application of IFRS 17” to the financial
statements.

Our audit procedures included, among others,
evaluation of the appropriateness of the Company’s
accounting policies and transition requirements related
to the transition to IFRS 17 to determine whether they
comply with IFRS 17. Furthermore, we have assessed
whether assumptions and the methods used for
determining the accounting estimates are appropriate.

We involved our actuaries to assist us in performing
audit procedures in this area. Our key audit procedures
included obtaining an understanding and evaluating the
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Key audit matters How the matter was addressed in the audit

Initial application of IFRS 17 Insurance Contracts

The 2022 comparative figures as presented in these
financial statements have been restated for the
adoption of IFRS 17.

On transition to the new standard, shareholders
equity as of 1 January 2022 decreased by 7.3 million
euro, resulting from a change in insurance contract
liabilities due to methodological and valuation
approaches that IFRS 17 has introduced.

Auditing the Company’s initial application was
complex as it is related to the measurement of the
Company’s insurance contract liabilities and
determining the transition contractual service margin
(CSM), which involved evaluating methodological
decisions and assumptions used in the application as
well as assessing eligibility of the transition method
applied. Accordingly, we have identified the initial
application of IFRS 17 as a key audit matter.

design of relevant internal controls over the initial
application of IFRS 17. Furthermore, we have
performed the following specific audit procedures,
amongst others:

1. Evaluating management’s assessment of the
transition approach and methodological
decisions made, and the appropriateness of
calculations applied under the modified
retrospective application.

2. Evaluating the analysis prepared by the
Company with respect to the classification of
insurance contracts including the applicable
measurement model and assessing the
grouping of insurance contracts for
compliance with IFRS 17 requirements.

3. Testing the methodology and calculation of
the insurance contract liabilities, reinsurance
contract assets and transition CSM/loss
component through review of calculation tools
that have been used in transition exercise by
ERGO Life Insurance SE.

4. Testing of the accuracy and completeness of
data used in the calculation of the transition
balances by reconciliation to the underlying
source systems.

Finally, we assessed the adequacy of the disclosures on
the initial application of IFRS 17 in Note 4 to the
financial statements. In this relation we evaluated in
particular whether disclosures adequately convey the
accounting policy choices made by ERGO Life Insurance
SE, the assumptions used at transition and the financial
impact at transition date.
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Key audit matters How the matter was addressed in the audit

Assessment of the Liability for Remaining Coverage (LRC)

As outlined in Note 14 to the financial statements, the liability
for remaining coverage (LRC) as at 31 December 2023 was
196 million euro (net of insurance contract assets). Out of this
amount 192 million euro has been measured under the
variable fee approach (VFA, the measurement model for
contracts with direct participation features) and 4 million euro
under the premium allocation approach (PAA, the simplified
measurement model).

At initial recognition, the Company measures a group of
insurance contracts under VFA as the total of:

(a) fulfilment cash flows, which comprise of estimates of future
cash flows, adjusted to reflect the time value of money,
required for the settlement of an insurance contract and a risk
adjustment for non-financial risks;
(b) CSM, as the unearned profit for providing the insurance
services in the future.

The measurement of LRC related to insurance contracts
involves judgment over uncertain future outcomes, which
involves setting various assumptions regarding the total
settlement value of LRC. The determination of LRC related to
insurance contracts requires the use of complex (actuarial)
models and other computational tools for which it is important
that their design and configuration is adequate, the
assumptions used are appropriate and the input data is
complete and accurate. The use of different actuarial
techniques and assumptions could produce materially
different estimates of liabilities related to insurance contracts.
We therefore consider the estimates used in the calculation of
LRC a key audit matter.

Furthermore, the insurance service results, including
insurance revenue, are also produced to a significant extent
with the use of the same processes, tools and assumptions.
The specific risk considerations of the Company are included
below.

The key economic assumptions used are the discount rate
applied to adjust the expected future cash flows for time value
of money (including applicable illiquidity premium) and the
cost of capital percentage applied in the risk adjustment
calculation.

For Life and Health insurance, the valuation of liabilities
requires the application of significant judgement in the setting
of operating assumptions such as expenses, lapses, mortality.
Furthermore, the CSM release for the period as well as the
release of the expected incurred claims and expenses are
important drivers in determining the insurance revenue and
insurance service result for the period.

Our audit procedures included, among others,
evaluation of the appropriateness of the
Company’s accounting policies related to the
measurement of insurance contract liabilities
according to IFRS 17 Insurance contracts and
whether assumptions and the methods for
making the accounting estimates are appropriate
and have been applied consistently.

We involved our actuaries to assist us in
performing audit procedures in this area. Our key
audit procedures included evaluating the
Company’s methodology for calculating LRC and
obtaining understanding and evaluating the
design of internal controls in this respect.
Furthermore, we performed the following
procedures:

1. Testing of the accuracy and completeness of
data as utilized by the Company to value
estimated future cash flows by reconciling
such data to the underlying records.

2. Evaluation of the mathematical accuracy
and methodological compliance of the
calculation tools developed by the Company
for both VFA and PAA measurement models
under IFRS 17 Insurance contracts.

3. Evaluation of the assumptions on the discount
rate (including illiquidity premium) and the
cost of capital percentage used in valuation of
insurance contract liabilities based on
Company’s and market data.

4. Evaluation of the nature, timing and
completeness of changes in key
assumptions, models and methods,
including their impact on financial
reporting.

5. Performing analytical procedures, including
period to period analysis of changes in
present value future cash flows.

We evaluated ERGO Life Insurance SE
disclosures in relation to insurance contract
liabilities and insurance service result in
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Key audit matters How the matter was addressed in the audit

Assessment of the Liability for Remaining Coverage (LRC)

We refer to the Note 14 “Insurance and reinsurance
contracts”, Note 6 “Insurance revenue” and Note 7 “Insurance
service expense” of the financial statements.

accordance with IFRS 17 Insurance contracts.
In particular we evaluated that disclosures
adequately convey the degree of estimation
uncertainty.

Other information
Other information consists of the information included in the Company’s 2023 Annual Management Report, other
than the financial statements and our auditor’s report thereon. Management is responsible for the other
information presentation.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon, except as indicated below.

In connection to our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements, or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

We also must evaluate, if the financial information included in the Company’s Annual Management Report,
corresponds to the financial statements for the same financial year and if the Company’s Annual Management
Report, was prepared in accordance with the relevant legal requirements. In our opinion, based on the work
performed during the audit of financial statements, in all material respects:

•   The financial information included in the Company’s Annual Management Report, corresponds to the financial
information included in the financial statements for the same year; and
•   The Company’s Annual Management Report was prepared in accordance with the requirements of the Law
on Reporting by Undertakings of the Republic of Lithuania.

Responsibilities of management and those charged with governance for the financial statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken based on these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
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appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Other requirements of the auditor's report in accordance with Regulation (EU) No 537/2014 of the European
Parliament and of the Council.
Appointment and approval of the auditor
In accordance with the decision made by shareholder we have been appointed to carry out the audit of the
Company’s financial statements for the first time on 27 December 2018. Our appointment to carry out the audit of
the Company’s financial statements in accordance with the decision made by Shareholders has been renewed and
the period of total uninterrupted engagement is 4 years.

Consistency with the audit report submitted to the audit committee
We confirm that our opinion in the section “Opinion” is consistent with the additional Audit report which we have
submitted to the Company and the Audit Committee.

Non audit services
We confirm that to the best of our knowledge and belief, services provided to the Company are consistent with the
requirements of the law and regulations and do not comprise non-audit services referred to in Article 5(1) of the
Regulation (EU) No 537/2014 of the European Parliament and of the Council.

Throughout our audit engagement period, we have not provided to the Company any other services except for the
audit of the financial statements and translation assistance services (as outlined in Note 10 to the financial
statements).
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The partner in charge of the audit resulting in this independent auditor’s report is Jonas Akelis.

UAB ERNST & YOUNG BALTIC
Audit company’s licence No. 001335

Jonas Akelis
Auditor’s licence
No. 000003

5 June 2024
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