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Executive Summary

This report meets one of the requirements set out in law 20/2015, of July 14, on the Ordering, Supervision
and Solvency of Insurance and Reinsurance Entities (LOSSEAR), and Royal Decree 1060/2015, of
November 20, on the Ordering, Supervision and Solvency of Insurance and Reinsurance implementing it
(ROSSEAR). The two laws transpose to Spanish Law Directive 2009/138/EC of the European Parliament
and of the Council of November 25, 2009 on the taking-up and pursuit of the business of Insurance and
Reinsurance (hereinafter, Solvency Il Directive).

Delegated Regulation (EU) 2015/035 supplements this Directive and regulates the minimum content a
Solvency and Financial Condition Report must contain.

A. Business and performance

Solunion Seguros, Compania Internacional de Seguros y Reaseguros, S.A. (hereinafter "the controlling
Company") is a company which is the exclusive social purpose of the practice of insurance and reinsurance
operations in the Credit and Suretyship line of business as well as other supplementary, ancillary or related
businesses as soon as they are permitted by the insurance legislation.

The controlling Company constitutes a joint venture between the Euler Hermes and MAPFRE groups —each
of which holds 50% of its share capital through Euler Hermes Luxembourg Holding S.a.r.l. and MAPFRE
Participaciones, S.A.U. respectively— comprising the businesses of Credit insurance and the supplementary
services of both groups in Spain and Latin America, and it is the parent company of a series of subsidiaries
in these businesses in Argentina, Chile, Colombia, Spain and Mexico (hereinafter “the Group” or “ the
Solunion Group”). In December 2017, the shareholders extended the agreement scope to include the joint
development of the suretyship insurance.

The result of the technical account at December 31, 2019 amounted to EUR 14,193 thousand (EUR 13,353
thousand in 2018), which, combined with the result of the non-technical account, EUR -3,545 thousand (EUR
-4,764 thousand in 2018) generated profit before tax of EUR 10,648 thousand (EUR 8,589 thousand in 2018).

In 2019, the volume of written premium in direct insurance and accepted reinsurance amounted to EUR
198,218 thousand (EUR 177,747 thousand in 2018). The strong performance of the international business
has resulted in total reinsurance premiums accepted of EUR 33,826 thousand (EUR 25,221 thousand in
2018).

The rate of claims to premiums written net of reinsurance has been located in 61% including as accidents
the payments and variation of provisions of claims.

B. System of Governance

The controlling Company has the following bodies for its governance and for the Solunion Group: The
General Meeting, Supervision Committee, Board of Directors, Audit Commission, Investment Committee,
Nomination and Compensation Committee and the Management Committee.

In the performance of its powers in the risk management Government, the Management Committee has the
Risk, Actuarial and Reserve, and Compliance committee’s support.
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The following are the Governing Bodies of the Group’s controlling Company as of December 31, 2019:

Board of Directors

Achunrial and Resarves
Comumiittes

Comphance Commithes

The governing bodies enable adequate commercial and operating strategic management, and give for a
timely and proper response to any incidence that should arise at different levels of the organisation and its
business and corporate environment, in any of the countries in which the Group operates t.

With the aim of ensuring that the governance system has an appropriately structured, the controlling
Company and the subsidiaries of the Group have Policies that regulate Key Functions (Risk Management,
Actuarial, Compliance and Internal Audit) and ensure that they meet the requirements defined by the
Regulator and are compliant with the governance guidelines set by the Solunion Group. Section B in this
Report includes information on these Key functions.

Both executives and Group members that perform Key Functions and other employees fulfil the fit and proper
requirements established in applicable insurance regulations and by the controling Company. Fit
requirements relate to the employees possessing the professional qualifications, experience and knowledge
necessary for a position, while proper requirements relate to the absence of negative circumstances that
might affect one's performance. To facilitate compliance therewith, the controlling Company and the
subsidiaries have a Fit and Proper Policy.

The Board of Directors of the controlling Company is ultimately responsible for ensuring the effectiveness of
the of the Risk Management System, for establishing the risk profile and tolerance limits, as well as for
approving the main risk management strategies and policies within the framework of risk management
established by the Group.

The Solunion Group has adopted, for risk management, the “three lines of defence” model, which
encompasses:

e The managers of the "First Line of Defence" assume the risks and have the controls necessary to
ensure that risks do not surpass the established limits.
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e The internal control system and the areas of the “Second Line of Defence,” (Actuarial, Compliance,
Internal Control and Operational Risk, Risk Management and Internal Audit) perform supervision
independently of risk management activities of the First Line of Defence within the framework of the
policies and risk limits established by the Board of Directors.

e Internal Audit is the Third Line of Defence, and independently guarantees the adequacy and efficacy
of the Internal Control system and of other elements of the Corporate Governance System.

Within this framework, the Solunion Group’s structure is comprised of Areas, which, in their respective
frameworks, perform a number of independent supervisory activities within the scope of their respective
areas with regard to assumed risks.

This governing structure reflects the requirements set out in the Solvency Il Directive in relation to the system
for management of business risks, so that the controlling Company establishes its own implementation and
development strategy of the Risk Management and Internal Control Area, and the Board of Directors of
Solunion defines the reference criteria and establishes and/or validates its organisational structure.

C. Risk profile

The Solunion Group calculates the Solvency Capital Requirement (hereinafter “SCR”) in accordance with
the requirements of the standard formula, methodology established by the Solvency Il regulations.

The following is the composition of the Group's SCR, which is based on the risks set out in the standard
formula methodology and the percentage of regulatory capital required for each of them:

2019 2018

Operational Risk Operational Risk
10.3% 9.9%

Credit Risk

Credit Risk
_17.3% redit Ris

17.7%

Non-Life
underwritting

Risl; Market Risk
s 20.8%

Non-Life
underwritting Risk

53.2% Market Risk

19.2%

The Group's risks profile has remained constant over the previous year; in both 2019 and 2018, the risk,
which most intensely affects is Non-Life Underwriting risk, to which catastrophic Credit and Surety risk mainly
contribute, due to the recession risk that burdens the Solunion Group for 100% of the underwritten premiums.

Following is the market risk, mainly due to the exchange rate risk of the own funds in foreign currency that
affect the Group companies and the concentration of risk in investments in Government Bonds that are
outside the Economic Area. European. Lastly, there are the credit and operational risks, respectively.

In addition to the risks mentioned, Solunion Group has carried out an internal process of identification of
significant risks that might pose a threat for fulfiiment of the strategic plan, the credit rating targets or that
may prevent continued maintenance of the capitalisation level the controlling Company deems appropriate
for its risk profile.
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With respect to significant concentrations of risk, the controlling Company has Policies that set limits on risk
diversification. Similarly, limits are laid down in its Liquidity Risk and Investment Risk Management Policy for
ensuring adequate diversification by issuer, country and sector of market risk.

Conversely, the Solunion Group has also considered a series of stress tests and scenario analyses for
assessment of the resilience of the Group and the business model to adverse events. The results of these
analyses show that the Solunion Group would continue meeting with regulatory capital requirements even in
adverse circumstances.

Based on the outcome of these stress tests and sensitivity analyses, the Group will continue to have sufficient
own funds to comply with the SCR. The solvency ratio is kept at acceptable values so as not to put the
Group's solvency at risk at any time.

D. Valuation for solvency purposes

The total value of assets under Solvency Il regulations amounts to EUR 366,572 thousand, while the value
measured in accordance with accounting regulations would amount to EUR 438,049 thousand. This
difference mainly relates to the zero valuation under Solvency |l regulations of the Goodwill, the prepaid fees
and other acquisition costs, intangible assets and, to a lesser extent the lower value of the amounts of
recoverable reinsurance due to the valuation following an economic market criteria under said regulations,
and deferred tax assets, and portfolio investments at maturity that have not been valued to market in the
accounting regulations.

The total value of liabilities under Solvency Il amounts to EUR 293,126 thousand, compared to EUR 317,071
thousand according to accounting regulations. These differences correspond mainly to the technical
provisions, other acquisition costs of the reinsurance commissions and the deferred tax liabilities.

The main difference in valuation criteria in both the assets and the liabilities between the two regulations lies
in technical Provisions, as these are measured according to market economic criteria under Solvency Il. D.2
offers information on actuarial methodologies and assumptions used in the calculation of technical provisions,
best estimate and risk margin.

The total excess of assets over liabilities amounts to EUR 73,446 thousand under Solvency Il, reducing by
EUR 47,532 thousand with respect to accounting criteria.

During the year there were no significant changes in valuation criteria of the assets and liabilities.
E. Capital management

The Solunion Group maintains solvency levels within the limits established by the regulations and in its Risk
Appetite and has a medium-term capital management plan.

The Group's solvency ratio, that denotes the share of its own funds available to meet the SCR, is 168.4%,
while the share of its own funds available for meeting the MCR, that is, the minimum capital ratio required (
hereafter “MCR”), reaches 613.6%. Therefore, the Group is in a suitable situation to be able to face future
commitments taking into account the capital requirements established by the Solvency Il regulations.

For calculating the solvency ratio, the Group has not applied the adjustment for marriage, nor the adjustment
for volatility, nor the transitional measure about technical provisions by the Solvency Il regulations.
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The Group's solvency ratio for SCR coverage in the years of study is as follows:

2018
57,386

5,447 Tier 3
I Tier 1

36,315 I

39,973
Total SCR Elegible Total SCR Elegible
own funds own funds

Data in thousands of euros

The coverage ratio on the Solvency Capital Requirement has been increased by 10.4 points. This increase
mainly due to the increase in the Solvency Capital Requirement, although for the purposes of own founds
there has been an increase of 17.3% with respect to the previous year driven by a positive evolution of the
business during the year.

The solvency ratio of the Group for the coverage of the MCR in the years of study is as follows:

2019 2018
51,938
s I Tier 1
'ﬂ.ﬁrﬁ& !.EIH
MCR Elegible MCR Elegible
own funds owvn funds

Data in thousands of euros

The Group maintains an excess of capital of EUR 61,322 thousand, with eligible own funds that cover 6.14
times the minimum capital solvency requirement, which corresponds to the to the own funds that should have
to limit the probability of ruin to one case per 200 years, or what is the same, that the Company is still in a
position to fulfil with its obligations against the policyholders and beneficiaries of insurance in the following
twelve months with a probability of 99.5 percent.

The coverage ratio on the Minimum Capital Requirement has been increased by 41.5 points.
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The increase mainly comes from the increase of the Minimum Capital Requirement, although for the
purposes of own funds there has been an increase of 18.1% respect to the previous year driven by a positive
evolution of the business during the year.

For calculating the solvency ratio the Group has not applied the adjustment for marriage, nor the adjustment
for volatility, nor the transitional measure about technical provisions by the Solvency Il regulation.

At December 2018 the amount of the Group's MCR was EUR 9,079 thousand, in December 2019 this amount
has been increased up to EUR 9,993 thousand. In both cases, the result is equal to the minimum limit of the
combined MCR, which is obtained as the 25% of the SCR, amount that in 2019 has increased by EUR 914
thousand.

This level of capital is configured as the minimum level of security below which the financial resources of the
Solunion Group should not descend.
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A. Business and performance

A.1. Business

The accounting data in this section come from the consolidated annual accounts of the Group that have been
prepared in accordance with the International Financial Reporting Standards adopted by the European Union
(EU-IFRS).

A.1.1 Corporate name, legal form and activity

Solunion Seguros, Compafiia Internacional de Seguros y Reaseguros, S.A. is a company with the sole
corporate purpose of carrying out insurance and reinsurance transactions in Credit and Suretyship line of
business, and transactions supplementary, ancillary or related to this object to the extent allowed by
insurance legislation.

The controlling Company was incorporated in Spain and its office is located in Madrid (Spain), Avenida del
General Peron 40.

The controlling Company is a jointly-controlled company consisting of a joint venture between the Euler
Hermes and MAPFRE groups —each of which holds 50% of its share capital through Euler Hermes
Luxembourg Holding S.a.r.l. and MAPFRE Participaciones, S.A.U. respectively— comprising the businesses
of credit insurance and the supplementary services of both groups in Spain and Latin America, and it is the
parent company of a series of subsidiaries in these businesses in Argentina, Chile, Colombia, Spain and
Mexico (hereinafter, "the Group" or the "Solunion Group"). In December 2017, the shareholders extended
the agreement scope to include the joint development of the suretyship insurance.

The Solunion Group has the collaboration of mediators, professionals in insurance distribution that, in
different positions (agents and brokers), play a key role in commercialisation of transactions and providing
services to insured parties.

The Group's distribution capacity is completed by distribution agreements signed with different entities,
especially with companies in bancassurance.

The Solunion Group has chosen to present a report for consolidation purposes, and reports corresponding
to the different insurance and other activities companies.

Supervision

The Directorate General of Insurance and Pension Plans (Spanish Supervisory Authority, hereinafter
DGSFP) is the party responsible for the financial supervision of Solunion, as it is based in Spain.

The DGSFP is located in Madrid (Spain) and its website is www.dgsfp.mineco.es.

The Group's other insurance companies are under the supervision of their respective national regulatory
authorities, the details of which appear in their respective individual reports.

Country ‘ Regulator name
Chile Commission for the Financial Market
Colombia Financial Superintendency
Mexico National Commission of Private Insurance
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External audit

KPMG Auditores, S.L. has issued on April 2020 the audit reports with no reservations relating to the individual
and consolidated accounts of the controlling Company at 31 December 2019 This firm is headquartered in
Madrid (Spain) Torre de Cristal, Paseo de la Castellana 259C.

Holders of qualifying holdings

The following table reflects the individuals or corporate persons who directly or indirectly hold qualified
investments in the controlling Company:

Type of . Percentage of
Shareholding HEEUE ownership

Corporate name Legal form

Euler Hermes Luxembourg

- . o
Holding S.a.r.l. Limited Company Direct Luxembourg 50%

MAPFRE Participaciones, S.A.U. Limited Company Direct Spain 50%

Details of the undertaking's position within the leqal structure of the Group

Appendix 1 includes form S.32.01.22, which provides a description of the Group's subsidiaries and related
companies.

The legal structure of the Group is shown in Appendix 2.

Following is an organization chart with the simplified structure of the Solunion Group:

cernao

SOLUNION SEGUROS
nke onaldeSeguros y R

SOLUMION AMERICA
l l l ] il

SOLUNION COLOMBLA,
SEGUROS DE CREDITO, 5.4

SOLUNION MEXO
SEGUROS DE CREDITO, 5.4

Lines of business

The Solunion Group identifies the following line of business established by the Solvency Il regulation.

10
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e Credit and Suretyship insurance: consists of insurance obligations other than life assurance:
- Direct Insurance (Modality 9)
- Accepted proportional reinsurance (Modality 21)
- Accepted non-proportional reinsurance (Modality 28)

Geographic areas

The most significant countries, in which the Solunion Group operates, are Spain, Mexico, Colombia, Chile,
Italy and Panama, as described in Appendix S.05.02.01.

A.1.2. Business and/or events that have occurred over the reporting period that have had a material
impact on the undertaking

The following significant events took place during 2019, with a significant effect on the Solunion Group:

Significant events of the year

In October 2019, the international agency A.M. Best confirmed the financial strength rating A (Excellent) of
Solunion and its long-term issuer credit rating of “a”, both of them with a stable outlook. Maintaining these
ratings reflects the strength of the balance sheet of Solunion, which A.M. Best considers “very solid”, and
highlights its adequate operating performance and its correct management of business risk. According to the
analysis, this balance sheet solidity is supported by “its risk-adjusted capitalisation, which remained at the
strongest level at the end of 2018, according to the Best's Capital Adequacy Ratio.” Furthermore, it adds that
“the assessment of balance sheet strength is supported by a prudent reserve approach and the conservative
investment and reinsurance strategies of Solunion.” Faced with economic prospects that point to a change
in cycle, the report considers that “the company maintains capital reserves to cushion the effect of a high
insolvency environment.” Accordingly, A.M. Best expects Solunion to “maintain a prudent capital
management strategy to support its strategic expansion plans.” Finally, the report highlights that the operating
performance of Solunion has shown a trend of improvement during the last five years (2014-2018), which
was also maintained in the results of the first half of 2019.

Solunion has recently joined the Diversity Charter, a letter promoted by the Diversity Foundation, subscribe
by companies and institutions on a voluntary basis, to promote their commitment to the fundamental
principles of equality and respect for the inclusion of all people independently of their profiles. By adhering to
the Diversity Charter, Solunion is committed to promoting and raising awareness for the principles of equal
opportunities and respect for diversity; moving forward in the building of a diverse workforce; promoting
inclusion; considering diversity in all personnel management policies; promoting conciliation by means of a
balance between work, family and leisure times; recognising the diversity of its clients; and extending and
communicating the commitment to the Diversity Charter to collaborators, supplier companies and other
interested parties.

Solunion also has joined the United Nations Global Compact, as a sign of its firm commitment to economic
and social progress in all the countries in which it operates. The Pact is an international initiative that
promotes the implementation of ten principles regarding human rights, labour standards, the environment
and the fight against corruption in the activities and business strategy of companies.

By signing the Pact, Solunion is committed to supporting and respecting, among other issues, the protection
of human rights, freedom of affiliation and collective bargaining, the abolition of discriminatory practices, the
promotion of initiatives that promote greater environmental responsibility, and the fight against corruption in
all its forms.

11
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Corporate matters

During 2019, there were no relevant corporate events to be mentioned.

Main activities in 2019

° General matters

In 2019, in Spain, Solunion has again managed to grow more than the market in the credit field, clearly
distancing itself from the third company in the market in a year that has been marked by a good result
in both new business and the retention of customers. In 2019, Solunion has promoted the bonding
activity that was started in 2018, which has allowed it to reach the ninth position in the market with the
highest growth of all companies.

In a year in which uncertainty has marked the economic climate, Solunion maintains its positive trend,
achieving growth in the value of its portfolio in most countries: Spain +5%, Mexico +17% or Colombia
+3%.

e New products

In 2019, the Policy Py was launched, a policy for small companies that is characterised by its simplicity
and ease of management, which facilitates its sale through non-specialised channels. In Mexico, the
necessary steps were taken to commercialise the Innova policy, which will mean an improvement over
the existing product, providing greater simplicity and ease for the insured.

° Commercial action

Special mention must be made of the following actions carried on 2019 that give continuation to the
strategy put in place in previous years:

- Reinforcement of the multichannel strategy with the development and consolidation of bank
channel leveraging itself on the Py.

- Reinforcement of collaboration strategies with networks of shareholders.

- Reinforcement of measures to improve the experience of Solunion customers seeking a
greater retention.

- Good performance of the new business and the retention rate in Spain that close above the
organic growth budget.

e  Risk underwriting

In 2019, the world economy has entered a phase of deceleration, mainly as a consequence of the
intensification of trade tensions and the related uncertainty about trade policies, while the geopolitical
risks and uncertainties continue. Last year, the underwriting policies were adjusted to the evolution of
the economy and the increase in insolvencies, which meant more effort to accompany once again the
growth of our clients and the growth of the company, at the same time contributing to guarantee
profitability.

e Information and technology systems

During 2019, with reference to job management, it is worth mentioning the completion of the migration
to Office 365 in a specific Tenant in AZURE for Solunion, opening the possibility for the Employee to
use a very wide suite of tools that will increase the collaborative areas achieving maximum efficiency

12
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during the course of daily activity in the Group. Similarly, the operating system has been homogenised
to Windows 10, eliminating the risk of obsolescence on the platform.

Regarding the evolution of the technological systems that support the Solunion Operation, the renewal
of the platform for the credit insurance business in Mexico and Argentina should be highlighted, now
making available the FENIX corporate system.

Relevant operations within the Group

In fiscal year 2019, there were no significant transactions in the Solunion Group.

The result of the technical account at December 31, 2019 amounted to EUR 14,193 thousand (EUR 13,353
thousand in 2018), which, combined with the result of the non-technical account, EUR -3,545 thousand (EUR
-4,764 thousand in 2018) generated profit before tax of EUR 10,648 thousand (EUR 8,589 thousand in 2018).

In 2019, the volume of written premium in direct insurance and accepted reinsurance amounted to EUR
198,218 thousand (EUR 177,747 thousand in 2018). The strong performance of the international business
has resulted in total reinsurance premiums accepted of EUR 33,826 thousand (EUR 25,221 thousand in
2018).

The rate of claims to premiums written net of reinsurance has been located in 61.1% including as accidents
the payments and variation of provisions of claims.

A.2. Underwriting performance

Quantitative figures on the Solunion’s Group business and underwriting results in 2019 and 2018 by line of
business, as shown in figure S.05.01.02, indicate that the Solunion Group ended the year with gross earned
premiums of direct insurance and accepted reinsurance of EUR 186,785 thousand (EUR 164,401 thousand
in 2018), of which the net amount was EUR 18,476 thousand (EUR 14,931 thousand in 2018). The variation
in gross earned premiums with respect to the previous year has resulted in an increase of 13.62%.

Also, the gross claims in direct insurance and accepted reinsurance fell to EUR 113,650 thousand (EUR
84,818 thousand in 2018), and after discounting the effect of reinsurance corresponding to EUR 102,769
thousand (EUR 76,649 thousand in 2018), the net claims amount to EUR 10,881 thousand (EUR 8,169
thousand in 2018), which supposes an increase of the net claims of 33.2% respect to the previous year.

The insurance business result in the financial statements has amounted to EUR 14,193 thousand (EUR
13,353 thousand in 2018).

By geographic area of the Solunion Group, as shown in figure S.05.02.01 of the Appendix, the following five
countries, in addition to Spain, most important regarding the volume of gross earned premiums in the year
2018 were: Mexico, Colombia, Chile, Italy and Panama. The gross earned premiums for the top five countries
amounted to 51,684 EUR thousand (EUR 44,228 thousand in 2018), which represented an increase of
16.86% compared to the previous year.

Competitive situation

According to the initial calculations yielded by ICEA, the credit insurance sector in Spain in 2019 showed an
increase in income of 3.9% in direct insurance and an increase of 45.23% in the Suretyship insurance
compared to the previous year. The credit business issued premiums of EUR 607 million and the Suretyship
business issued premiums of EUR 122 million.

1 Cooperative Investigation of Insurance Companies and Pension Funds
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In Spain Solunion places position 38 in the Non-Life business, as in 2018, with a share of 0.33%, 0.01%
higher than in 2018. Within the Credit business, Solunion occupies the second position with a 19.51% share
and direct insurance premiums written of more than 118 million euros in 2019. Regarding the Suretyship
business, Solunion ranks as the ninth company on the market with a 3.12% share and Direct insurance
premiums written of 3.8 million euros in 2019.

The following graph shows the situation of the Credit and Suretyship insurance market in Spain:

Spanish Credit Insurance Market (2011-2019) Spanish Suretyship Insurance Market (2011-2019)
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Evolution of the Spanish Credit and Suretyship insurance market. Source: ICEA. Data as of December 2019.

According to the latest available data, as of December 2019 in the Latin American countries where the
Solunion Group has a presence, there has been a decrease in the volume of premiums of 0.4% compared
to the same period of the previous year in Credit insurance according to ALASECE and in Surety insurance
a drop of 0,1% in the volume of premiums compared to the same period of the previous year in accordance
with the Pan American Surety Association (PASA). In the Latin American market Soluniona as of December
2019, Solunion occupies the third position in the Latin American market, with a market share of 15%.

The following graph shows the situation of the Credit and Suretyship insurance market in Latin America:

LATAM Credit Insurance Market (2011-201%9) LATAM Suretyship Insurance Market (2011-2019)
I Prima M USD - Prima M USD
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Evolution of the Latin American Credit and Suretyship insurance market. Source: Latinoinsurance. Data as of December 2019 (* In
Surety: Figures as of December 2019 12 ms; except Dominican, September 2019 12 ms; Puerto Rico figures as of December 2018,
Venezuela, figures as of August 2019 12 ms.)
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Macroeconomic Environment

During the 2019 financial year, the Spanish economy has shown expansionary growth, maintaining growth
rates higher than those registered in the eurozone as a whole. Since the beginning of the year 2020, the
global economy suffers from the health crisis caused by COVID-19 that has spread from China through all
continents. The result of all this is a forecast for GDP growth in 2020 of 1.4%. The expected growth for 2021
has also been lowered to 1.6%.

Growth in Latin America has been limited to 0.6% in 2019, a figure well below the rate of the previous year
(1.6%), the expectations of the beginning of the year (2.1%), and the potential of GDP growth (about 2.5%).
This low growth has been the result of the global slowdown, but also of the political and governmental
uncertainty in many Latin American countries.

Due to the mpact on the global economy in 2020 caused by the coronavirus outbreak and by the region's
exposure to lower oil prices, the Latin American economy is expected to grow by 0.7% in 2020.
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A.3. Investment performance
A.3.1. Information on income and expense arising from investments by asset class:

The following tables present the detail of investments' income and expense for the years 2019 and 2018 as
recorded in the financial statements:

Income from investments

Income from investments Finance income
. . from other Total
Operation Equity activities

2019 2018 2019 2018 2019 2018 2019 2018

INCOME FROM INTEREST, DIVIDENDS,
AND OTHER

Real estate investments: - - - - - - - -
I. Rent - - - - - - - -
II. Other - - - - - - - -
Income from held-to-maturity investments: - 486 - - - - - 486
|. Fixed-income securities - 486 - - - - - 486
II. Other investments - - - - - - - -

Income from available-for-sale securities 2,393 1,878 - 3,715 2 19 2,395 5,612
Dividends from Group companies - - - (3,715) (14) - (14)  (3,715)
Other finance income 17 35 - - 14 46 31 81
Total revenue 2,410 2,399 - - 2 65 2,412 2,464
REALIZED AND UNREALIZED GAINS - -
Net realised gains: 197 174 - - - - 197 174

|. Real estate investments - - - - - - - -
II. Held-to-maturity investments - - - - - - - -
IIl. Available-for-sale financial investments 197 174 - - - - 197 174
IV. Trading portfolio financial investments - - - - - - - -
V. Other - - - - - - - -
Net unrealised gains: - - - - - - - -
I. Increase in fair value of trading portfolio - - - - - - - -
1. Others - - - - - - - -

Total gains 197 174 - - - - 197 174

TOTAL INCOME FROM INVESTMENTS 2,607 2,573 - - 2 65 2,609 2,638

Data in thousands of euros
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Investment expenses

Investment expenses Finance
expenses from Total
Operation Equity other activities
2019 2018 2019 2018 2019 2018 2019 2018

FINANCE COST
Real estate investments: - - - - - - - -
I. Net operating expenses - - - - - - - -
II. Other expenses - - - - - - - -
Expenses from held-to-maturity investments: (50) (188) - - - (4) (50) (192)
|. Fixed-income securities (50) (188) - - - (4) (50) (192)
II. Other investments - - - - - - - -
Expenses from available-for-sale portfolio (1,283) (1,865) - - - - (1,283) (1,865)
Other finance expense (314) (101) - - (80) (163) (374) (264)
Total expenses (1,647)  (2,154) - - (60) (167) (1,707) (2,321)
REALISED AND UNREALISED GAINS - -
Net realised gains: (66) (248) - - - - (66) (248)
|. Real estate investments - - - - - - - -
II. Held-to-maturity investments - - - - - - - -
IIl. Available-for-sale financial investments (66) (248) - - - - (66) (248)
IV. Trading portfolio financial investments - - - - - - - -
V. Other - - - - - - - -
Net unrealized I : - - - - - - - -
|. Decrease in fair value of trading portfolio - - - - - - - -
II. Others - - - - - - - -
Total losses (66) (248) - - - - (66) (248)

Total investment expenses (1,713)  (2,402) - - (60) (167) (1,773) (2,569)

Data in thousands of euros

Income and expense from investments are classified in either operation or equity, depending on whether
they come from investments in which technical provisions are materialized (operating investments) or from
investments in which Solunion's equity is materialized (equity investments). In addition, they include
management expenses attributed to investments.

Total income from investments amounted to EUR 2,609 thousand (EUR 2,638 thousand in 2018), of which
2,395 thousand (EUR 5,612 thousand in 2018) was income from the available-for-sale portfolio, EUR 197
thousand (EUR 174 thousand in 2018) of net gains realized on investments of this portfolio and EUR 31
thousand (EUR 81 thousand in 2018) from other finance income.

Total expense on investments amounted to EUR 1,773 thousand (EUR 2,569 thousand in 2018), of which
EUR 1,283 thousand (EUR 1,865 thousand in 2018) was income from the available-for-sale portfolio, EUR
374 thousand (EUR 264 thousand in 2018) of other finance expense and EUR 66 thousand (EUR 248
thousand in 2018) from losses arising from the available for-sale portfolio. The overall investment result was
positive, amounting to EUR 836 thousand (EUR 69 thousand in 2018).

Some of the events that have influenced the Group's investments are listed below:

2019 was marked by record-high uncertainty and two recessions. The trade conflict between the U.S. and
China rapidly escalated. The U.S. average import tariff moved from 3.5% in 2018 to close to 8% in 2019.
However, the uncertainty costs more in terms of GDP growth than the tariffs. While tariffs had an annual cost
of -0.2pp to global GDP growth, we estimate the annual cost of uncertainty at -0.3pp of global GDP growth.
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Companies have faced a very rapid increase in inventories because of higher uncertainty and soft global
demand. The trade conflict coupled with difficulties in the automotive sector pushed global trade in goods
into a recession. Hence, global manufacturing production fell into recession in Q3 2019. Global investment
also remained impaired by high uncertainty and lower trade flows.

A broad-based recession was been avoided, thanks to the swift and sizeable monetary policy reactions The
number of central banks initiating a monetary policy easing in 2019 reached a record high since 2009. There
was no hesitation to use unconventional tools of monetary policy to inject liquidity, both at the Fed and ECB
levels. This along with limited fiscal support helped domestic-oriented sectors, notably residential
construction and services. However, the protracted usage of unconventional monetary policy tools has
entrenched the world in an environment of low-to-negative interest rates for long and raised questions about
their efficiency.

Social tensions and political risks multiplied at a rapid pace. Increasing inequalities over the past years and
high fiscal pressures on households resulted in outbreaks of social crises in several countries. Unexpected
protests escalated across regions, such as Hong Kong, several countries in Latam (Chile, Colombia), while
the yellow vest protests continued in France in H1 2019. Geopolitical tensions also prevailed in the Middle
East, particularly between Saudi Arabia and Iran, and between the U.S. and Iran.

The regulatory shock in the automotive sector almost pushed Germany into recession and had global
repercussions. Major climate events (fires in the U.S., Brazil, and Australia) occurred at a more frequent
pace. Concomitantly, the new European Commission announced a Green Deal, including a Just Transition
Mechanism worth EUR100bn to help regions most heavily dependent on fossil fuels. The implementation of
new green and environmental, social and governance policies has started to bite companies, with further
adjustments to be seen and new initiatives to support energy transition.

Latin America's growth has been of only 0.6% in 2019, well below the previous year's rate (1.6%), the
expectations at the beginning of the year (2.1%) and the potential GDP growth (close to 2.5%). This low
growth has been the result of the global slowdown, but also of political and policy uncertainty in many Latin
American countries.

A.3.2. Information about any gains and losses recognised directly in equity:

As shown in the tables in A.3.1, with respect to income, there has been no impact on the Group's equity in
2019 and 2018. Further, on the expense side, these had no effect on equity in the years 2019 and 2018.

A.3.3. Information on asset securitisation

Solunion does not invest in this type of assets.
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A.4. Performance of other activities

A.4.1. Other income and expense

During the years 2019 and 2018, the Solunion Group has incurred the following significant income and

expenses other than those from the purely insurance business:

2019 2018
Operating income 26,602 24,996
Operating expenses (30,089) (29,658)
Tangible assets and investment expenses (60) (38)
Net financial income 2 (64)
a) Financial Income 2 65
b)  Financial expenses - (129)

Data in thousands of euros
A.4.2 Lease contracts

Operational leases

The controlling Company is a lessee of real estate for its own use. These leases have a duration of between
1 and 5 years, without renewal clauses stipulated in the contracts. There is no restriction for the lessee

regarding the contracting of these leases

Expense accrued in 2019 in operating leases amounted to 735 EUR thousand (EUR 1,512 thousand in

2018).

Future minimum payments to be made on non-cancellable operating leases at 31 December of the last two

years were as follows:

From one to five More than five

Up to one year Total
years years
2019 2018 2019 2018 2019 2018 2019 2018
Buildings and
other 735 1,512 1,716 1,546 - 2,451 3,058
constructions
TOTAL 735 1,512 1,716 1,546 - 2,451 3,058

Data in thousands of euros

There are no contingent quotas recorded as an expense in the years 2019 and 2018.

Finance lease

The controlling Company does not have this type of lease.
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A.5. Any other information

On 11 March 2020, the World Health Organization declared that the outbreak of Coronavirus COVID-19 can
be considered a pandemic due to its rapid spread throughout the world and that it affects more than 150
countries. Most governments are taking restrictive measures to contain the spreading, including: isolation,
confinement, quarantine, and restriction on the free movement of people, closure of public and private
premises, except those of basic necessity and related to health, closure of borders and the drastic reduction
of air, sea, rail and land transport. In Spain, the government approved the Royal Decree 463/2020 of 14
March declaring the state of alarm for the management of the health crisis caused by COVID-19, which
initially would have a duration of 15 calendar days.

This situation is affecting the global economy significantly, due to the interruption or slowdown of supply
chains and the significant increase in economic uncertainty, evidenced by an increase in the volatility of asset
prices and exchange rates and the decrease in interest rates in the long term.

To mitigate the economic impacts of this crisis in Spain, the Royal Decree-Law 8/2020 of 17 March regarding
extraordinary urgent measures to face the economic and social impact of COVID-19 came into force.

The consequences derived from COVID-19 are considered a subsequent event that does not require an
adjustment in the Solvency and Financial Condition Report for the financial year 2019, notwithstanding that
they must be recognised in the consolidated annual accounts for the financial year 2020.

Although at the date of formulation of the consolidated annual accounts there have been no consequences
(other than those derived from the application of the aforementioned Royal Decree-law), it is not yet possible
to estimate the present and future impacts derived from this crisis. . The Group will evaluate during the
financial year 2020 the impact of the aforementioned events and those that may occur in the future on the
equity and financial situation as of December 31, 2020 and on the results of its operations and the
corresponding cash flows for the year ended on that date.

From an organizational point of view, the Solunion Group already had a teleworking system in place, called
SOLFLEX, which has allowed closing its offices immediately -even before the declaration of alarm state by
Spanish Government or similar situations in other countries - having all its employees working from their
homes. It enables keeping Solunion's quality standard level of service without prejudice to policyholders.
Regarding business evolution, Solunion will continue working on evaluation of different scenarios, as has
already been done in the solvency reports, with stress tests simulating extreme situations such current one.

The main impacts on the Group's accounts could occur in income (premiums and service income) and in
claims. With regard to income, the Group is evaluating the possible impact, on the other hand, in these
situations, the customer is aware of the importance of having the protection and expert risk analysis that
credit insurance offers. As for claims, given the expected increase in business insolvencies, the risk
department is already working, analyzing the sectors and companies that could be most affected, to minimize
the impact as much as possible.

The Group's strong protection must be added through its reinsurance structure, which, with a reduced risk
retention, must allow it to face this situation protecting its solvency levels in the best possible way, without
prejudice to continuing with the quantitative evaluation of possible impacts prudently.
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