


ALLIANZ GROUP 2003  Change from 2002 2001 2000 1999 1998 More
previous year details
in % on page
Earnings
Earnings before taxes" €mn 2,528 - -1,309 1,768 4913 4,804 4,910 44
Property/casualty insurance €mn 5,509 -271 7,554 2,409 3,899 3,639 3,747 48
Life/health insurance €mn 757 - -91 412 1,626 1,229 1137 64
Banking Business €mn -2,200 431 -1,537 227 124 56 - 75
Asset management €mn -103 -68.7 -329 -393 45 108 98? 80
Taxes €mn -130 = 768 861 -176 -1,513 -1,920 154
Minority interest in earnings €mn -782 13.7 -688 -1,044 -1,277 -974 -814 139
Net income €mn 1,616 = -1,229 1,585 3,460 2,317 2,176 44
Total premium income €bn 85.0 2.8 82.7 75.1 68.7 60.6 51.0 44
Net revenue from banking €bn 6.5 -139 76 39 0.2 0.2 - 44
Net revenue from asset management €bn 2.2 -2.8 2.3 2.0 1.1 0.5 - 44
Balance sheet
Investments €bn 295 33 285 345 281 271 240 130
Trading assets €bn 146 171 125 128 - - - 134
Receivables €bn 321 16.7 275 301 35 3] 39 132
Shareholders’ equity €bn 29 31.9 22 32 36 30 25 104
Minority interest in equity €bn 8 0.6 8 17 16 13 12 139
Participation certificates, subordinated liabilities €bn 12 = [[E37/ 14 12 1 1 1 139
Insurance provisions €bn 311 1.9 306 300 285 268 238 141
Liabilities €bn 333 170 285 313 15 14 16 143
Balance sheet total €bn 936 9.8 852 943 440 an 364 102
Return
Return on equity after taxes % 6.4 - -4.6 47 10.6 85 9.8 45
Return on equity before amortization of goodwill % 12.1 - -03 71 121 10.2 109 45
Per share
Earnings per share € 4.77 - -4.44 571 1232 8.29 787 27
Earning per share before amortization of goodwill € 8.92 - -0.24 8.62 14.09 10.03 8.76 29
Dividend per share € 1.50 - 1.50 1.50 1.50 1.25 112 28
Dividend payment €mn 551 473 374 364 367 307 276 28
Share price at year-end? € 100.1 23.9 80.8 2371 355.3 2977 282.1 26
Market capitalization at year-end” €bn 36.7 66.8 220 64.2 98.0 81.8 776 27
Other
Employees 173,750 -43 181,651 179,946 119,683 113,472 105,676 92
Assets under management €bn 996 0.7 989 1126 700 382 343 80
11997 without IAS SIC 12 and SEC adjustment
? Including banking business
¥ Adjusted for capital measures (capital increase)
 Excluding treasury shares
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Allianz at a glance

Allianz is one of the leading global services providers in insurance, banking and asset management. We serve our customers in

more than 70 countries. The solidity, service and competence of our Group are backed by the commitment of close to 174,000

employees worldwide.

In 2003, we focused our efforts on the following activities: we strengthened our capital base, improved our operating profi-

tability and reduced the complexity of our business portfolio. The progress we made is considerable.

PROPERTY AND CASUALTY INSURANCE

LIFE AND HEALTH INSURANCE

Premium income from property and casualty insurance was up 0.3 per-
cent to 43.4 billion euros. Before currency and consolidation effects,
growth came to 4.0 percent. This represented 50.2 percent of total rev-
enues. The combined ratio decreased 8.7 percentage points to 97.0 per-
cent. Net income of the segment came to 4.5 billion euros.
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In life and health insurance, total revenues increased 5.3 percent to 42.3
billion euros. Before currency and consolidation effects, growth even
came to 10.9 percent. The share of premium income from investment-ori-
ented products amounted to 51.1 percent. The success of our cost-cutting
efforts is also reflected in the expense ratio, which - in relation to total
net premiums earned - once again improved considerably to 7.9 (10.0)
percent. Investment income rose from 7.4 to 9.8 billion euros. We posted
a net loss of 48 million euros for the year, compared to net income of 19
million euros in the previous year.

Development of the expense ratio in %
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Segment overview

BANKING BUSINESS

Aided by rising stock prices and the gradual recovery of the economy, we
significantly improved the operating result by 1.6 billion euros. Loan loss
provisions fell to half the prior-year figure. We also made substantial
progress in cost management: administrative expenses dropped by 1.2
billion euros, and the operating cost-income ratio declined from 96.7 to
90.3 percent. However, restructuring measures had a substantial impact
on the non-operating result, so that the segment posted an overall loss of
1.3 billion euros for the year.

Development of the operating cost-income ratio in %
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ASSET MANAGEMENT

Allianz is one of the five leading asset managers in the world. Net inflows
to assets under management for third-party investors reached 25 billion
euros. The gradual depreciation of the U.S. dollar in the course of the
year diminished the true dimension of these inflows, which grew by only
1 percent in euro accounts to 565 billion euros. The operating result
amounted to 733 million euros. After deduction of acquisition-related
expenses as well as taxes and minority interests, the segment posted a
loss of 270 million euros, which was less than we had expected.

Investment structure by segments €399 bn
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LETTER TO THE SHAREHOLDER 1
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When I took over as chairman of your company on May 1, 2003, the day after our Annual General Meet-
ing, your outspoken criticism of our disappointing results was still ringing in my ears. Equally great was
the disappointment among those investors with whom my colleagues and I had already met before the
General Meeting in order to convince them of the appropriateness of the planned capital increase. I could
understand your discontent and I take this message very seriously.

My colleagues on the Board of Management and I know that there is no task more important for the
management team, our employees and myself than to restore the stability of the company and to bring
it back into the league of the most respected international financial services providers. That is why we
promised you at that time that we would not shy away from making hard, unpleasant changes. As
Allianz shareholders, you must be able to rely on the company to grow its earnings and revenues so that
your investment will generate solid, sustainable profits.
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By proposing a capital increase, we asked you to support us in this process. And you agreed. [ hope that
you are satisfied with your decision and the results that the company has achieved since then. We are
back in the black, and our share price has followed the upturn in our earnings. At the end of the year,
the Allianz share broke through the 100-euro threshold.

Although the Company is much stronger today than it was in the crisis year 2002, and we are cer-
tainly pleased to have reached the first milestone on the path to sustainable, profitable growth, it must
also be said that we have been helped not only by the indisputable operating improvements but also by
the recovery of the financial markets.

Nevertheless we have made considerable progress. The risk position has clearly improved. Our fi-
nancial position has stabilized. Our business models have been strengthened. Allianz is again winning
respect. And each day, we are working with greater momentum.

That is directly attributable to our nearly 174,000 employees world-wide as well as to our agents and
to our business partners. To all of them, [ would like to express my sincere thanks for their outstanding
effort and their trust. The business success of 2003 also demonstrates the ability of the company as a
whole to carry out the decisions that were necessary to restore its competitiveness. At the same time,
the turnaround in the earnings performance shows that, while Allianz continues to face great challenges,
it already has the necessary potential that will continue to make it attractive in the future.

After the loss in 2002, which was one of the worst years in our proud history, we generated a profit
of 1.6 billion euros. At the end of the year, our market capitalization stood at 36.7 billion euros. In view
of this turnaround, we propose to distribute a dividend on each ordinary share in the same amount as
last year. Due to the higher number of Allianz shares, the dividend payout will increase 47 percent to
551 million euros.

Since we live in an age where simple numbers have lost much of their meaning as indicators of success,
[ would like to explain to you the crucial components of our results and to point out what they mean for
the future of the company.

The fundamental improvements stem from the efficiency gains in all four business segments and in
essentially all Group companies. Cost savings in the reporting year alone came to an impressive 2.4 bil-
lion euros. This development is important because its effects are for the most part long lasting. Its true
significance is borne out by the fact that it is now, in the first quarter of 2004, already becoming more
difficult to impose rate increases for all our products. By way of price adjustments and a very disciplined
underwriting policy, mainly in the property and casualty business, we were able to bring down the claims
ratio worldwide. This trend was also supported by a favorable loss experience. In asset management and
at Dresdner Bank, we significantly improved the cost-income ratio, even though the overall earnings per-
formance of the bank did not meet our expectations. Nevertheless, the progress in the operating busi-
ness of Dresdner Bank is considerable, in view of where we started. In addition, Dresdner Bank’s bal-
ance sheet has been adjusted in material areas to reflect the current risk environment. But the results
also show very clearly that we still have some distance to go. In view of the improvements already visi-
ble at this time, I am convinced that the implementation of the “New Dresdner” program will be suc-
cessful as planned and the bank will again earn its cost of capital in 2005.

There are two additional aspects that are important for understanding the results of 2003. First of
all, in life and health insurance we had to absorb retroactive changes in the German tax law. At the same
time, we cleaned up the balance sheet by taking an unscheduled write-down on our South Korean life
insurer. And secondly we succeeded, along with improving profitability and the risk profile of our business
portfolio, in once again increasing our market share in a number of important markets.
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The uncompromising implementation of the “Three Plus One” program by 2005 is the most important
task for our management team, for every individual employee of Allianz, and for me. This “Three Plus
One” program includes four initiatives designed to promote our business model and to achieve sustain-
able, profitable growth. Three of these initiatives are primarily aimed at restoring our financial strength
by protecting and strengthening our capital base, by substantially improving operating profitability and
by reducing complexity. The fourth point of the program has farther-reaching implications. With this
point, we are focusing on the fundamental strengthening of our competitiveness and increasing value
with the aim of regaining our position as one of the world’s leading financial services providers. In the
“Strategy” chapter on pages 22 and 23 of this Annual Report, we outline the progress we have made in
this endeavor during the reporting year.

For me personally, the continuing development of our corporate culture is extremely important. I want to
see us work together as a team, to be truly customer-focused and to offer the best products. Furthermore,
[ would like for us to concentrate on the right businesses and markets and to work efficiently in every re-
spect. To this end, we have built up our team noticeably in many key positions of the Allianz Group be-
cause only that will enable us to be really at the top of the international financial services market. That
is why we introduced binding “Leadership Values” worldwide in the reporting year. As benchmarks for
orientation and evaluation, they are designed to promote a corporate culture that is based on commit-
ment to implementation, team work and customer orientation.

The path to further strengthen our financials is outlined in the first three points of the “Three Plus One”
program. But can we maintain profitable growth beyond that? Yes, I think so, and I will give two rea-
sons why [ am so certain of that.

First of all, demographic and economic data show without a doubt that the era in which everyone
could count on an adequate state pension is coming to an end. Reflecting the paradigm shift, the public
debate about the future of our social security systems started very late, but it has now moved to the top
of the agenda all across Europe. Our broad-based study “Life Goals” reveals that people are very much
interested in long-term financial planning and want a financial services provider whose advice they can
trust over a long period of time. If we analyze the business environment of financial services providers,
one thing becomes clear: almost everything indicates that this industry stands at the beginning of a growth
cycle rather than at the peak of its maturity. When it comes to your company, Allianz, [ am absolutely
certain that this is so. Our local companies are trusted partners of their customers because they stand for
strength and solidity in their markets.

My optimism also stems from the fact that, in one Group, we have everything that is needed for a
successful insurance, private pension and asset management business, including the strategic asset of
Dresdner Bank. We have the right strategies and are committed to execute them. We have the resources
to implement these strategies, including solid and well-positioned operating units worldwide, motivated
and committed employees, capital, customer-oriented multi-channeled distribution organizations, and
product development capacities that combine our expertise in insurance and financial markets. Finally,
the last few years have given us the added experience that will help us to capitalize on these strengths.
In that pursuit, we are guided by the following insights.

3
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We must earn trust, customer by customer, project by project, and day after day.

We know that the preoccupation with sheer size can become the enemy of excellence.

Our strategy also includes the ability to say no, in those cases where the balance between risk and
earnings is no longer acceptable.

We limit and control the overall risk and make full use of all value drivers in our sphere of influence
to generate a sustainable profit.

We are guided not just by our internal benchmarks; we are also determined to become the best in
our industry. In a time of great uncertainty, we want Allianz to be the one brand that stands for trust.
That is an ambitious goal, particularly in view of declining guaranteed interest rates and profit partici-
pation, and the positioning of Allianz to create more value for you, the owners of this company. And yet,
this goal can be reached if we continue to strive relentlessly for efficiency and to motivate our outstanding
employees, agents and intermediaries.

There is still a lot of work ahead of us, if we wish to make use of all the possibilities. But I believe in the
ability of our people to develop business opportunities and execute them, and [ feel the strong change
in attitude since the outbreak of the crisis. Your company has become “hungrier” and more enterprising.
We want to be the leading international financial services provider for insurance, private pensions and
asset management; we want to be the company that people really trust. Please stay with us on this path
and keep your faith in Allianz. [ am confident that our business model will stand the test of time and
that our actions will increase the value of your investment in this company.

Jn‘hcw'«—\) Q<.

Michael Diekmann
Chairman of the Board of Management
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Ladies and Gentlemen,

In the course of 2003, the members of the Supervisory Board dealt in depth with the situation of the company, against
the background of a continuing difficult economic environment. We advised the Board of Management with respect
to the management of the company, oversaw its conduct of business and were directly involved in decisions of fun-
damental importance.

The Supervisory Board held four meetings during the reporting period. Between meetings, the Board of Manage-
ment informed us in writing on important matters. In addition, the Chairman of the Super-
visory Board was kept up-to-date on major developments and decisions.

The Board of Management regularly provided us with timely, comprehensive infor-
mation on the economic and financial development of the Allianz Group, including the
risk situation, important business transactions and corporate strategy. We discussed in
detail the company planning for the year 2004 and asked for explanations of the devia-
tions in the course of business from the stated plans and objectives.

Improvement of the operating result and strengthening of the capital base Our delibera-
tions were centered on the measures taken by the Board of Management to improve
operating profitability.

In all meetings, the Board of Management informed us about the development of
the Group’s revenues and earnings, developments in the individual business segments
and the financial situation. We were able to ascertain that operations were improved in
all business areas, in some cases significantly.

In several meetings, the Group’s capital resources were discussed. In April 2003, we
approved the capital increase with subscription rights for the shareholders. In a difficult
market context, this increase was successfully completed with proceeds of 4.4 billion
euros, thereby strengthening the company’s equity base and securing the Group’s high rating.

To reduce the dependency of the company’s shareholders’ equity and earnings on fluctuations in the capital mar-
kets, the Board of Management substantially reduced the share of equity investments. Among others, this was done
through a significant reduction of the shareholdings in Miinchener Riickversicherungs-Gesellschaft AG (Munich Re)
and Beiersdorf AG. The Supervisory Board considers these measures to be appropriate.

Successful restructuring efforts In two special reports, we were given detailed information about the progress in the
implementation of the turnaround program at Dresdner Bank. We noted that important intermediary objectives towards
restoring the profitability of the bank had already been achieved. We were also able to ascertain that the integration
of the bank into the Allianz Group has made good progress. In this context, we were informed of the merger of the IT
service activities of Allianz and Dresdner Bank, which are now combined in AGIS Allianz Dresdner Informations-
systeme GmbH.

The previously launched program to improve the business performance of the French AGF Group was also pur-
sued with increasing intensity. We will closely monitor its further progress.

In addition, the ongoing success of the restructuring of the Group’s U.S. company Fireman’s Fund was presented
to us. The same applies to Allianz Global Risks Riickversicherungs-AG, the company that controls the Group’s indus-
trial insurance business.

Other topics of discussion The Board of Management presented its “Three Plus One” program to us, which summa-
rizes the Group’s objectives and initiatives through 2005. The program calls for strengthening the capital base of the
company, improving its operational profitability, making its structures less complex and bringing about a sustainable
increase of its value. To reach the latter objective, the Holding makes growth capital available to its Group companies.
One of the essential criteria for allocating capital is a company’s ability to make a lasting contribution to the Group’s
economic value added.
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We followed and approved the restructuring of the relations between Allianz and Miinchener Riickversicherungs-
Gesellschaft (Munich Re). We acknowledged the dismantling of the cross-holdings and the fact that the principles of
cooperation, which had applied for decades, were rescinded.

We obtained a status report on the lawsuit filed in connection with the settlement of the World Trade Center loss.
We critically examined the effects of the tax bill presented by the German Federal Government on the life insurance
business. In addition, we welcomed the Board of Management’s decision to relaunch the stock purchase plan for em-
ployees of the Allianz Group in 2003. More than 33,000 employees in 22 countries have accepted this offer and ac-

quired a total of about 965,000 Allianz shares at preferential conditions.

Committees of the Supervisory Board of Allianz AG
As of December 31, 2003

CHAIRMAN OF THE SUPERVISORY BOARD

Dr. Henning Schulte-Noelle

DEPUTY CHAIRMAN OF THE SUPERVISORY BOARD
Norbert Blix

AUDIT COMMITTEE

Dr. Manfred Schneider (Chairman)
Dr. Gerhard Cromme

Prof. Dr. Rudolf Hickel

Frank Ley

Dr. Henning Schulte-Noelle

PERSONNEL COMMITTEE
Dr. Henning Schulte-Noelle (Chairman)
Norbert Blix

Dr. Gerhard Cromme

STANDING COMMITTEE

Dr. Henning Schulte-Noelle (Chairman)
Norbert Blix

Dr. Gerhard Cromme

Peter Haimer!

Dr. Manfred Schneider

MEDIATION COMMITTEE

Dr. Henning Schulte-Noelle (Chairman)
Norbert Blix

Hinrich Feddersen

Prof. Jirgen E. Schrempp

Corporate Governance and Declaration of Compliance We dis-
cussed in depth the implementation of the recommendations of
the German Corporate Governance Codex and the effects of the
U.S. Sarbanes-Oxley Act on the Allianz Group. In December
2003, the Board of Management and the Supervisory Board
signed the annual Declaration of Compliance with the German
Corporate Governance Codex. This statement confirms that the
Allianz Group complies with the recommendations of the code,
with two exceptions.

In the December meeting, we examined the efficacy of our
work in the absence of the Board of Management. The subjects
of our examinations were, in particular, the timely transmission
of comprehensive information to the Supervisory Board, its com-
position and organization, and the flow of information between
the committees and the plenary meeting.

More detailed information on corporate governance within
the Allianz Group can be found in the report on pages 10 to 13
of the present Annual Report. That report was jointly approved
by the Board of Management and the Supervisory Board. Detailed
information on this subject is also available at the Allianz web-
site at www.allianzgroup.com/corporate-governance. Informa-
tion on the measures taken to implement the provisions of the
Sarbanes-Oxley Act can also be found at that location.

Activities of the committees The members of the Supervisory
Board formed the Audit Committee, the Standing Committee,
the Personnel Committee and the Mediation Committee as
called for by the German Codetermination Act. The current com-
position of the committees is shown on the accompanying list.
At its four meetings held in the course of the year, the Stand-
ing Committee primarily addressed the capital increase with
shareholder subscription rights as well as questions of corporate
governance. The Personnel Committee also convened four times.
It dealt with personnel matters of the members of the Board of

Management and the structure and amount of the remuneration of the Board of Management, as well as the deter-
mination of the variable and stock-related remuneration components. There was no need for the Mediation Committee

to convene.

The Audit Committee held five meetings in the course of 2003. In the presence of the auditors, it discussed the
annual financial statements of Allianz AG and of the Group, the audit reports and the 20-F filing required in the U.S.A.
It also examined the quarterly reports and dealt with the assignment of the mandate to the Auditor and setting prior-
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ities for the Audit. Other subjects of the deliberations of the Audit Committee were ascertaining the independence of
the Auditor and the implementation of further dispositions of the Sarbanes-Oxley Act. The Supervisory Committee ap-
pointed the chairman of the Audit Committee, Dr. Manfred Schneider, as Audit Committee Financial Expert in accor-
dance with the purpose of this law.

The Supervisory Board was regularly informed about the work of the Committees.

Annual accounts and consolidated financial statements KPMG Deutsche Treuhand-Gesellschaft AG Wirtschaftspriifungs-
gesellschaft, Munich, audited the financial statements of Allianz AG and the Allianz Group as well as the respective
management reports and issued their certification without any reservations. The consolidated financial statements were
prepared in accordance with the International Financial Reporting Standards (IFRS). The independent auditors have
confirmed that the consolidated financial statements and the management report meet the conditions required to ex-
empt the company from its obligation to prepare consolidated financial statements in accordance with German law.

The financial statements and the auditor’s reports submitted by KPMG were made available to all members of the Super-
visory Board in due time. These documents were discussed in depth by the Audit Committee on March 5, 2004, as well
as by the Supervisory Board at a meeting held for this purpose on March 17, 2004. The independent auditors participated
in these discussions. They presented the results of the audits and were available to provide supplementary information.

On the basis of our own review of the financial statements of Allianz AG and the Allianz Group, the correspon-
ding management reports and the recommendation for appropriation of profit, we concurred with the findings of the
audit by KPMG and approved the financial statements of Allianz AG and the Allianz Group prepared by the Board of
Management. The Supervisory Board hereby adopts the individual accounts. We consent to the appropriation of earn-
ings as proposed by the Board of Management.

Members of the Supervisory Board and the Board of Management The five-year mandate of the members of the Super-
visory Board elected in 1998 ended with the General Meeting on April 29, 2003. A new Supervisory Board was elected
for the term of office from 2003 to 2008. For reasons of age, Dr. Klaus Liesen was not available for re-election. In addi-
tion, Ms. Roswitha Schiemann as well as Messrs. Dr. Uwe Haasen, Horst Meyer, Uwe Plucinski, Reinhold Pohl, Jorg
Thau and Dr. Bernd W. Voss departed from the Supervisory Board.

Mr. Jiirgen Dormann resigned his mandate as member of the Supervisory Board with effect from the end of the An-
nual General Meeting on May 5, 2004. Mr. Dormann’s seat on the Board will be filled by Dr. Albrecht Schifer as elected
substitute member.

We thanked the departing members for their constructive and trusting collaboration in our body during the past
term of office. Our special thanks go to Dr. Liesen, who was a member of the Supervisory Board for almost two decades
and presided as its judicious and highly respected chairman for seven years.

At the constitutive meeting of the new Supervisory Board in April 2003, Dr. Henning Schulte-Noelle was elected
as its chairman and Mr. Norbert Blix as its deputy chairman.

For reasons of age, Dr. Horst Miiller retired from the Board of Management on December 31, 2003. He had been
responsible for Group Financial Risk Management. This function will be assumed at Group level by Dr. Perlet in addi-
tion to his present responsibilities. We expressed our thanks to Dr. Miiller for the committed work he performed for
many years at Dresdner Bank and, since 2001, also at Allianz.

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 personal effort and commitment.

Munich, March 17, 2004
For the Supervisory Board:

Dr. Henning Schulte-Noelle
Chairman
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Supervisory Board

DR. HENNING SCHULTE-NOELLE  since April 29, 2003 MARGIT SCHOFFER  since April 29, 2003
Chairman Employee, Dresdner Bank AG

Former Chairman of the Board of Management Allianz AG
DR. HERMANN SCHOLL

NORBERT BLIX Chairman of the Supervisory Board Robert Bosch GmbH
Deputy Chairman since April 29, 2003 .
. ) PROF. JURGEN E. SCHREMPP
Employee, Allianz Versicherungs-AG ] )
Chairman of the Board of Management Daimler Chrysler AG
DR. WULF H. BERNOTAT  since April 29, 2003
Chairman of the Board of Management E.ON AG
MEMBERS WHO RESIGNED DURING THE PERIOD

all as of April 29, 2003

DR. DIETHART BREIPOHL
Former member of the Board of Management Allianz AG
DR. UWE HAASEN
BERTRAND COLLOMB .
] ) o Former member of the Board of Management Allianz AG
Président du Conseil d’Administration Lafarge
DR. KLAUS LIESEN
DR. GERHARD CROMME )
. . Chairman
Chairman of the Supervisory Board ThyssenKrupp AG ) )
Chairman of the Supervisory Board E.ON AG
JURGEN DORMANN until May 5, 2004

Chairman and CEO, ABB Ltd.

HORST MEYER
Employee, Euler Hermes Kreditversicherungs-AG

CLAUDIA EGGERT-LEHMANN  since April 29, 2003

UWE PLUCINSKI
Employee, Dresdner Bank AG

Employee, Dresdner Bank AG

HINRICH FEDDERSEN
) ) REINHOLD POHL
Member of the Federal Steering Committee . .
) } ) } Employee, Allianz Immobilien GmbH
ver.di - Vereinte Dienstleistungsgewerkschaft
ROSWITHA SCHIEMANN
PETER HAIMERL _ )
Branch Manager, Allianz Versicherungs-AG
Employee, Dresdner Bank AG
JORG THAU
PROF. DR. RUDOLF HICKEL ) ) ,
] Employee, Allianz Private Krankenversicherungs-AG
Professor of finance
) ) ) DR. BERND W. VOSS
PROF. DR. RENATE KOCHER since April 29, 2003 .
) ) ) Deputy Chairman
Chairman Institut fir Demoskopie Allensbach )
Member of the Supervisory Board Dresdner Bank AG
FRANK LEY

Employee, Allianz Lebensversicherungs-AG

KARL NEUMEIER  since April 29, 2003

Employee, Allianz Versicherungs-AG

HERBERT PFENNIG since April 29, 2003
Employee, Dresdner Bank AG

SULTAN SALAM  since April 29, 2003
Employee, Dresdner Bank AG

DR. MANFRED SCHNEIDER
Chairman of the Supervisory Board Bayer AG



Board of Management

MICHAEL DIEKMANN
Chairman of the Board of Management,
since April 29, 2003

DR. PAUL ACHLEITNER

Group Finance

DETLEV BREMKAMP

Europe Il

JAN R. CARENDI
since May 1, 2003,

Americas

DR. JOACHIM FABER

Allianz Dresdner Asset Management

DR. REINER HAGEMANN
Europe |,

Director responsible for Labor Relations

DR. HELMUT PERLET
Group Controlling, Accounting,

Taxes, Compliance

DR. GERHARD RUPPRECHT
Group Information Technology,

Life Insurance Germany

DR. HERBERT WALTER
since March 19, 2003,
Allianz Dresdner Banking

DR. WERNER ZEDELIUS
Growth Markets

BOARD OF MANAGEMENT

MEMBERS WHO RESIGNED
DURING THE PERIOD

DR. BERND FAHRHOLZ
until March 25, 2003,

Allianz Dresdner Banking

DR. HORST MULLER
until December 31, 2003,

Group Financial Risk Management

DR. HENNING SCHULTE-NOELLE
until April 29, 2003,

Chairman of the Board of Management
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We take our responsibility for good management and control very

ser iOUSlY. To meet our goal of sustainable, transparent and efficient corporate governance, we continually

incorporate current developments into the improvement process. This applies to the work of the Board of

Management and the Supervisory Board as well as to questions of financial reporting and disclosure.

The requirements of good corporate management and control
continued to be one of our foremost concerns in 2003. We want
to make our decision-making and control structures highly trans-
parent and efficient. In this pursuit, the Board of Management
and the Supervisory Board cooperate closely and in a climate of
mutual trust. We always disclose information relevant to our
company in a timely manner, and we regularly report on our
corporate structure, business developments and financial situa-
tion. The consolidated financial statements, as well as our quar-
terly reports, are established in accordance with international
accounting standards. We offer our shareholders the possibility
of following our Annual General Meeting on the Internet and
to exercise their voting rights by proxy instruction.

In the past twelve months, corporate governance continued
to be the subject of intense public debate. Increasingly, the de-
bate has focused on individual details, particularly the question
of remuneration for the members of corporate organs. At times,
this gave rise to the impression that good corporate governance
hinged on only this criteria. But Allianz is convinced that respon-
sible management and control require a comprehensive approach
that must take into account a multitude of aspects.

The central elements of our understanding of corporate gov-
ernance are explained in this Annual Report. On pages 14 to 16
we comply with the demand for a transparent presentation of
the remuneration for the Board of Management and the Super-
visory Board by presenting a detailed remuneration report.

German Corporate Governance Code and Declaration
of Compliance

On May 21, 2003, the German Corporate Governance Code
was enhanced by a decision of the competent commission of
the German Government. An essential part of the revision deals
with the remuneration of the Board of Management. In section
4.2 of the Code, the following recommendations were added:

_ individualized reporting of the remuneration for the Board of
Management,

_ an upper limit for stock options,

_ publication of the value of stock options,

_ publication of the system of remuneration on the Internet and

_information to the Annual General Meeting concerning the
basic structure of the system of remuneration.

The Code now also recommends individualized reporting for
the remuneration of the Supervisory Board. The new version of
the Code was applicable for the first time to the annual Decla-
ration of Compliance in accordance with § 161 of the German
Stock Corporation Law (AktG). The Board of Management and
the Supervisory Board decided to follow the recommendation
of the German Corporate Governance Code in its version of
May 21, 2003, with two exceptions. These concern the indi-
vidualized reporting of remuneration for members of the Board
of Management and the Supervisory Board. We are of the opin-
ion that reporting remuneration on an individual basis would
not provide any more information relevant to the capital mar-
kets than a detailed collective reporting. In addition, past ex-
perience indicates that individual reporting tends to level out
individual board members’ remuneration, which is not in the
interests of the company and the shareholders. We declared that
Allianz AG has, in the past, met all recommendations of the pre-
vious version of the Code. For this reason, reservations to the
effect that the maximum number of group-external mandates
had been exceeded are irrelevant.



The Declaration of Compliance with the German Corporate
Governance Code in accordance with § 161 of the German
Stock Corporation Law (AktG) was published on December 17,
2003 and reads as follows:

1. Allianz AG will comply with the recommendations made by
the Government Commission on the German Corporate Gov-
ernance Code (Code version as of May 21, 2003) with the
following exceptions:

a) The compensation of the members of the Board of Manage-
ment is published in the Notes to the Consolidated Financial
Statements subdivided according to fixed, performance-
related and long-term incentive components; however, it is not
published individualized (section 4.2.4, sentence 2 of the
Code). An individualized breakdown would not provide more
information with relevance for the capital markets than a de-
tailed publication of the overall compensation. Furthermore,
practice shows that an individualized publication tends to re-
sult in a leveling of the individual compensation of the mem-
bers of the Board of Management. This is not desirable from
the company’s as well as from the shareholders’ perspective.

b) The compensation of the members of the Supervisory Board
is published in the Notes to the Consolidated Financial State-
ments subdivided according to components; however, it is
not published individualized (section 5.4.5, paragraph 3, sen-
tence 1). The structure of the Supervisory Board’s compen-
sation is disclosed in Allianz’s Articles of Association and the
Annual Report. An individualized statement on the compen-
sation would not provide additional information with rele-
vance for the capital markets.

2. Since the last Declaration of Compliance as of December 18,
2002, which referred to the German Corporate Governance
Code as amended on November 7, 2002, Allianz AG has
complied with all the recommendations made by the Gov-
ernment Commission on the German Corporate Governance
Code then in force.

This declaration is available on our website at
www.allianzgroup.com/corporate-governance.

In addition, we applied most of the non-binding recommenda-
tions of the German Corporate Governance Code. For example,
in relation to the work of the Supervisory Board this applies to
the composition and competences of the Audit Committee or
the tasks of the Personnel Committee. An exception exists to
the extent that the shareholders’ representatives on the Super-
visory Board of Allianz AG are on principle not elected for dif-
ferent periods of time (Code section 5.4.4), but are all elected
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every five years in a regular election. Substitute members are
elected at the same time and, should they succeed a departing
member, they remain in office only until the end of the current
election period. Another exception concerns the suggestion that
the performance-based remuneration of the Supervisory Board
should contain components based on the long-term perform-
ance of the company (Code section 5.4.5, paragraph 2, sentence
2). We do not follow this recommendation. However, the Su-
pervisory Board’s remuneration contains a component based on
the dividend policy of Allianz. Further details on our position
with respect to the recommendations of the Code can also be
found on our website at the address given above.

The two listed Group companies Allianz Lebensversicher-
ungs-AG and Oldenburgische Landesbhank AG issued a Decla-
ration of Compliance on December 15 and 18, 2003, respec-
tively. Allianz Lebensversicherungs-AG states therein the devi-
ations from the recommendation concerning the individual pub-
lication of remuneration for the Board of Management and the
Supervisory Board as well as deviations from the recommenda-
tion of a performance-oriented remuneration component for the
Supervisory Board. Oldenburgische Landesbank AG also states
a deviation from the recommendation concerning the individ-
ual publication of remuneration for the Board of Management
and the Supervisory Board and explains why it does not follow
the recommendation for a retention in Directors & Officers Li-
ability Insurance.

The Sarbanes-Oxley Act

As a German company listed on the New York Stock Exchange,
Allianz AG is subject to U.S. corporate governance rules to the
extent that these are applicable to foreign issuers.

On July 30, 2002, President Bush signed into law the Sar-
banes-Oxley Act of 2002, which is aimed at restoring the trust
of investors in the capital markets. For this purpose, the law ex-
pands the disclosure obligations of corporations and formalizes
the processes that precede corporate reporting. Companies are
obliged to establish internal control systems that must be main-
tained and reexamined on a regular basis. By way of certifica-
tion, certain corporate officers must personally attest to the ex-
actitude and completeness of reporting. Management must also
certify that certain requirements concerning the internal control
systems have been met. In addition, the law raises the require-
ments for the independence of auditors and contains detailed
rules concerning the Audit Committee.
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The Sarbanes-Oxley Act also has considerable implications
for Allianz AG. The new disclosure rules require some amend-
ments of our reporting. The Audit Committee is given compre-
hensive rights and duties. We have adapted the procedural rules
of the Audit Committee accordingly.

The Supervisory Board of Allianz AG has determined that
the chairman of the Audit Committee, Dr. Manfred Schneider,
has the attributes that the SEC implementation ruling requires
of the Audit Committee Financial Expert. In addition, Allianz
AG has adopted a “Code of Ethics” addressed to the members
of the Board of Management and senior financial officers. It sets
standards of ethical and righteous behavior in the personal and
professional area, particularly regarding the handling of conflicts
of interest and the application of the highest corporate disclo-
sure standards. The Audit Committee has adopted new proce-
dures which make sure that the independence of auditors is spe-
cially controlled. These procedures meet the stricter independ-
ence requirements of the SEC.

The NYSE also enacted new Corporate Governance Rules
last year. As an issuer headquartered outside the U.S.A., Allianz
AG is solely held to disclose the material differences between
its own corporate governance standards and the new NYSE
rules. This disclosure will be made on our website as of the date
of this year’s Annual General Meeting.

The Supervisory Board and its committees

Last year, the Supervisory Board was newly elected for a period
of five years. A total of eight new members were appointed to
the Supervisory Board. Among other departing members, the
previous chairman of the Supervisory Board, Dr. Klaus Liesen,
was no longer available for reasons of age. In the constitutive
meeting of the newly elected Supervisory Board on April 29,
2003, Dr. Henning Schulte-Noelle was elected as its chairman.

An essential part of the Supervisory Board’s work is performed
by its committees. The Audit Committee constituted in Sep-
tember 2002 is composed of three shareholder representatives
and two employee representatives. In its constitutive meeting,
the Supervisory Board elected Dr. Manfred Schneider as chair-
man of the Audit Committee and named Messrs. Dr. Gerhard
Cromme, Prof. Dr. Rudolf Hickel, Frank Ley and Dr. Henning
Schulte-Noelle as its other members. The main task of the Audit
Committee is the preliminary examination of the Group’s An-
nual Financial Statements and Consolidated Financial State-
ments as well as the Management Report and the Recommen-
dation for Appropriation of Profit. In addition, it examines the
quarterly reports and the 20-F filing required in the U.S.A. The
Audit Committee also prepares the appointment of the Auditor

by the plenary Meeting of the Supervisory Board, ascertains the
required independence of the Auditor, assigns the mandate to
the Auditor and sets priorities for the Audit. Its tasks also in-
clude the examination of the risk control system. In fiscal 2003,
the Audit Committee held five meetings.

The Standing Committee has a total of five members, two of
which are employee representatives. Its essential function is the
approval of matters for which Supervisory Board approval is re-
quired, to the extent that such matters do not fall under the
competency of the Personnel Committee or must be decided by
the plenary meeting of the Supervisory Board. In particular, this
concerns the approval of capital market measures and of the
acquisition or divestiture of companies or shareholdings in com-
panies. It is also in charge of drafting the respective Declaration
of Compliance in accordance with § 161 of the German Stock
Corporation Law concerning compliance with the German Cor-
porate Governance Code as well as the regular examination of
corporate governance and the efficiency of the work of the Su-
pervisory Board.

The Personnel Committee is composed of the Chairman of the
Supervisory Board as well as one representative each of the
shareholders and employees on the Supervisory Board. It pre-
pares the appointment of members of the Board of Manage-
ment, tends to ongoing personnel matters of members of the
Board of Management and handles questions concerning their
compensation. It is also involved in the long-term succession
planning for the Board of Management.

The statutory Mediation Committee meets only if the Supervi-
sory Board, in a vote on the appointment or recall of a member
of the Board of Management, fails to obtain the two-thirds ma-
jority required by law.

At the end of 2003, the Supervisory Board conducted an effi-
ciency review in accordance with a recommendation of the Ger-
man Corporate Governance Code. For this purpose, every mem-
ber of the Supervisory Board received a questionnaire, requesting
evaluations and suggestions concerning individual aspects of the
Supervisory Board’s work. The questionnaire had previously
been approved by the Standing Committee, which compiled the
results, condensed them into recommendations as to how the
work of the Supervisory Board could be further improved and
proposed these to the Supervisory Board in a meeting on De-
cember 17, 2003.



Outlook

At the national and European levels, there are a number of sup-
plementary initiatives for the further development of the cor-
porate governance culture. The E.U. Commission is working on
the implementation of an “Action Plan” on corporate gover-
nance. This plan is intended to more fully harmonize corporate
legal rules within the E.U. and set a standard of transparency.
In the framework of its “Ten-Point- Program,” the German Fed-
eral Government has presented draft laws on corporate integrity
and a reform of financial reporting as well as a new balance
sheet monitoring bill (enforcement). It is our opinion that fu-
ture initiatives should focus more strongly on maintaining the
international competitiveness of the German corporate gover-
nance system.

The corporate governance practice of Allianz AG was also
the subject of various media analyses in 2003, and the company
received one of the top rankings among DAX 30 companies. We
take this as an incentive and an obligation to continue our ex-
amination and development of corporate governance in the in-
terest of serving our shareholders, customers and employees and
in the interests of our sense of social responsibility.

Up-to-date information on corporate governance is also available
on our website at www.allianzgroup.com/corporate-governance.
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The remuneration of the Board of Management of Allianz AG supports

sustainable value-oriented management. In the last several years, the remuneration

instruments were increasingly differentiated, in parallel to the continued development of the control

instruments. The objective of this differentiation is to arrive at a remuneration system that is balanced in its

structure, and appropriate and competitive in terms of its amount.

The remuneration of the Board of Management is determined
by the Personnel Committee of the Supervisory Board. The re-
muneration structure is regularly discussed and examined in the
plenary meetings of the Supervisory Board. The remuneration
paid to members of the Board of Management from mandates
at Group companies is turned over to the company. Of the remu-
neration received from mandates in companies outside the
Group, 50 percent is turned over to the company. Indications
on the amount of remuneration are provided in the appendix
to this Annual Report on pages 171 and 172.

Structure of remuneration for the Board of Manage-
ment

In order to meet the above objectives for the remuneration for
the Board of Management, this remuneration is made up of sev-
eral components, which are explained in the following table:

share price gains
Restricted stock units (RSU) Creation of a long-term

equity position

Provision
Corporate retirement plan, Length of service,
pension retirement provision,

benefits

After a five-year vesting period

Disability or
retirement age

1:1 Share price

Fixed

Remuneration component Related to Mode of payment Variability Share if objective
is met 100 %
Fixed remuneration
Basic salary, compensation in
kind and ancillary compensation Function, Responsibility Monthly Fixed 23 %
Variable remuneration
Annual bonus Success of Group/company
and individual performance Annually in the following year 0-165% 27%
3-year-bonus Achievement of a In the 4th year after the grant 0-120% 12%
3-year-objective (annual share)
Stock-based remuneration 3300
Stock-appreciation rights (SAR) Participation in | After a two-year vesting period 0-150% (calculated value

at time of grant)

(calculated value
at time of grant)

5%
(actual expense)




If the performance targets are attained, the ratio between
fixed and variable remuneration is approximately one-fourth to
three-fourths, based on the mathematical value of the stock-
based remuneration at the date of grant.

The valuation of the stock-based remuneration is merely a
mathematically calculated reference value. Whether and when
the stock-based remuneration will actually lead to a payment
depends on the future development of the share price, the strike
price and the date of exercise. Stock appreciation rights (SAR)
can be exercised at the earliest upon expiration of a two-year
vesting period, for restricted stock units (RSU) the vesting pe-
riod is five years. The exercise, the number of rights issued and
the development of the value of stock-based remuneration are
shown in the income statement and are subject to a detailed an-
nual report.

Variable remuneration and stock-based remuneration together
form a three-tier incentive system.
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Annual bonus
(annual)

3-year-bonus
(medium-term: 3 years)

Equity-based remuneration
(long-term: 5 to 7 years)

Target categories
Group objectives
Group/department objectives
Individual objectives

Target categories

Meeting pre-defined strategic three-year objectives
Sustained achievement of annual EVA® (Economic
Value Added) objectives

Target category
Sustained increase of the share price

In order to ensure a competitive remuneration structure, com-
parative market analyses are performed. The insights derived
from these studies are incorporated into the design of the remu-
neration components.

The individual remuneration components include:

Fixed remuneration The amount of the fixed remuneration is,
on the one hand, determined by the delegated function or re-
sponsibility. On the other hand, it is influenced by external mar-
ket conditions.

Income-equivalent ancillary benefits are also reported as part
of fixed remuneration. These benefits vary with the function
and position of the recipient and are subject to personal income
tax. They essentially include the insurance coverage and pre-
ventive health care benefits generally granted in the industry
and the use of a company car.

Variable remuneration This component consists of an annual and
a mid-term 3-year bonus, each of which is performance- and suc-

cess-related and limited to a maximum amount. Together with

EVA®is a registered Trademark of Stern Steward & Co.

the stock-based remuneration, they form a three-tier incentive
system. Assuming that objectives have been met 100 percent,
what is the ratio between fixed and variable remuneration? For
the annual bonus, the ratio is approximately 55 to 45 percent;
for the annual share of the 3-year bonus, it is approximately 50
to 50 percent.

Stock-based remuneration This component consists of stock ap-
preciation rights (SAR) and restricted stock units (RSU). More
detailed information on the stock-based remuneration compo-
nents can be found on pages 167 and 168 of this Annual report
or on the Internet at www.allianzgroup.com/investor-relations.

Corporate retirement provision and comparable benefits The
pension agreements for members of the Board of Management
stipulate retirement benefits of a fixed amount that is not linked
to the development of the fixed or variable remuneration com-
ponents. The agreements are examined and revised at irregular
intervals. If the amount is raised, the reserves must be increased
on a pro-rata basis in relation to the number of years of em-
ployment.
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Allocations to the budget available for increases of agreed
pension benefits are primarily dependent on the economic per-
formance of the company. When a member of Board of Man-
agement retires from the Board at the end of his mandate, old-
age pension is paid no earlier than upon completion of the 60th
year of age, except for cases of professional disability or general
disability for medical reasons, or payments to a beneficiary in
the case of death. If the mandate is terminated for other reasons
before the retirement age has been reached, a non-expiring pen-
sion claim is maintained. But this claim does not include a right
to the immediate payment of benefits.

Amount of compensation

The amount of the total compensation for a given year depends
on the relative success of the Group as a whole and on the
Board member’s respective area of responsibility, as well as on
the development of the share price. If one establishes a ranking
of the average remuneration paid to the Board of Management
at comparable German and European companies in recent years,
the compensation of the Board of Allianz AG would fall approx-
imately into the second third. If this listing takes into account
criteria such as market capitalization, number of employees or
complexity of the company, the average compensation of the
Board of Allianz AG falls into the mid range.

Remuneration of the Supervisory Board

The remuneration of the Supervisory Board was decided by the
Annual General Meeting and is defined in article 9 of the Arti-
cles of Association.

The remuneration of the Supervisory Board is based on the
size of the company, the functions and responsibilities of the
members of the Supervisory Board and the economic situation
of the company. For the most part, it is related to the dividend
paid. The chairman and the deputy chairman of the Supervisory
Board as well as the chairmen and members of its committees
receive an additional remuneration.

The remuneration of the members of the Supervisory Board
includes two components: a fixed amount of 4,000 euros and
a variable amount dependent on the dividend. This amount is
calculated as follows: for each cent by which the dividend per
share exceeds the amount of 15 cents, an additional remune-
ration of 500 euros is paid. The amount of the dividend is de-
termined by the appropriation of profit decided by the Annual
General Meeting. The chairman of the Supervisory Board re-
ceives double, and his deputy one and a half times the amount
of this remuneration. The remuneration of the members of the
Personnel Committee and of the Standing Committee is in-

creased by 25 percent, that of the chairmen of these commit-
tees by 50 percent. To prevent a conflict of interest on the part
of the members of the Audit Committee with respect to the div-
idend proposal of the Supervisory Board, these members merely
receive a fixed annual remuneration of 30,000 euros for their
work in this committee, while the chairman receives a fixed
amount of 45,000 euros.

The additional remuneration of the committee members is
capped by an upper limit. This limits takes effect when the re-
muneration of the chairman of the Supervisory Board has
reached triple and that of the other members of the Supervisory
Board double the basic remuneration. Since the dividend policy
of the Allianz Group is oriented toward the long-term, the re-
muneration of the Supervisory Board contains no additional
component that is based on the long-term performance of the
company.
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International Executive Committee 1n addition to members of Allianz AG’s Board

of Management, the International Executive Commitee includes the heads of the major subsidiaries. Chaired

by Michael Diekmann, this body discusses overall strategic issues at Group level.

@ WOLFRAM LITTICH Q) HELMUT PERLET @ DETLEV BREMKAMP Q) PAUL ACHLEITNER
Allianz Elementar, Vienna Allianz AG, Munich Allianz AG, Munich Allianz AG, Munich
MICHAEL DIEKMANN WILLIAM S. THOMPSON VICENTE TARDIO BARUTEL WERNER ZEDELIUS
Allianz AG, Munich PIMCO, Newport Beach Allianz Compania de Seguros Allianz AG, Munich
THOMAS PLEINES JOACHIM FABER y Reaseguros, Barcelona

Allianz Suisse, Zurich Allianz AG, Munich JEAN-PHILIPPE THIERRY

AGF, Paris
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@ MARIO GRECO O MARK ZESBAUGH ¢ HERBERT WALTER
RAS, Milan Allianz Life Insurance, Minneapolis Dresdner Bank, Frankfurt/Main,
GERHARD RUPPRECHT JAN R. CARENDI since March 19, 2003
Allianz AG, Munich Allianz AG, Munich, ANDREW TORRANCE
since May 1, 2003 Allianz Cornhill Insurance, London,
JEFFREY H. POST since July 1, 2003
Fireman’s Fund, Novato REINER HAGEMANN

Allianz AG, Munich
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International Presence

Allianz is one of the leading global services providers in insurance,

banking and asset management. We serve our customers in more than

70:countries. The solidity, service and competence of our Group are

backed by the commitment of our approximately 174,000 employees

worldwide.

Selected

= Group companies
Associated enterprises

= Joint ventures
Regional insurance centers
Representative offices
Representative agencies

AMERICA

Argentina

= AGF Allianz Argentina Compania de Seguros
Generales S. A.

Brazil

= AGF Brasil Seguros S. A.

Canada

= Allianz of Canada, Inc.

Chile

= AGF Allianz Chile Compania de Seguros
Generales S. A.

Colombia

= Colseguros Generales S. A.

Mexico

= Allianz México S. A. Compania de Seguros

US.A.

= Allianz Dresdner Asset Management
of America LP

= Allianz Global Risks US Insurance Company

= Allianz Life Insurance Company
of North America

= Cadence Capital Management LLC

= Fireman's Fund Insurance Company

= NFJ Investment Group LP

= Nicholas Applegate

= PEA Capital LLC

= PIMCO Aduvisors Distributors LLC

= RCM Capital Management

Venezuela

= Adridtica de Seguros C. A.

The addresses of all Allianz companies can be found atwww.allianzgroup.com/companies

GERMANY

= ADAM International GmbH

= Allianz Capital Partners GmbH

= Allianz Dresdner Asset Management AG

= Allianz Dresdner Bauspar AG

= Allianz Global Risks Riickversicherungs-AG

= Allianz Lebensversicherungs-AG

= Allianz Marine & Aviation Versicherungs-AG

= Allianz PIMCO Capital Managers GmbH

= Allianz Private Krankenversicherungs-AG

= Allianz Versicherungs-AG

= Bayerische Versicherungsbank AG

= DEGI Deutsche Gesellschaft fiir
Immobilienfonds mbH

= Deutsche Lebensversicherungs-AG

= DEUTSCHER INVESTMENT-TRUST Gesellschaft
fiir Wertpapieranlagen mbH

= Dresdner Bank AG

= Dresdner Bank Investment Management
Kapitalanlagegesellschaft mbH

= Euler Hermes Kreditversicherungs-AG
Eurohypo AG

= Frankfurter Versicherungs-AG

= Oldenburgische Landesbank AG

= Reuschel & Co. Kommanditgesellschaft

AFRICA

Burkina Faso

= Foncias

Egypt

= Arab International Insurance Company S.A.E.

= Arab International Life Assurance Company S.A.E.

Ivory Coast
= SAFARRIV



EUROPE (EXCLUDING GERMANY)

Austria

= Allianz Elementar Lebensversicherungs-
Aktiengesellschaft

= Allianz Elementar Versicherungs-Aktien-
gesellschaft

Belgium

= AGF Belgium Insurance

Bulgaria

= Allianz Bulgaria Insurance and Reinsurance
Company Ltd.

= Allianz Bulgaria Life Insurance Company Ltd.

= Commercial Bank Allianz Bulgaria Ltd.

Croatia

= Allianz Zagreb d.d.

Czech Republic

= Allianz pojistovna, a.s.

France

= AGF Asset Management

= Assurances Générales de France

= Assurances Générales de France IART S. A.

= Assurances Générales de France Vie S. A.

= Banque AGF

= Euler Hermes S.F.A.C. S. A.

= Mondial Assistance S. A.

Great Britain

= Allianz Cornhill Insurance plc

= RCM (UK) Ltd.

Greece

= Allianz General Insurance Company S. A.

= Allianz Life Insurance Company S. A.

Hungary

= Allianz Hungaria Biztosito Rt.

Ireland

= Allianz Irish Life Holdings p.l.c.

= Allianz Worldwide Care Ltd.

Italy

= Allianz Subalpina Societa di Assicurazioni e
Riassicurazioni-S. p. A.

= Lloyd Adriatico S. p. A.

= Riunione Adriatica di Sicurta S. p. A.

Luxembourg

= Allianz Dresdner Asset Management
Luxembourg S. A.

= Dresdner Bank Luxembourg S. A:

= International Reinsurance Company S. A.

Netherlands

= Allianz Nederland Levensverzekering N. V.

= Allianz Nederland Schadensverzekering N. V.

= Zwolsche Algemeene Schadeverzekering N. V.

Poland
= T.U. Allianz Polska S. A.
= T.U. Allianz Polska Zycie S. A.
Portugal
= Companhia de Seguros Allianz
Portugal S. A.
Romania
= Allianz Tiriac Insurance S. A.
Russian Federation
= Ost-West Allianz Insurance Company
Russian People’s Insurance Society “Rosno”
Slovakia
= Allianz-Slovenska poist'ovna a. s.
Spain
= Allianz Compania de Seguros
y Reaseguros, S. A.
= Eurovida, S. A. Compania de Seguros
y Reaseguros
= Euler Credito y Caution
Switzerland
= Allianz Risk Transfer AG
= Allianz Suisse Lebensversicherungs-Gesellschaft
= Allianz Suisse Versicherungs-Gesellschaft
= Dresdner Bank (Schweiz) AG
= ELVIA Reiseversicherungs-Gesellschaft AG
Turkey
Koc Allianz Hayat ve Emeklikik A. S.
Koc Allianz Sigorta T. A. S.
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ASIA
Brunei

National Insurance Company Berhad
China
= Allianz Asset Management Ltd.
= Allianz Dresdner Asset Management

Hong Kong Ltd.
= Allianz Insurance Company - Guangzhou Branch
= Allianz Insurance (Hong Kong) Ltd.
Indonesia
= P. T. Asuransi Allianz Utama Indonesia
Japan
= Allianz Fire and Marine Insurance

Japan Ltd.
= Dresdner Kleinwort Wasserstein (Japan) Ltd.
Laos
= Assurances Générales du Laos
Malaysia
= Allianz General Insurance Malaysia Berhad
= Allianz Life Insurance Malaysia Sdn Berhad
Pakistan
= Allianz EFU Health Insurance Ltd.
Singapore
= Allianz Insurance Company of

Singapore Pte. Ltd.
South Korea
= Allianz Life Insurance Company Ltd.
Taiwan
= Allianz President General Insurance Co. Ltd.
= Allianz President Life Insurance Co. Ltd.
Thailand

Allianz CP General Insurance Company, Ltd.
United Arab Emirates
= Allianz Versicherungs-AG (Dubai Branch)

AUSTRALIA
= Allianz Australia Ltd.
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We have learned the lessons from last year’s loss and adapted our

strategy to the new market and risk situation. The result is our “Three Plus One”

program. It continues the earlier Allianz initiatives for securing and increasing profits, makes them more

precise and defines the framework for our actions until 2005. It is designed to sharpen the focus of the

Group’s business activities, boost its competitiveness and strengthen its orientation towards the sustainable

creation of value.

The “Three Plus One” program comprises four mutually com-
plementary, cross-linked initiatives that are implemented si-
multaneously. The first three are aimed at restoring the known
financial strength and performance of Allianz in all relevant en-
trepreneurial dimensions. The fourth point, the “Plus One,”
goes beyond these initiatives. Its purpose is to make sure that
our future competitiveness is the key driver in the implemen-
tation of all these measures.

The four strategic concepts of “Three Plus One” are the fol-
lowing:

The “Three” stands for protecting and strengthening our capi-
tal base, for a significant boost of our operating profitability and
for a focused portfolio — and thus a reduction of complexity.
That is the program with which we will fortify the foundation
of our business activity. In the “Plus One” concept, we are fo-
cusing on the fundamental strengthening of our competitive-
ness and increasing value.

What stands behind this program and what progress has already
been achieved?

] Protecting and strengthening our capital base

[f we want to remain a reliable business partner for our cus-
tomers and be able to implement our ambitious growth and
profitability plans, we must have adequate equity and risk cap-
ital. That was the purpose of our substantial capital increase in
April 2003. We are pressing ahead with the extension of a com-
pany-wide risk management system that protects the capital
base by setting risk standards and limits that are applicable
worldwide. At the same time, all business activities are brought
into line with our internal risk capital model, which places par-
ticular emphasis on diversification. This is based on the fact that

the risk capital required for an entire risk portfolio is less than
the sum of the capital needs of all the individual risks it con-
tains, because the probability that various worst-case scenarios
will occur at the same time is extremely low. To limit our ex-
posure to stock market fluctuations, we scaled down share-
holdings such as those in Beiersdorf and Munich Re, which
concentrated risk because of their size, and reduced the over-
all share of stocks in our investment portfolio from 19 to 16.4
percent. At the same time, the proceeds from these transactions
and from the sale of sub-critical activities strengthened our
shareholders’ equity. Overall, our equity capital grew by 6.9 bil-
lion euros to 28.6 billion euros.

2 Significant boost of our operating profitability
Here, it is a matter of making sure that Allianz operates and
grows profitably. We adjusted the prices and conditions in the
insurance business to the actual risk situation, exposed our-
selves to fewer additional capital market risks, continually
ramped up the efficiency of our operations and eliminated those
risks from our existing portfolio which were not matched by an
adequate profit potential. The major successes in the reporting
year were the acceleration and deepening of the turnaround
programs at Fireman’s Fund, Allianz Global Risks, AGF and
Dresdner Bank, as well as the improvement of the combined ra-
tio in property and casualty insurance from 105.7 to 97.0 per-
cent. In Life insurance, we brought down the expense ratio, and
we reduced the cost-income ratio in asset management and at
Dresdner Bank. These indicators are the most effective levers
for improving operating income.

Important prerequisites were rigorous cost management in
all segments, especially in life insurance, and, where necessary,
a radical reform of our business models with a clear profitabil-
ity target. Having already completed this work in the U.S.A.,
Australia and Austria, we continued to pursue it vigorously in



the reporting year in Switzerland, in our asset management seg-
ment, at Dresdner Bank and in France. Divesting subcritical
activities and risks with no corresponding profit opportunities
is another key element of the “Three Plus One” program.

3 A leaner portfolio and reduction of complexity

In the past decades, we have used openings in the market to
build up a far-reaching international business portfolio. That
made good sense, because such opportunities can vanish with
unexpected speed. Now, we are subjecting this portfolio to a
painstaking analysis with the objective of disposing of those in-
terests which did not meet our original expectations.

By now, the number of disposals has reached 18. That freed
up approximately 0.9 billion euros in risk capital and 1.9 billion
euros in liquidity. But our primary concern is not just to free up
risk capital; rather, we are striving for proximity to the customer
and efficient management. We do not want to tie up valuable
resources in businesses that offer no prospects of achieving our
ambitious goal of sustainable profitable growth.

Down the line, the reduction of complexity will increase ef-
ficiency, for example by pooling IT procurement worldwide. In
the reporting year, we generated savings of about 55 million eu-
ros from the part of our global purchasing volume analyzed thus
far (160 million euros). That is 35 percent of the budget con-
sidered. Increased efficiency and better service are also the ob-
jectives of merging similar businesses or placing them under
central control. Allianz Marine & Aviation and Allianz Risk
Transfer, Mondial and Euler Hermes, as well as Allianz Global
Risks, are units that were born of this logic.

The reduction of complexity and the concomitant increase
of earnings are also served by efficient synergy management.
That is why last year we regrouped the units Allianz Knowledge
Management, International Department Health, and Synergy
Projects in “Allianz Group Business Services”. The mission of
this Group Center is to support the operating units worldwide
in increasing their earnings power through an even more tar-
geted transfer of know-how, best practice exchanges, and the
exchange of experts.
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PIUS ] Sustainable increase of our competitive
strength and value

This element of our strategy, the “Plus One,” is our “On Top
Fitness and Outperformance Program”. By that we mean the
sustainable increase of our competitiveness and our company
value beyond the usual parameters: by strengthening our core
business, refining management instruments and accelerating
profitable growth. The efficiency gains from the first three pro-
gram components of “Three Plus One” are invested in business
areas that are best suited to reaching these objectives. These
can be individual markets, our sales organization or the sharp-
ening of our customer focus.

The central concepts linked to this component are “Customer
Satisfaction” and “Sales Culture”. The quality of our services
and products, our marketing drives, our customer interfaces and
the back office processes supporting them must all converge in
one point: we want to be the consumer’s first choice and not
compete on price alone. Our objective is to create life-long cus-
tomer relations that are beneficial to both partners.

In order to reinforce the entrepreneurial outlook of the com-
pany, we have changed the process of capital allocation (more
about this topic on page 25 of this Annual Report). The holding
has now taken on the role of a capital market in which each op-
erating unit competes for additional capital. And only those
units that present the best business plans and can prove the
highest creation of added value will qualify for more risk capi-
tal. In keeping with this concept, we have reduced the volume
of risk capital in those units of Dresdner Bank that are non-
strategic or unprofitable, for example in the credit restructur-
ing unit IRU and in the investment portfolio. Instead, this risk
capital was allocated to segments that generated higher income.
Opverall, this redirection of capital resources has strengthened
the profitability of Allianz and increased the normalized return
on capital employed across all segments from 3.1 to 12.6 per-
cent”. The internal capital market thus created will enhance
the entrepreneurial spirit of the entire organization, because it
rewards those whose local strategies are successful with their
customers while at the same time generating an attractive re-
turn on investment. And that is very much in the interest of our
shareholders.

We are convinced that this customer relations oriented ap-
proach creates added value and secures the basis for sustainable
profitable growth. That makes it the decisive vector for the im-
plementation of the entire “Three Plus One” initiative, right up
to our highest strategic objective: we want to be the leading in-
ternational financial services provider for insurance, private pen-
sions and asset management, we want to be the one company
that people can really trust.

“ In this calculation, investment income is determined by means of a normalized performance rate. We thereby smooth out the influence of fluctuations in the capital markets and of profit taking. At present,

we are normalizing stock performance at 8.5 percent.
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The Allianz Group is managed and controlled according to the

principle of value-based management. The goal of our corporate policy is to consistently

meet the expectations of our shareholders over the long term. We want shareholders, employees, customers

and our social surroundings to profit from the value our company creates.

What do we mean when we talk about the creation of wealth?
The capital that is employed by the company must yield a higher
return than a comparable alternative investment. In order to
reach this objective, we apply the EVA® (Economic Value Added)
concept company-wide. Adapted to the specific requirements of
our industry and the needs of Allianz, EVA® determines our
company’s economic goals. It provides a measure of our per-
formance and plays an important role in setting the remunera-
tion of management.

Basic idea

The basic idea behind EVA® involves comparing profit with the
cost of capital. EVA® — whether positive or negative — is the dif-
ference between the two. It tells us whether or not our profits
exceed the return expected by our shareholders. Thus, EVA® is
the result of the following calculation:

EVA" = Profit - (Capital employed x Cost of capital)

The cost of capital represents the return an investor can expect
from an alternative investment with comparable risk. An EVA®
greater than zero indicates that an added value for the share-
holder has been created. If, on the other hand, the EVA® be-

Economic Value Added (EVA™): An all-encompassing steering and
coordination process

Allocation of capital,

comes negative, that means a shareholder would have received
a greater return from another risk adequate investment than
from Allianz shares. In this case, his investment has destroyed
value instead of increasing it.

With EVA®, we have a measuring instrument that
_ takes into account our industry-specific risks, and

_ establishes a relationship between corporate profit and the mi-
nimum return our investors expect from the capital they have
invested.

Central and decentral elements

These considerations are important because they support value-
based management of the Allianz Group and at the same time
allow us to retain a decentralized structure. Why do we need
decentralization? We are convinced that the management of our
business entities worldwide is in the best position to determine
what measures are appropriate for making their companies more
profitable. They have to decide what risks they can take — for
example, when they write insurance policies, extend loans, in-
vest funds or make other managerial decisions — to generate a
specific profit.

Increase in value

Goodwill,
investor appeal,
secure employment

Attractive products,

Corporate enhancement of ® Acceptance
rowth, .
management efficiency, 1 EVA [ im S by society
optimized risk profile Py
Objectives,
' measuring achievement ‘
\ Motivation

EVA®is a registered Trademark of Stern Steward & Co.



The Group, on the other hand — and this is where the cen-
tral management instrument comes in — must look after the in-
terests of shareholders and make sure that the sum total of the
risks entered into remains acceptable for the company as a
whole and that the actual profit realized justifies the investment
of capital.

Risk capital

In order to do this, we start by determining the amount of cap-
ital each individual operational entity requires to cover the fi-
nancial risks involved in ongoing business activities. On the one
hand, the required capital depends upon the risks that are typical
for the products of our Group companies, i.e., premium, reserve
and credit risks plus risks in connection with capital investment
and operational risks. On the other hand, the amount of capi-
tal needed is geared to the mandatory level of security that is
centrally prescribed for the group as a whole. Uniform standards
are also applied when determining risk capital. For this purpose,
risk was up to now measured by means of the Standard & Poor’s
model. Beginning in fiscal 2004, we will apply our internal risk
model, which permits a more precise valuation of company-spe-
cific risk factors.

Value added

As holding company, we assign available capital to our opera-
tional entities on the basis of efficiency and risk. In this process,
only those units can count on growth capital

_ which operate in a profitable market or business segment,

_ Which transform their market position into sustainable crea-
tion of value and become a market leader,

_ Whose orientation and competency fit in with the long-term
strategic orientation of the Allianz Group, and

_ which are in a position to pay dividends that are at least equal
to their capital costs.

Profits that exceed capital costs can be retained by the compa-
nies to finance their internal growth. That means: our most prof-
itable companies have direct access to considerable funds to fi-
nance their growth. This dividend model, which applies as of
2004, provides for two exceptions:

_ When a group company must be restructured, it can tempo-
rarily be exempted from the dividend rule in order to be able
to build equity.

EVA®is a registered Trademark of Stern Steward & Co.
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_ Certain units which are building up business in strategically
important future markets are, for the time being, not held to
pay dividends — for example our organizations in China and
India.

The liquidity from divided payments is used by the holding to
meet external obligations, i.e. servicing debt and paying divi-
dends to shareholders. In addition, the remaining capital can be
used to finance growth.

All Group companies are thus responsible for generating a
return on their risk capital that covers at least the cost of capital.
Added value results only when this threshold is exceeded. But
that is only the minimum we demand. Over the medium term,
we expect our business units to generate a return of 15 percent
or more on the capital employed. That means that the units
must know which business activities will increase the value of
their companies and concentrate on these activities. New value
drivers must also be built up, for example, through new prod-
ucts, more cost-effective processes and optimized distribution
channels. Local management must also prevent value from be-
ing destroyed along the value added chain. If this happens,
countermeasures must be adopted immediately.

The Group Center supports the business units in this con-
tinuous optimization process. The jointly acquired experience
then flows into mandatory operational targets. For example, this
involves determining the cost and claim quotas a unit will have
to achieve in future periods to attain a sustainable increase in
EVA® and thereby meet, if not exceed, the expectations of our
shareholders. In measuring our success, we minimize the im-
pact of capital market fluctuations by basing our calculations on
“normalized” long-term average returns.

Management remuneration

Since EVA® is the key indicator that shows us whether or not
we are generating a profit, the remuneration of senior manage-
ment is based to a significant extent upon this factor. That
means we have opted for an incentive system that helps make
the continuous increase in the value of the company a priority
concern that cuts across our entire organization.

Our plan for achieving economic value added primarily ben-
efits our shareholders. However, our customers, employees and
the society in which we operate benefit just as much. After all,
sustainable success can only be achieved by offering excellent
products at attractive prices that satisfy our customers, gener-
ate sales to secure jobs and produce profits that allow us to con-
tinue and increase our involvement in society.
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After three bearish years, confidence has returned to the stock market.

The surprisingly quick end of the war in Iraq allayed many fears on the part of the investors and paved the

way for widespread market optimism. This change in mood also drove up stock market indicators. Considered

over the entire year, the Allianz share price went up 23.9 percent and outperformed the corresponding Dow

Jones EURO STOXX Insurance In