






During the entire reporting year, the Supervisory Board observed 

the duties incumbent upon it in accordance with the law and the 

Articles of Association. It supervised the conduct of the Compa-

ny’s business, advised the Board of Management with respect to 

the management of the Company and was directly involved in 

decisions of fundamental importance.

In the framework of its monitoring and advising activities, the 

Supervisory Board was regularly provided by the Board of Man-

agement with timely and comprehensive information on the eco-

nomic and financial development of Allianz AG and the Allianz 

Group, including the risk situation, important business transac-

tions and corporate strategy. At the meetings of the Supervisory 

Board and on the basis of reporting by the Board of Management, 

we discussed in detail the business development and important 

decisions and business transactions and, as far as required by law 

or the Articles of Association, passed resolutions. In addition, we 

dealt with the planning of the Board of Management for fiscal year 

2006 and medium-term planning. For the past fiscal year, explana-

tions of any deviations from plans and objectives in the course of 

business were presented to us and taken into account by us.

The Supervisory Board held four meetings during the reporting 

period. Between meetings, the Board of Management informed 

us in writing on important matters. In addition, the Chairman of 

the Supervisory Board was kept up-to-date on major developments 

and decisions.

An important topic of our advisory and monitoring activities was 

the intended merger of Italian Allianz subsidiary Riunione Adriatica 

di Sicurtà S.p.A. (RAS) into Allianz AG, which we discussed and 

reviewed using detailed verbal reports by the Board of Manage-

ment and comprehensive written documentation. We passed a 

resolution approving the merger. The Board of Management re-

ported to us on the planned transaction structure, which called 

for the issue of an offer to acquire the outstanding RAS shares and 

the hive-down of nearly all of the RAS business to a wholly owned 

subsidiary, followed by the cross-border merger of RAS into Allianz 

AG with the conversion of Allianz AG into a European Company 

(Societas Europaea, SE). The Board of Management also reported to 

us on the financing of the transaction, the corporate valuations of 

RAS and Allianz AG to determine the exchange ratio with respect 

to the merger and the business and synergy objectives pursued by 

the merger. We held extensive discussions on the consequences 

of the change of legal form for corporate governance, particularly 

for the employee co-determination in the Supervisory Board. The 

merger audit was explained to us by the court-appointed merger 

auditor Deloitte & Touche GmbH Wirtschaftsprüfungsgesellschaft, 

Munich. The meetings of RAS ordinary and savings shareholders 

on February 3, 2006 and the extraordinary General Meeting of 

Allianz AG on February 8, 2006 approved the merger plan. The 

merger will become effective with its entry in the commercial 



We received a special report by the Board of Management on 

Allianz Global Investors AG, which is responsible for the Asset 

Management segment in the Allianz Group.

We dealt with the planned acquisition of a participation in the 

Industrial and Commercial Bank of China Ltd. (ICBC) by Allianz 

Group. In January 2006 the respective agreements with ICBC 

were signed in China.

In the course of reporting on significant legal matters, the Su-

pervisory Board was informed about the fine imposed on Allianz 

Versicherungs-AG by the Bundeskartellamt (Federal Cartel Office) 

in the proceedings against a large number of German industry 

insurers. The company has appealed the decision.

We were unanimous in welcoming the decision by the Board 

of Management to again offer discounted Allianz share purchases 

to employees of the Allianz Group in 21 countries.

We were continuously involved in the further development of the 

corporate governance standards in the Company. Allianz AG is 

complying with all the recommendations of the German Corporate 

Governance Code. This is expressed in the Declaration of Com-

pliance, which was passed by the Board of Management and the  

Supervisory Board in December 2005. Under the new version of 

the Code dated June 2, 2005, Allianz AG will continue to comply 

with all the recommendations made by the Government Commis-

sion on the German Corporate Governance Code.

As part of the regular efficiency review, we submitted written 

questions this year to all members of the Supervisory Board on 

important aspects of the Supervisory Board activities. The major 

results of these inquiries and the consequent opportunities for 

improvement were discussed in the December meeting.

Further information on corporate governance within the Allianz 

Group is contained in the report jointly approved by the Board 

of Management and the Supervisory Board that can be found in 

Allianz Group’s Annual Report. More information on this subject 

is also available at the Allianz website at 

The Supervisory Board formed the Audit Committee, the Standing 

Committee, the Personnel Committee and the Mediation Commit-

tee as called for by the German Co-Determination Act (Mitbestim-

mungsgesetz). The current composition of the committees can be 

found in the following list.

register of Allianz AG; at the same time Allianz AG will change 

its legal form into an SE.

The Board of Management informed us thoroughly about the re-

organization of the insurance business in Germany through the 

consolidation of German insurance activity under a new holding 

company, Allianz Deutschland AG. In this context, the Board of 

Management also informed us about the merger of the Allianz 

Group companies Frankfurter Versicherungs-AG and Bayerische 

Versicherungsbank AG into Allianz Versicherungs-AG. The expla-

nations also covered the creation of a joint distribution company 

for the German insurance business and its future strategic orien-

tation.

The Board of Management gave account to us in all of the meet-

ings of the development of Group sales and profits, developments 

in the individual business segments and the financial situation, 

and these were discussed in our meetings. The positive trend of 

fiscal year 2004 continued in the year under review in spite of 

the negative effects of hurricanes and other natural catastrophes. 

We found that operating profitability improved overall. This is also 

reflected in the encouraging performance of Allianz share prices.

We actively monitored the continued development of Dresdner 

Bank and in addition to regular reporting, we had the Board of 

Management make a special report to us on this. We were able to 

ascertain that it had achieved its objective of earning its capital 

costs in 2005. The Board of Management explained the introduc-

tion of a new, client-oriented business model with two strong 

divisions: Private & Business Clients and Corporate & Investment 

Banking. The objective of winning 300,000 new Dresdner Bank 

customers through the Allianz distribution organisation was even 

exceeded.

Allianz Group’s capital resources were regularly discussed by the 

Supervisory Board. The explanations of the Board of Management 

convinced us that the capital base had been strengthened and that 

the Group’s high rating had been secured. In August 2005 the 

rating agency Standard & Poor’s raised its outlook for Allianz AG 

to “stable”.

We addressed the effects on the results of the hurricanes and other 

natural catastrophes in 2005 and discussed the consequences for 

the insurance business of the Allianz Group.



In the year under review, the Standing Committee held three 

meetings, dealing mainly with the merger of RAS into Allianz 

AG, the reorganization of the German insurance business, Group 

financing, the employee share purchase program, questions of 

corporate governance and the changes in the remuneration of the 

Supervisory Board that were approved by the General Meeting 

on May 4, 2005. The Personnel Committee convened four times. 

The issues addressed were the personnel issues involved in the 

change in the Board of Management, individual rules in the Board 

of Management contracts and the structure and amount of the 

remuneration of the Board of Management. There was no need 

for the Mediation Committee to convene.

The Audit Committee held five meetings in the course of 2005. 

In the presence of the independent auditor, it discussed the annual 

financial statements of Allianz AG and of the Allianz Group, the 

audit reports and the “Form 20-F” filing required in the USA. It 

also reviewed the quarterly reports and, in the presence of the 

independent auditor, discussed the inspection by the independent 

auditor of the consolidated interim financial statements for the 

first half of 2005 and for the first nine months of 2005. It also 

dealt with the assignment of the mandate to the independent au-

ditor and the setting of priorities for the audit. Other subjects of 

deliberation were the measures taken to comply with the require-

ments of the US Sarbanes-Oxley Act on the effectiveness of inter-

nal control systems for financial reporting. The award of contracts 

to the auditors for non-auditing services was also discussed. The 

committee received special reports on the main results of internal 

audits in fiscal years 2004 and 2005.

The Supervisory Board was regularly informed about the work 

of the committees.

KPMG Deutsche Treuhand-Gesellschaft AG Wirtschaftsprü-

fungsgesellschaft, Munich, audited the financial statements of 

Allianz AG and the Allianz Group as well as the respective man-

agement reports and issued their certification without any reser-

vations. The consolidated financial statements were prepared in 

accordance with the International Financial Reporting Standards 

(IFRS). In addition, the consolidated interim financial statements 

for the first half of 2005 and for the first nine months of 2005 

were reviewed by KPMG and the interim balance sheet of Allianz 

AG as at September 30, 2005 was audited by KPMG in prepara-

tion of the merger of RAS and Allianz AG.

The financial statements and the auditor’s reports submitted by 

KPMG were made available to all members of the Supervisory Board 

in a timely manner. These documents were discussed by the Audit 

Committee on March 10, 2006, as well as by the Supervisory Board 

at a meeting held for that purpose on March 15, 2006. The inde-

pendent auditors participated in these discussions. They presented 

the results of the audits and were available to respond to questions 

and provide supplementary information. 

On the basis of our own review of the financial statements of 

Allianz AG and the Allianz Group, the management report, the 

Group management report and the recommendation for appropria-

tion of earnings, we made no objections and concurred with the 

findings of the audit by KPMG. We approved the financial state-

ments of Allianz AG and the Allianz Group prepared by the Board 

of Management; the individual accounts are thereby adopted. We 



Portugal, Turkey and Greece, as well as for the sustainability 

program in property-casualty insurance. Mr. Thierry, who is 

also Chairman of the Board of Directors of French Group com-

pany AGF S. A., has taken over responsibility for the markets in 

France, Benelux, the Middle East, South America and Africa, 

for credit insurance, assistance and travel insurance and for the 

sustainability program in life insurance. The responsibilities of 

Mr. Booth, formerly Chairman and CEO of Aon Re International 

in London, includes the UK, Ireland and Australia, the reinsurance 

business and Allianz Global Risks, Allianz Marine & Aviation and 

Alternative Risk Transfer.

In our capacity as members of the Supervisory Board, we would 

like to take this opportunity to thank all members of the Allianz 

Group companies for their great personal effort and commitment 

in the past year.

Munich, March 15, 2006

For the Supervisory Board:

Dr. Henning Schulte-Noelle

Chairman

consented to the appropriation of earnings as proposed by the 

Board of Management.

A number of changes have taken place in the Supervisory Board. 

On the shareholder representative side, the court appointments 

of Prof. Dennis J. Snower and Igor Landau as members of the 

Supervisory Board were confirmed by the General Meeting held 

on May 4, 2005. Dr. Albrecht Schäfer and Prof. Dr.-Ing. Hermann 

Scholl have resigned from the Supervisory Board as shareholder 

representatives with effect from the end of the General Meeting 

on May 4, 2005. The General Meeting elected Franz Fehrenbach 

and Dr. Franz B. Humer as new members of the Supervisory Board 

in their place.

On the employee representative side, Frank Ley ended his ser-

vice in the Supervisory Board at the end of the General Meeting 

on May 4, 2005. His seat on the Supervisory Board was taken by 

Iris Mischlau-Meyrahn as elected substitute member.

We thank the departing members of the Supervisory Board for 

their valuable work in our body.

The mandates of the members of the Supervisory Board of 

Allianz AG will end when the merger of RAS into Allianz AG 

and the accompanying change of legal form into an SE becomes 

effective. The six shareholder representatives in the Supervisory 

Board of the future Allianz SE will be appointed under the Stat-

utes of Allianz SE, which form part of the merger plan passed 

by the General Meeting on 8 February 2006. The shareholder 

representatives in the first Supervisory Board of Allianz SE will 

according to this be Prof. Dr. Renate Köcher, Dr. Wulf H. Bernotat, 

Dr. Gerhard Cromme, Dr. Franz B. Humer, Igor Landau and 

Dr. Henning Schulte-Noelle. The employee representatives in the 

Supervisory Board of Allianz SE will be appointed after completion 

of the negotiations on the involvement of the employees in the SE.

At the end of 2005 Detlev Bremkamp left the Board of Man-

agement and retired. The Board of Management mandate of 

Dr. Reiner Hagemann also ended, at his request, at the end of 

2005. The Supervisory Board appointed Dr. Gerhard Rupprecht to 

be his successor as Personnel Director in accordance with clause 

33 of the German Co-Determination Act. The appointment of 

Dr. Mario Greco was rescinded at his request after he decided to 

accept a position outside the Allianz Group before assuming office 

on May 1, 2005.

Effective January 1, 2006 the Supervisory Board appointed Enrico 

Tomaso Cucchiani, Jean-Philippe Thierry and Clement B. Booth 

to the Board of Management. Mr. Cucchiani, who is also Chair-

man of the Board of Directors of Italian Allianz subsidiary Lloyd 

Adriatico S. p. A., is responsible in the Board of Management 

for the insurance markets Italy, Spain, Switzerland, Austria, 







The share of gross premiums contributed by companies outside 

Germany increased to 31.1 (25.2) percent. Our branches in Singapore 

and Labuan achieved premium income of € 393.0 (298.3) million. 

Another branch in Dubai – opened in 2004 – increased sales to 

€ 65.8 (17.2) million. 

After an unusually good previous year, characterized by below-

average major damage costs, the  (before equal-

ization reserve) fell to € 265.6 (409.9) million. The following in-

fluences determined this result.

Unlike the previous year, damage costs were significantly higher 

due to natural disasters and major damage. In particular, the series 

of disastrous hurricanes in the United States, the flood disaster in 

India and a fire in a high-rise block in Madrid caused high damage 

costs.

In fiscal year 2005  fell 7.9 percent, to € 4.8 (5.3) 

billion. At the same time  eased 

to € 3.3 (3.7) billion. Although the merger of IRC Luxemburg 

S.A. into Allianz AG and the optimization of our pooling concept 

for reinsuring natural disasters had a positive effect on the premi-

ums trend, this increase did not offset the lower premiums result-

ing from increased deductible for the Sachversicherungsgruppe 

Deutschland (SGD) and the termination of the quota reinsurance 

contract by Allianz Lebensversicherungs-AG (Allianz Leben). The 

following table shows the effects these influences had on total 

gross premiums. 



In the renewal negotiations for fiscal year 2005 we obtained, as in 

the previous year, prices reflecting risk and attractive reinsurance 

terms and conditions.

Because the underwriting results of the Allianz Group’s direct in-

surers maintained a high level, Allianz AG also achieved a good 

underwriting result.

Due to the extent of the loss arising from natural disasters, amounting 

to € 154 million, the  on earned premiums for own account 

for property/casualty reinsurance rose significantly, to 62.6 (58.2) 

percent.

The  on earned premiums for own account for property/ca-

sualty insurance was 26.9 (26.7) percent. This relates primarily to 

expenses for reinsurance commissions.

After contributing € 391.1 (365.8) million to the equalization reserve, 

there was an underwriting loss of € 125.4 million (previous year: profit 

of € 44.1 million). 

The rose by € 265.9 million to € 2.5 bil-

lion. Earnings from investments increased to € 403.1 million, 

while expenses for investments only rose € 137.2 million. The 

following table shows a breakdown of the developments for the 

results from investments.

The sale of shares in MAN AG contributed with € 699.8 million 

to . This transaction was handled 

through the investment holding companies Orpheus GmbH and 

Regina GmbH. As these companies were merged into Allianz AG 

retroactively as of January 1, 2005, the respective profit is carried 

on the books of Allianz AG. The profit realized from the sales of 

other non-fixed interest securities totaled € 243.6 million, while 

income from the sale of bearer shares, investment fund and bonds 

equaled € 153.9 million.



Since the companies in which we hold equity investment payed 

higher dividends,  in-

creased. The positive trend on the capital markets favored 

.

 eased, due 

to the special effect that in 2004 gains from disposal of equity 

investments increased income from profit-pooling agreements. 

The decrease in  relates primarily 

to the redemption of the MILES loan, also a one-time transac-

tion; in the previous year, this income totaled € 354.4 million. 

Because the quota share reinsurance contract with Allianz Leben 

was cancelled, portfolio management interest income dropped to 

€ 203.1 (434.8) million, thereby decreasing income from other 

investments.

The merger of Regina GmbH into Allianz AG generated a loss 

from  of € 505.7 million. This loss is offset 

by the gain from disposal of the shares in MAN AG, Munich. The 

upward trend on capital markets had a positive impact on 

.

From the investment result, €199.5 (431.9) million was credited 

to the underwriting account as technical interest income.

The decreased to € – 1,236.6 (– 505.5) 

million, primarily because € 899.7 million was allocated to other 

reserves. € 700.0 million were accrued for potential losses, of 

which € 630.9 million for derivative financial instruments (BITES, 

Short Forward see page 32).

In total, a  of € 1,090.6 (1,323.5) million 

and an insurance loss of € 125.4 million resulted in 

 of € 965.2 (1,367.5) million.

Tax proceeds rose to € 466.0 (335.2) million because the com-

pany’s allocations increased within the tax group.  is 

therefore € 1,431.2 (1,702.8) million, of which € 611.2 (850.8) 

million were allocated to retained earnings, resulting in a profit of 

€ 820.0 (852.0) million. At the Shareholders’ Meeting on May 3, 

2006, shareholders will be asked to approve  a € 2.00 dividend on 

each share qualifying for dividends and to appropriate the remain-

ing amount to retained earnings.



The following table shows the gross premiums and the net un-

derwriting result for own account based on reinsurance line of 

business for fiscal years 2005 and 2004.

The premium income in  fell, due in part 

to the lower SGD turnover. Major claims of direct insurers in 

Germany and in additional European markets decreased the net 

underwriting result. Although the contribution of € 19.9 (3.4) mil-

lion to the equalization reserve was substantially higher than in 

the previous year, we once again achieved a net underwriting 

profit.

In  premium income grew substantially, primarily 

from increased business with outside clients and the increased 

turnover in the Middle East and North Africa. Natural disasters 

in the USA, Central Europe and Asia substantially increased 

claims. The tropical hurricane “Katrina” in the USA caused 

the greatest damage (€ 67 million), followed by flood damage 

in India (€ 45 million) and storm damage in Northern Europe 

(€ 9.8 million). The sum of € 88.2 (108.8) million had to be added 

to the equalization reserve.



Premium income in  remained constant at 

€ 424.4 (420.8) million. The increase of the reserve for asbestos 

and environmental claims of € 136 million in the USA led to an 

overall loss. € 50.0 (18.4) million were deducted from the equal-

ization reserve.

In € 1.0 (2.1) million had to be with-

drawn from the equalization reserve. This decrease can be attrib-

uted to the fact that in the previous year the business relationship 

with a major German direct insurer was terminated, which had 

a one-off positive effect, achieved in 2004. Remaining business 

performed better overall. 

Premium growth in the  lines originated 

primarily from business in the Middle East, North Africa and Asia-

Pacific. Once again, substantial funds of € 51.1 (43.9) million, 

had to be allocated to the equalization reserve. Primarily, higher 

damage expenses in France and Scandinavia, which could only 

be balanced in part by improved results in Mexico, increased the 

net underwriting loss. 

Although we had to make considerable contributions of € 12.2 

(1.6) million to the equalization reserve in 

, together these lines of business achieved a 

positive result. 

The deduction of 1 million from the equalization reserve (previ-

ous year: addition of € 5.3 million) improved the result of 

.

In  growth in Middle East, North 

Africa and Asia-Pacific could only partially offset premium reduc-

tion in Mexico and in business with Allianz Marine & Aviation 

Insurance AG. The tropical hurricanes “Katrina”, “Rita” and 

“Wilma” resulted in claims in the USA totaling € 13 million. 

However, the loss was reduced since we only had to add € 15.5 

(6.8) million to the equalization reserve, and growth of business 

development in Asia-Pacific was very encouraging. 

The net underwriting result of  de-

creased, primarily due to developments in our German business. 

€ 1.2 (1.9) million were deducted from the equalization reserve.

Allianz Leben’s termination of the quota share reinsurance con-

tract ceded improved earnings on ; however profits 

fell, since in the previous year a one-off profit from the sale of a 

life insurance portfolio was achieved which was higher than the 

effect of the Allianz Leben contract termination.

The premium income of  grew, primarily due to 

a strong increase in Turkey and in business with direct insurers 

outside the group, which together exceeded the business reduc-

tion in Asia-Pacific and in the USA. Due to poor results in the USA 

this reinsurance line closed with a loss.

In , premium volumes remained stable with 

€ 184.9 (186.2) million compared to the previous year’s level. 

This reinsurance line is still profiting from past reorganisation 

measures carried out by our clients. Thus losses remained virtually 

unchanged at € 20.6 (20.9) million, although appropriations to the 

equalization reserve increased to € 86.1 (77.5) million. 

Turnover in the aviation reinsurance line grew by 45.0 percent to 

€ 332.7 (229.4) million, primarily due to increased contributions 

by Allianz Marine & Aviation Versicherungs-AG. Since we had to 

substantially contribute to the equalization reserve, € 148.5 (63.6) 

million in the reporting year, losses increased despite good busi-

ness activity to € 52.9 (26.8) million. 

In reinsurance of the , premium volume decreased 

by € 2.4 percent to 507.0 (519.5) million. This included extended 

coverage reinsurance, where turnover increased by € 56.2 (52.7) 

million as a result of higher contributions by SGD, although its 

positive development (pre-equalization reserve) weakened. Turn-

overs in the other business lines sank to € 450.8 (466.8) million. 

With € 22.9 million, substantially fewer funds had to be directed 

to the equalization reserve than in the previous year (€ 77.3 mil-

lion); the loss dropped to € 21.3 (32.5) million.
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The  of Allianz AG’s  increased by 8.3 per-

cent to € 77.8 (71.9) billion. 

The position of  decreased to € 422 (451) million.

The book value of grew to € 63.9 

(53.9) billion. This included additions of € 9.3 billion derived from 

the purchase of RAS shares, including approximately € 6.6 billion 

from an intra-group acquisition. On September 30, 2005 Allianz 

AG purchased all 372,438,983 common stocks of RAS from 

Allianz AG’s wholly-owned subsidiary, the sub-holding Allianz 

Compagnia Italiana Finanziamenti S.p.A., at a price of € 17.61 

per share. Additional € 2.7 billion were used for the purchase of 

RAS shares in connection with our voluntary public cash offer to 

the minority shareholders of RAS, through which we received 

139,719,262 RAS ordinary shares and 328,867 RAS savings 

shares. In addition, we purchased 625,921 RAS preferred stocks. 

Upon conclusion of the public cash offer and further purchases 

of RAS stocks, our RAS share increased to 76.3 percent of the 

total share capital as of December 31, 2005, against the previous 

year’s 55.4 percent. Additional information regarding the planned 

merger of RAS into Allianz AG can be found under “Merger of 

RAS into Allianz AG, Change of Structure of Allianz AG to create 

a European Company (SE)” (Page 15). 

Additional accruals to investments in affiliated companies resulted 

from capital increases carried out to further optimize our sharehold-

ing structures. This primarily involved a capital increase by means 

of an investment in kind of € 1.5 billion at Allianz Arges Vermö-

gensverwaltungsgesellschaft mbH, Munich. As part of this transac-

tion shares of the Münchener Rückversicherungs-Gesellschaft AG, 

Munich, with a market value of € 1.3 billion, were transferred. A capital 

increase of € 0.6 billion was also carried out at Allianz Argos 27 

Vermögensverwaltungsgesellschaft mbH, Munich, primarily in 

connection with the transfer of shares of BMW AG, Munich. 

These additions to investments in affiliated companies are accom-

panied by disposals of assets in connection with the merger of the 

asset holdings Orpheus Vermögensverwaltungsgesellschaft mbH 

and Allianz Quinta Vermögensverwaltungsgesellschaft mbH into 

Allianz AG. Together these mergers amounted to € 0.7 billion. In 

addition, Allianz of America repaid a loan of € 0.7 billion. 



 grew by € 0.3 billion to € 8.8 billion. The stock of 

shares decreased by € 0.4 billion and deposits with banks by € 0.9 

billion; in comparison, bearer bonds increased by € 1.6 billion.

The market value of real estate holdings, dividend-bearing securi-

ties (investments in affiliated and associated enterprises, stock and 

investment fund units) and bearer bonds totalled to € 94.7 (73.6) 

billion as of December 31, 2005. The corresponding balance sheet 

amount was € 70.6 (58.8) billion.

Because Allianz Leben terminated its quota share reinsurance 

contract,  retained from reinsurance business decreased 

to € 4.7 (9.0) billion.

In addition to the important developments other than the appro-

priation to earnings were: 

On January 26, 2005 we announced our “All-in-One” capital mar-

ket transaction. This lowered our Equity Gearing, helped reduce 

our external borrowing and once again reduced the non-strategic 

investment portfolio of Dresdner Bank.

Lowering of Equity Gearing: Through Allianz Finance II B.V., 

Amsterdam, Allianz AG issued a 3-year index-linked convertible 

bond with a volume of € 1.2 billion in order to further reduce the 

influence of movements in the share markets on our investment 

portfolio. The proceeds of the issue were forwarded as an intra-

group loan to Allianz AG. The repayment amount of the bond, 

which operates under the name BITES (Basket Index Tracking 

Equity-linked Securities), is linked to the performance of the DAX 

index. During the three-year term of this instrument, issued with a 

DAX reference value of 4,205.115 points, the Allianz company has 

the right to pay back the bond with shares either of BMW AG, of 

Münchener Rückversicherungs-Gesellschaft AG or of Siemens AG. 

Investors receive an annual outperformance premium of 0.75 per-

cent on the then current DAX value and a repayment premium of 

1.75 percent, also linked to the DAX value current at the time of 

the repayment.

Reducing external borrowing from a rating standpoint. In order 

to partially finance two bonds maturing during the fiscal year, to-

talling € 2.7 billion, Allianz Finance II B.V., Amsterdam issued a 

junior bond of € 1.4 billion and passed this on to Allianz AG as a 

subordinated loan. The junior bond is provided with a coupon of 

4.375 percent for the first twelve-year term and was issued at a 

rate of 98.923 percent, which corresponds to an annual yield of 

4.493 percent. This is a bond of unlimited duration, and cannot be 

recalled by Allianz AG until 2017. Attached to the bond are 11.2 

million warrants on shares of Allianz AG having a term of three 



years. Of these nine million were exercised in 2005; the proceeds 

from this increased equity by € 828 million. 

Reduction of non-strategic investments of Dresdner Bank: As part of 

the “All-in-One” transaction, Dresdner Bank sold its stock of 17.2 

million Allianz shares at € 88.75 per share to the investment bank 

JP Morgan. JP Morgan then placed these shares on the market in 

the form of an obligatory convertible bond. This structure enables 

the Allianz Group to benefit from a portion of Allianz AG‘s future 

share price appreciation.

In the third quarter of 2005, in connection with the purchase of the 

remaining RAS minority shares, a capital increase of € 1.1 billion was 

carried out. It took place from authorized capital and involved exclud-

ing shareholders’ subscription rights.

On September 11, 2005, Allianz AG announced its intention to 

merge Riunione Adriatica di Sicurtà S.p.A. (or “RAS”, and taken 

together with its subsidiaries, the “RAS Group”) with and into 

Allianz AG. This merger is part of a comprehensive transaction, 

resulting in the full acquisition of RAS by Allianz AG. In connec-

tion with this transaction Allianz AG will convert into a European 

Company (Societas Europaea or “SE”) and subsequently adopt 

the corporate name Allianz SE1). As a preparatory step, Allianz 

AG placed a voluntary tender offer to purchase all RAS ordinary 

shares and RAS savings shares it did not already own. The offer 

period began on October 20 and the acceptance period closed on 

November 23, 2005. Through this voluntary tender offer, Allianz 

AG purchased 139,719,262 RAS ordinary shares at a price of € 19 

per share and 328,867 RAS savings shares at a price of € 55 per 

share. As another preparative step of the merger, RAS will, prior 

to the effectiveness of the merger, contribute its business with 

the exception of the participation in certain foreign subsidiaries 

to a newly incorporated (in October 2005), wholly-owned Ital-

ian subsidiary that, subsequently to the merger, will continue the 

corporate name “RAS S.p.A.”. 

On December 15 and 16, 2005, the Board of Management of 

Allianz AG and the Board of Directors of RAS accomplished the 

merger plan for the merger of RAS with and into Allianz AG. This 

merger plan was notarially certified on December 16, 2005. On 

February 3, 2006, the extraordinary shareholders’ meetings of 

holders of RAS ordinary shares and holders of RAS savings shares 

and on February 8, 2006, the extraordinary shareholders’ meeting 

of Allianz AG agreed to the merger plan. Against the resolution 

of the shareholders’ meeting of Allianz AG regarding the agree-

ments to the merger plan and the capital increase to implement 

the merger, contestation suits have been filed. The entry of the 

merger in the commercial register of Allianz AG may only take 

place once the competent court rejects the lawsuits, or if such 

lawsuits are withdrawn or if the competent court rules finally 

and conclusively that the lawsuits do not prevent the entry of the 

merger in the commercial register (so-called “Freigabeverfahren”). 

We are confident that we will achieve the entry of the merger in 

the course of such release ruling. As a further prerequisite for the 

effectiveness of the merger and the accompanying conversion of 

Allianz AG into an SE, a procedure for the employee involvement 

in decisions of the Allianz SE must be conducted. We expect the 

merger to become effective in September 2006 at the earliest.

The exchange ratio for the remaining RAS shares is 3 Allianz 

AG shares for 19 RAS ordinary shares or 19 RAS savings shares. 

To implement the merger, the remaining RAS shares will be ex-

changed for Allianz AG shares through an increase of Allianz AG’s 

issued capital by up to € 64.3 million, which was approved by 

the extraordinary shareholders’ meeting on February 8, 2006. 

The capital increase will be accomplished by the issuance of up 

to 25,123,259 new registered no-par value Allianz AG shares. 

Allianz AG expects the cost of the entire transaction, including 

the voluntary tender offer, to be approximately € 5.9 billion. How-

ever, this amount may vary, depending upon the market price of 

Allianz AG shares at the time of the share exchange.

We



In our business, successful risk management means controlling 

risks in order to protect the financial strength of the Allianz Group 

and increase its value on a sustainable basis. Therefore, the Board 

of Management of Allianz AG formulates the business objectives 

and allocates the capital resources of the Allianz Group according 

to return on investment and risk criteria.

The Group Risk Committee monitors the capitalization and risk 

profile of the Allianz Group to ensure a reasonable ratio between 

these two criteria. Its role is to ensure comprehensive risk aware-

ness within the Allianz Group and to further improve risk control. 

It also provides timely information to the Board of Management 

of Allianz AG about risk relevant developments, sets risk limits, 

and is responsible for recommending and coordinating risk-con-

tainment measures. In 2005, we established a Group Insurance 

Risk Committee to support the Group Risk Committee in matters 

concerning property-casualty insurance. This committee is respon-

sible for updating our underwriting guidelines and monitoring the 

development of our property-casualty insurance portfolio.

Group Risk Control, which reports to the Chief Financial Of-

ficer, develops methods and processes for risk assessment and con-

trol on an Allianz Group-wide basis. An important instrument to 

assess the Allianz Group’s risk profile is our internal risk capital 

model. In 2005, we also introduced a system for systematic quali-

tative risk evaluation. On this basis, it forms an overview of local 

and global risks, derives the risk situation of the Allianz Group, 

and regularly informs management about the current situation. 

In addition, Group Risk Control ensures that the risk governance 

principles of the Allianz Group are fully adhered to and further de-

velops these principles. Group Risk Control is also responsible for 

the centralized monitoring of accumulation risk over all business 

lines, in particular with respect to natural disasters, market and 

credit risks. This structure ensures that we control our local and 

global risks equally and are not exposed to the danger of overall 

risk increasing unnoticed.

Within our risk governance policy, local units assume inde-

pendent responsibility for their own risk control, as ultimately, 

they have to respond quickly to risk changes in a market-oriented 

manner. At the same time, this independent responsibility enables 

operating units to meet the applicable legal requirements at their 

respective locations. In 2005, local risk monitoring was further 

accelerated. Our large operating entities have established local 

risk committees and risk control units managed by the Chief Risk 

Officer of the respective business unit and monitor local risks.

Investment risk management is implemented jointly with lo-

cal units as part of a structured investment process. The Allianz 

Group Finance Committee, which is comprised of the members 

of the Board of Management of Allianz AG, delegates broad deci-

sion-making authority to the regional Finance Committees, which 

monitor the activities in their respective regions or countries. 

These regional Finance Committees compile local investment 

guidelines for their particular locations. Operational responsibil-

ity for investment portfolios lies within the local units.

Insurance, banking and asset management are all heavily in-

fluenced by legal factors; legislative changes in particular have a 

primary influence on our activities. Legal risks also include major 

litigation and disputes, regulatory proceedings, and contractual 

clauses that are unclear or construed differently by the courts. 

Limitation of such legal risks is a major task of our Legal Depart-

ment, carried out with support from other departments. The ob-

jective is to ensure laws are observed, to react appropriately to all 

impending legislative changes or new court rulings, attend to legal 

disputes and litigation, and provide legally appropriate solutions 

for transactions and business processes. 

The Trend Assessment Committee is responsible for the early 

recognition of new risks. Their role is to study and evaluate 

changes that may have a significant impact on the Allianz Group’s 

risk situation. In 2005, we established a panel of experts con-

sisting of representatives from our insurance, banking and asset 

management segments, which is examining the possible effects of 

climate change on our business. Its task is to develop risk manage-

ment strategies and identify potential opportunities resulting from 

climate change. We also belong to the Emerging Risk Initiative of 

the CRO Forum’s task force, which examines methods to identify, 

analyze and manage potential risks. The task force is comprised of 

representatives from ten international insurance and reinsurance 

companies.

   The principle of independent risk over-

sight is well-established within the Allianz Group. There is a clear 

distinction between risk assumption (i.e. the responsibility for the 

business including associated risk management) and independent 

risk monitoring. The latter also analyzes alternative courses of ac-

tion and proposes recommendations to the Risk Committee and 

the Board of Directors or Board of Management of the local oper-

ating entity or Allianz AG, respectively.

   The Group Risk Policy establishes the minimum 

requirements that are binding for all operating units. Specific mini-

mum risk standards for our insurance, banking and asset manage-

ment segments translate these requirements into action. In 2005, 

we supplemented our risk guidelines with standards for address-

ing natural disaster risks. Such standards are implemented by the 

operating entities worldwide and are monitored on a regular basis 

by Group Risk Control through a structured process.



We manage our business activities through our re-

spective local entities. The most important parameters used in 

our risk-oriented controlling process are Economic Value Added 

(or “EVA”®) and risk capital. Risk capital is used to hedge against 

unexpected economic losses. In 2005, we used our internal risk 

capital model as input for the value-oriented management frame-

work of our insurance companies and Dresdner Bank. For asset 

management, we used a model based on a concept developed by 

the Standard & Poor’s rating agency.

Our internal risk capital model evaluates quantifiable risks 

within a set timeframe and calculates a potential loss. This model 

allows us to systematically evaluate internal data using methods 

based on the theory of probability. This process takes into account 

the special characteristics of our operating entities as well as the 

specific nature of their risks. The model is based on the value-at-

risk approach. Value-at-risk estimates the maximum loss which 

cannot be exceeded with a certain probability at a specified confi-

dence level within a set holding period. The capital we allocate to 

our operating entities in accordance with our internal risk capital 

model meets the requirements for the one-year target shortfall of 

an “A” rating from Standard & Poor’s. Diversification effects from 

balancing portfolio risks result in a capitalization of the Allianz 

Group equivalent to an “AA” rating from Standard & Poor’s. Risk 

balancing effects result from the fact that not all potential losses 

are realized at the same time. With the internal risk capital model, 

we are able to evaluate risks more precisely and optimize alloca-

tion of capital within the Allianz Group.

Our risk capital model quantifies the following risk categories:

  Possible losses caused by changes in interest rates, 

exchange rates, share prices and other relevant market prices 

(such as raw materials);

  Possible losses caused by the inability to pay or a 

downgrade in the credit rating of debtors or counterparties;

Unexpected financial losses from the sale of in-

surance protection; and

  Cost and lapse risks, as well as operational risks, 

i.e. risks associated with external events or arising from insuf-

ficient or failing internal processes, procedures and systems.

There are certain risks that cannot be quantified in our risk capital 

model. For these risks, we pursue a systematic approach with 

regard to identification, analysis, assessment and monitoring. The 

assessment is based on qualitative criteria or using scenario analy-

ses. For example, these risks include:

   These are risks that the business is unable to 

meet its current or future payment obligations in full or on a 

timely basis. These risks also include risks that, in the event of 

a liquidity crisis, refinancing funds could only be obtained at 

higher market rates (refinancing risk) or assets could only be 

sold at lower market prices (market liquidity risk).

   Unexpected losses due to a loss of reputa-

tion of our subsidiaries or the Allianz Group. Reputational risks 

derive from Allianz Group actions, transactions or products. 

They may be caused by or result from losses in other risk cate-

gories.

  We monitor and manage credit risks with a limit 

system that is applicable for the entire Allianz Group. The limit 

system aggregates major risks of Allianz Group-wide significance 

from credit insurance, lending and our capital investments and 

serves as the basis for controlling the risk on an Allianz Group-

wide basis in detecting credit risks at an early stage. In 2005, 

this system assisted in identifying critical developments at an 

early stage and making adjustments accordingly. The number of 

counterparties monitored by the limit system was significantly 

increased in 2005, and we also reinforced the automation of our 

internal reporting on credit risk and improved our procedures (for 

example, in relation to reducing risks in a crisis situation).

In addition to risk capital analyses, we also carry out 

stress tests, which act as early-warning indicators to secure exter-

nal capital requirements. This affects capital requirements from 

the viewpoint of our supervisory authorities and rating agencies.

You will find detailed information about risk management in the 

insurance, banking and asset management business in the Allianz 

Group‘s attached Report and Accounts for 2005.



Supervisory authorities and rating agencies are additional risk 

monitoring bodies. Supervisory authorities stipulate the minimum 

precautions and capital requirements that must be accounted for 

in individual countries and on an international level. Rating agen-

cies determine the relationship between the required risk capital 

of a company and the available safeguards. In their evaluation 

of capital resources, rating agencies include equity shown in the 

balance sheet, minority interests and other items representing ad-

ditional securities in times of crisis. At December 31, 2005, this 

total was at a level that corresponds to our current ratings. At 

December 31, 2005, the financial strength of the Allianz Group 

was rated by Standard & Poor’s as “AA–” (outlook stable), by 

A. M. Best as “A+” (outlook stable), and by Moody’s as “Aa3” 

(outlook stable).

We will continue to strengthen our risk management system in 

2006. For example, we will introduce standards for underwriting 

large insurance risks and for developing and marketing new prod-

ucts. We will complete the analytical model for our life insurance 

business and introduce the limit system for natural disaster risks. 

In addition, we will continue to make progress in our project to 

evaluate derivatives on the basis of an Allianz Group-wide uniform 

IT system. We will also strengthen and clarify our guidelines for 

handling derivatives.

We are monitoring the Solvency II Project to prepare for the 

anticipated changes to the European insurance solvency require-

ments. In particular, we are continuously improving the method-

ology of our internal risk model to meet future requirements on 

internal models (Solvency II).

In order for the risk management at Dresdner Bank to continue 

to meet the highest standards, we are continually refining and 

optimizing our internal bank risk assessment procedures, includ-

ing data entry and associated processes (Basle II). Dresdner Bank 

is implementing, on schedule, the supervisory requirements of 

the Capital Accord of Basel II and the related German implement-

ing regulation, the Solvency Regulation (Solvency Order/SolvV). 

Dresdner Bank is targeting to implement advanced approaches by 

applying the Advanced IRB Approach for credit risks and the AMA 

for operational risks. Dresdner Bank already uses a comparable 

process for its internal risk management. 

Finally, Dresdner Bank will introduce in 2006 a new validation 

process for its rating process, which will meet growing internal 

and external demands.

The customer orientation, commitment and professionalism of its 

employees have helped the Allianz Group reach the position it 

is in today. The personnel work the Allianz Group undertakes 

helps employees achieve this high standard on two levels. The 

responsibility for all operational personnel questions lies with 

local branches. Comprehensive and strategic areas of personnel 

policy are dealt with through global cooperation, led by the Goup 

Center.

We foster a corporate culture that is just as focused on globalism 

as it is on performance and client service. This includes identifying 

future managers within the Group to fill executive and specialist 

positions and providing them with further systematic training. 

Only this way will we continue to be an attractive employee for 

talented individuals both inside and outside Allianz.

In 2003 we created a set of unified global management prin-

ciples, our “Leadership Values”. These are aimed at fostering a 

management culture and culture of excellence in the case of both 

clients and employees. Year after year we test to see if these Lead-

ership Values are effective within Allianz, and if so, in what ways. 

Once again, the improved results from the last questionnaire in 

October 2005 show that these management principles are serving 

as effective guidelines to the Allianz Group’s executive workforce 

worldwide. The 3+One Initiatives first addressed in 2005 are be-

ing supported and implemented by management over a wide range 

of areas. 

As the Group‘s reinsurer, Allianz AG participates in the premium 

income and earnings performance of the Group‘s subsidiaries and 

affiliates. Since we are currently counting on stable reinsurance 

conditions, we anticipate that premiums for the business year 

2006 will remain stable at the level of the reporting year.

In respect of renewals for 2006, we have had to make adjust-

ments to certain rates and terms as a response to market changes, 

although these remained passable. We are counting on a substan-

tial, positive underwriting profit for fiscal 2006 (before equaliza-

tion reserve). 

For 2006 we anticipate investment earnings in the amount of the 

profit returned in fiscal year 2004, if the current positive trend 

in the financial markets continues. In the reporting year invest-



The Board of Management and the Supervisory Board propose that 

the unappropriated earnings of Allianz AG for fiscal 2005 in the 

amount of € 820,000,000 be appropriated as follows:

Distribution of a dividend of € 2.00 per eligible share: 

€ 811,231,930; and

Allocation of € 8,768,070 to other appropriated retained earn-

ings.

The recommendation for appropriation of earnings takes into 

account own shares held directly or indirectly by the company, 

which in accordance with the German Stock Corporation Act 

(clause 71 b AktG) are not entitled to receive a dividend. Further 

purchases or sales of own shares during the period prior to the 

Annual General Meeting may increase or decrease the number of 

shares eligible for dividends. In this case, an amended proposal 

for the appropriation of profit based upon an unchanged dividend 

in the amount of € 2.00 per eligible share will be submitted to the 

Annual General Meeting for ratification.

Munich, February 10, 2005

Allianz Aktiengesellschaft

ment earnings were determined by high-value special items, which 

means they are of little use as a reliable benchmark for our fore-

casts. 

For information about subsequent events, please refer to the Notes 

to this Annual Report on page 39. As always, estimates are subject 

to the following disclaimer. 

Certain of the statements contained herein may be statements of future 

expectations and other forward-looking statements that are based on 

management’s current views and assumptions and involve known and 

unknown risks and uncertainties that could cause actual results, perfor-

mance or events to differ materially from those expressed or implied in 

such statements. In addition to statements which are forward-looking by 

reason of context, the words “may”, “will”, “should”, “expects”, “plans”, 

“intends”, “anticipates”, “believes”, “estimates”, “predicts”, “potential”, 

or “continue” and similar expressions identify forward-looking statements. 

Actual results, performance or events may differ materially from those in 

such statements due to, without limitation, (i) general economic condi-

tions, including in particular economic conditions in the Allianz Group’s 

core business and core markets, (ii) performance of financial markets, in-

cluding emerging markets, (iii) the frequency and severity of insured loss 

events, (iv) mortality and morbidity levels and trends, (v) persistency lev-

els, (vi) the extent of credit defaults (vii) interest rate levels, (viii) currency 

exchange rates including the Euro-U.S. dollar exchange rate, (ix) chang-

ing levels of competition, (x) changes in laws and regulations, including 

monetary convergence and the European Monetary Union, (xi) changes in 

the policies of central banks and/or foreign governments, (xii) the impact 

of acquisitions, including related integration issues, (xiii) reorganization 

measures and (xiv) general competitive factors, in each case on a local, 

regional, national and/or global basis. Many of these factors may be more 

likely to occur, or more pronounced, as a result of terrorist activities and 

their consequences. The company assumes no obligation to update any 

forward-looking information contained herein.
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