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Ladies and gentlemen; dear colleagues!!

Presenting the report of the National
Association of Agriculture Insurers for 2018,
| want to express my gratitude to everyone
who supported the agricultural insurance
system in such a difficult period, when
changes in guidelines of subsidizing the agro-
industrial sector caused doubt regarding the
maintaining of state support of this area.

Since the end of year 2016, NAAI has
repeatedly drawn the attention of all the
highest state authorities to the unacceptability
of abolishing the agricultural insurance
system. The Government of Russia,
represented by the Chairman D.A. Medvedev,
the heads of both chambers of the Legislative
Assembly, V.I. Matvienko and V.V. Volodin,
the Presidium of the Legislators Council, the
Ministry of Agriculture under the leadership
of the Minister D.N. Patrushev, the Ministry
of Finance and the Bank of Russia recognized
the impermissibility of leveling efforts
undertaken in previous years to develop
insurance protection of agriculture risks.

Specific  decisions on improving the
principles of state support for agricultural
insurance and changes to legislation were
made as the result of bringing the situation
to the attention of highest-level government
authorities. In 2018, two laws were passed
on changing the conditions of agricultural
insurance with state support and a decree of
the Government of the Russian Federation,
establishing the dependence of financial aid
from the budget on insurance occurrence

in the event of an emergency cauzing
agricultural losses.

The Ministry of Agriculture of the Russian
Federation set the task of organizing
agricultural insurance for the temitorial
entities of the Russian Federation and
took it under special control. The result of
these measures was the actual recovery of
agricultural insurance subsidizing process at
the regional level in the second half of 2018.

I would also like to thank the members of
NAAI and for their support and the systemic
commitment to the long-term strategic
goals in the field of agricultural insurance and
thereby confirmed the stability and reliability
of the private-public partnership model.

The agriculture of Russia went through a
period of qualitative transformation over the
last 7 years. Today, this industry is no more
a week subsidized branch of the Russian
economy, but one of its drivers. The volume
of agricultural production increased by
15 times, while the industry as a whole
consistently maintains  profitability and
actively attracts investments.

By the end of 2018, exports of agricultural
products from Russia amounted to 25.9
billion dollars. By the end of 2024, the industry
shouldincrease this figure to 45 billion dollars.
The sums of state support allocated from the
budget for measures of the State Program
for the Development of Agriculture are also
increasing. In 2018, 254.1 billion roubles
were allocated; in 2019 planned allocations
increased to 303.6 billion roubles.

These government investments have to be
protected from the risk of unplanned losses.
The growth of production, the cost of products
and the assets of agricultural enterprises
leads to the fact that each loss caused by a
natural disaster is increasingly expensive
for individual farms and for the budget as a
whole. There are no other alternatives for
developing efficient and reliable agricultural
insurance system at the moment; therefore
the solution to this problem is the next
medium-term goal for NAAI.

Korney Bizhdov

President of the National Association
of Agriculture Insurers (NAAI)

NAA NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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Chairman of the Federation
Council Committee on
Agriculture Policy and
Environmental Management

AIRAT HAIRULLIN
Deputy Chairman of the
State Duma Committee on
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of the working group on
amendments to the Law on
State Support in the Field of
Agricultural Insurance

Dear colleagues, | greet you on behalf of the
Federation Council Committee on Agriculture
Policy and Environmental Management!

The development of agricultural risk insur-
ance is of key importance to the progress of the
agro-industrial complex in our country. Agricul-
tural production in Russia is associated with high
risks, primarily tied to climate and environmental
conditions, as well as with the risk of dangerous
diseases being spread through livestock.

In 2012, the Law on State Support in the Field
of Agricultural Insurance came into force, thereby
forming a legal basis for the development of the
agricultural insurance institute, which was trans-
ferred to a centralized basis in 2016.

In 2018, the Presidium of the Legislators Coun-
cil of the Russian Federation set the task of ex-
panding insurance coverage of agricultural assets
by increasing the flexibility of agricultural insur-
ance conditions with state support and improving

Dear Colleagues!

Improving the system of state support in the
field of agricultural insurance is a task of na-
tional importance. In 2018, Russian agricultural
producers achieved high results. Production of
grains and oilseeds, vegetables and sugar beet
demonstrated steady growth. These results were
achieved by our farmers despite difficult condi-
tions, including in regions located in high-risk
agriculture zones.

Ensuring food security is interrelated with the
production and processing of agricultural prod-
ucts, price stability of the grocery market, and ef-
fective mechanisms for maintaining the incomes
of agricultural producers. It is important for agrar-
ians to have the opportunity not only to protect
their investments, but also to receive compen-
sation in case of negative impacts on agricultural
production.

As one of the main measures for farmers' risks
protection - crops, animals and, in some cases,
price risks, insurance is applied globally. Agro-in-
surance greatly facilitates the receipt of loans, at-
tracts investment, and contributes to the develop-
ment and expansion of production.

For further growth of competitiveness and the
improvement of agriculture efficiency, qualitative
changes are required not only in production, but
also in related branches of the agro-industrial
complex.

In 2018, the State Duma adopted a number of
important laws for the development of the agro-in-
dustrial complex.

the quality of insurance payment procedures in
the coming years. The Federation Council Com-
mittee on Agriculture Policy and Environmental
Management, together with other participants
of this process - the Ministry of Agriculture, the
Ministry of Finance and the Bank of Russia, the
State Duma Committee on Agrarian Issues and
the NAAI - engaged in systematic activities in or-
der to develop effective solutions in this area.

Parliamentary hearings “On Improving the
Mechanisms of the Agro-Industrial Complex
State Support in the Russian Federation’, aimed
at solving this task, were organized at the begin-
ning of the year. Their recommendations formed
the basis of legislative changes which were ad-
opted in 2018. | anticipate that these efforts will
lead to fruitful results and that the agricultural
insurance system will strengthen its importance
as a partner of the state and the agrarian indus-
try in protecting the risks of the agro-industrial
complex. | wish all participants success in this
work!

The State Duma Committee on Agrarian Issues,
in order to comprehensively address the task of
organizing state policy in the field of food safety,
thereby reducing the negative impact of risk fac-
tors on agricultural production, adopted a number
of important amendments to laws «On agricul-
tural insurance, implemented with state support»
and «On agricultural development». In general,
the combination of effective mechanisms of pub-
lic-private partnership and strict state control at all
stages of agricultural insurance will enable the cre-
ation of an effective system of Russian agricultural
insurance within a couple of years.

A working group on Agrarian Issues of the
State Duma Committee, together with represent-
atives from federal ministries, the Bank of Russia,
the NAA, industry unions and associations of the
agro-industrial complex, developed proposals
aimed at increasing the flexibility of the agricultural
insurance system, which formed the basis of the
adopted amendments to the law.

We expect changes in the field of agricultural in-
surance with state support to fully address the inter-
ests of all participants in the agricultural insurance
market: the state, representatives from the insur-
ance industry and, above all, agricultural producers.

In 2019, agricultural insurance system partici-
pants will have to apply new conditions of insur-
ance protection. The experience gained will be
generalized and used for further improvement in
the quality of farmer's insurance protection. | wish
all participants of the agricultural insurance system
fruitful success in the implementation of such an
important task: the protection of the domestic agri-
cultural producer!



ALEXEY MOISEEV
Deputy Minister
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Federation
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Deputy Minister
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of the Russian
Federation

Dear Colleagues!

Agriculture is the most important sector of the
global and domestic economy. lts stable devel-
opment is not only a source of well-being for the
population and a guarantee of food security, but
also the realization of export potential. A signifi-
cant role in achieving the results in the agro-in-
dustrial sphere is played by state support.

In 2018, 254.1 billion roubles were allocat-
ed to the State Program for the Development
of Agriculture. These are state investments in
ensuring the sustainability and growth of ag-
ricultural production, which at the same time
became a guarantee of attracting investments
to the agro-industrial sector. For stable work,
farmers must be financially protected from
the risks associated with natural disasters
and hazards, fires and diseases of agricultural
crops and animals, which can reduce long-term
efforts and investments in just one unsuccess-
ful year.

Dear Colleagues!

On behalf of the Ministry of Agriculture of
Russia and on my own behalf, | welcome the
participants of the agricultural insurance sys-
tem with state support.

The agricultural insurance system was at the
center of attention in the Ministry of Agriculture
throughout 2018. The ministry initiated a
number of proposals to improve the functioning
of the agricultural insurance system. This was
done in order to organize insurance protection
of the agro-industrial complex risks at
standards corresponding to the modern level of
agricultural development in our country.

Main initiatives were the changes in
legislation that were adopted during 2018
and prepared by the Ministry of Agriculture of
Russia together with the Ministry of Finance,
interested federal executive bodies, the Bank of
Russia and the governing bodies of the agrarian
and industrial complex of the territorial entities
of the Russian Federation, with the participation
of NAAI and the agrarian industry community.
These initiatives have created opportunities
for development of the agricultural insurance
system by increasing the flexibility of its
conditions.

Therefore, a special law created a system of
state support for agricultural insurance, which in
2018 was substantially modified and modernized
in accordance with proposals of the legislative as-
semblies and the governing bodies of the agro-in-
dustrial complexes of territorial entities of the Rus-
sian Federation. These changes concern both the
expansion of the insurance objects list (commercial
aguaculture objects were added), and an increase in
flexibility of possible insurance conditions. Moreover,
for the first time in such a regulatory framework, an
issue was addressed concerning the differentiation
of agricultural producers who did not insure their
property interests and those that provided insurance
protection of their risks when allocating compensa-
tion for damage in emergency situations.

These changes should give a new impetus to
the agricultural insurance system and become
the basis for an increase in the insurance cover-
age of crops and livestock. | wish you successful
development of this difficult and important seg-
ment of the insurance market!

A new principle of the “single” subsidy
distribution from the federal budget was
introduced in 2018. Now the volume of funds
for the region will depend on the agricultural
insurance plan. The principle of untied support
has changed, according to which 15% of federal
budget funds will be distributed only to those
regions that plan to have agricultural insurance
in crop production.

Starting with the 2018 autumn sowing
season, the Ministry of Agriculture organized
close cooperation with insurance organizations
and regions, helping them to solve the
emerging problems. These events helped to
insure autumn sowing with state support in
25 entities of the Russian Federation. Due to
the active work of the department, 58 regions
are expected to participate in the system of
agricultural insurance in 2019.

During 2018, the NAAI provided active assis-
tance in organizing the system of agricultural
insurance, preparing a methodological base and
informing agrarians. The Ministry of Agriculture
expects that the insurance community, represent-
ed by the NAAI jointly with the government, will be
able to achieve new results in the development of
amodern agricultural insurance system in Russia.
[ wish you all further successful and fruitful work!

NAA NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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Governor)

Dear participants of the agricultural risk insur-
ance market!

The agricultural insurance system with state
support is of great strategic importance for ag-
riculture. Production in the field of agriculture is
largely exposed to risks associated with adverse
natural phenomena, which negatively affects the
sustainability of agricultural producers and wors-
ens the investment climate in the industry. One of
the main ways to manage risks in the agro-indus-
trial sector all over the world is insurance, which
allows farms to not only compensate for damag-
es associated with the loss of agricultural prod-
ucts, but also to protect themselves from possible
bankruptcy, pay off debt obligations and increase
the predictability of financial performance.

Since 2016, the agricultural insurance system
with state support in Russia became centralized.
The Bank of Russia controls the activities of the
single association responsible for its work: the
National Assaciation of Agriculture Insurers. In
2017-2018, the Bank of Russia paid special atten-
tion to the development of strategic directions for
the development of agricultural insurance in our
country. In the spring of 2018, a discussion of the

Dear Colleagues!

The stability of the agro-industrial complex large-
ly depends on weather conditions, because agri-
culture is a “shop” operating under the sky. Natural
disasters can cause serious damage to agrarians,
not only in areas of high-risk farming, but also in
the south of the country. Kuban is no exception. Al-
most every year, the crops of our agricultural pro-
ducers suffer from heavy rains and hail. Therefore,
for the Krasnodar Territory, as one of the main ag-
ricultural regions of the country, the organization of
high-quality insurance protection is a key task.

For many years, agrarians of Kuban actively use
insurance tools. In 2018, our region ranked third in
Russia in terms of the volume of the agricultural
risks insurance market. | am confident that, due to
changes adopted in legislation throughout 2018, the
interests of the industry workers will receive special
attention and the attractiveness of insurance will in-
crease significantly.

In order to strengthen the protection of agrarians,
our region dispersed about 340 million roubles for

Central Bank's advisory report was held. The in-
novations proposed in the report were supported
in the course of public consultations by represent-
atives from the expert community, government
agencies and industry unions. They consisted of
providing agrarians with more opportunities to
select insurance conditions with state support, to
create additional incentives to conclude agricul-
tural insurance contracts, to improve loss adjust-
ment and subsidy systems and to form a single
information field. The main parts of these propos-
als were included in practical implementation of
the adopted amendments to the law on agricul-
tural insurance at the following levels of the Gov-
ernment: the Bank of Russia, relevant ministries
and the NAAI. Qur well-coordinated work is the
key to successful development of both agriculture
and the Russian economy as a whole.

The Bank of Russia intends to pay special at-
tention to the interests of the agro-industrial
complex insurance consumers at the time of an
increase in the flexibility of insurance conditions.
Focus on positive changes is set, and | wish all
participants of the agricultural insurance system
to successfully follow the plans and implement
them for the benefit of our country!

state support of agricultural insurance in 2018. For
the first time, insurance of livestock breeding risks
will be subsidized, which is especially important in
the current difficult epizootic situation in the coun-
try. In addition, the insured households can count on
additional per-hectare support for the insured agri-
cultural land.

Moreover, the Krasnodar Teritory has been
working closely with the National Association of Ag-
riculture Insurers for many years. Today, we jointly
develop new special insurance programs that will
affect priority agricultural sectors such as horticul-
ture and viticulture.

| have no doubt that all this will help strengthen
the economic stability of both individual enterpris-
es and the industry as a whole. As well, the course
towards positive changes in the field of agricultural
insurance will continue. | also wish for our main
task to strength our country's food security to be
as successfully implemented in the future. | wish
all participants of the agricultural insurance mar-
ket well-being and successful work for the benefit
of Russial
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Dear Colleagues!

On behalf of the All-Russian Insurance Asso-
ciation and on my own behalf, | greet all partic-
ipants of the agricultural insurance market. In
2018, the NAAI united the insurance market par-
ticipants working in the agro-business industry in
solving an important task: resolving the difficult
situation that arose as a result of including state
agricultural insurance support in the “single sub-
sidy”. The Association was able to draw the atten-
tion of relevant government agencies to the issue
of the destructive inadmissibility of the created
agricultural insurance system.

The consolidated work of NAAI, government
agencies, the Bank of Russia and the sectoral
agrarian community ultimately yielded positive
results, expressed both in restoring the subsi-
dy system and changing the legislation. In 2018,
largely due to NAAI initiatives and the active po-
sition of President Korney Bizhdov, agricultural
insurance received an updated legal framework

Dear participants of the agricultural insur-
ance system!

Today, the agricultural sector of our country
faces new challenges: after a period of produc-
tion recovery, there comes a time of active de-
velopment. In recent years, Russia has active-
ly declared itself on international markets for
food products, and the expansion of exports in
this area has received the status of a national
project.

On behalf of the National Union of Swine
Breeders, | welcome participants of the agricul-
tural risk insurance market. The swine industry
not only ensures the food security of the country
in terms of meat production, but also remains
a growing area of animal husbandry, despite
varying economic conditions. Enterprises op-
erating in conditions of reduced profitability are
experiencing the pressing need to reduce risks
of unplanned losses associated with the realiza-
tion of the main threats to livestock production.

First among these threats is the spread of
dangerous infectious diseases, primarily Afri-
can swine fever. Insurance in these conditions is
becoming one of the main tools for the protec-
tion of agricultural producers. Since 2013, when
livestock risk insurance was included in the ag-

that allowed increased freedom of choice for
agrarians in applying for insurance protection
under state support. This is an important stage
for improving the quality of insurance services
for farmers, which should be a guarantee for ex-
panding its use in the agricultural sector.

Noting current tasks, NAAI participated in the
development of strategic insurance community
goals, with an emphasis on the need to develop the
agro-industrial complex risk management system.

Although the integration of NAAI into ARIA is
still at an early stage, NAAI closely interacts and
coordinates its activities with ARIA while work-
ing on strategic issues and solving a number
of important professional tasks. | am confident
that the long-term close relations of our organ-
izations" mutual support and fruitful cooperation
will continue to serve as the key to success of all
joint projects in the development of the insurance
market. | wish NAAI and all agricultural insurers
successful business!

Domestic agricultural production has to main-
tain long-term sustainability and competitiveness.
In this regard, systematic measures to manage
agriculture risks, such as loss prevention, through
the use of high-quality technologies and insurance
are of great importance in coming to the aid of the
agricultural producer after unavoidable losses.

Building a system of agricultural insurance - the
main task of NAAI - is the key to protecting the sta-
bility of domestic agricultural sector development. |
wish NAAI great success in regulating it!

ricultural insurance system with state support,
the National Union of Swine Breeders has been
in constant contact with NAAI on questions con-
cerning the development of swine risk insur-
ance methodology, reaching common grounds
and receiving effective expert support.

In 2018, the main topic of interaction between
our unions was the development of solutions
for the effective insurance protection of risks
caused by the spread of African swine fever in
Russia. African swine fever outbreaks among
domestic pigs were detected in more than ten
territorial entities of Russia in 2018. We hope
that the insurance industry will be able to re-
spond to this challenge and, together with the
government, will protect the swine industry
from losses threatening its sustainability.

NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS

NAA
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2 0 1 8: START OF THE AGRICULTURAL
INSURANCE SYSTEM RESTORATION

IN 2018, THE STATE RECOGNIZED THE INADMISSIBILITY OF LEVELING DOWN
THE EFFORTS THAT WERE UNDERTAKEN IN PREVIOUS YEARS TO BUILD A
MODERN INSURANCE PROTECTION SYSTEM FOR AGRICULTURE IN RUSSIA.
THE SYSTEM CREATED GUARANTEES AND NEW OPPORTUNITIES FOR FUTURE
DEVELOPMENT.

Korney Bizhdov,
NAAI President

Meeting on agricultural insurance issues
under the leadership of Dmitry Patrushev,
Minister of Agriculture of the Russian
Federation, 25 September, 2018

Pl ]

In 2018, the main task for the agricultural insurance system in Russia and
NAAI was to overcome the crisis which arose a year earlier when the procedure
for subsidizing agricultural business was changed.

Starting in 2017, the governing bodies of
the agro-industrial complexes of the ter-
ritorial entities of the Russian Federation
were able to use funds of the so-called
“single subsidy”, which included support for
various regional agricultural development
programs. The structure of the «single sub-
sidy» included agricultural insurance with
state support.

Ll

NAAI WARNING: UNINSURED
AGRICULTURAL LOSSES ARE A
CONSEQUENCE OF CUTTING OFF
STATE SUPPORT

2017, and the beginning of 2018, demon-
strated that, in the absence of a clear goal for
the development of an agricultural insurance
system, regional agricultural governing bod-
ies prefer to direct subsidy funds primarily
to fulfill production tasks, without paying at-
tention to the fact that agrarians should have
insurance protection. As a result, the volume




Since 2018, Deputy Minister of Agriculture
of Russia Elena Fastova is supervising the
measures aimed at restoring the agricultural
insurance system

The Presidium of the Legislators Council
of the Russian Federation heared the report
presented by Korney Bizhdov, the President

of NAAI, 27 April, 2018

of state support of agricultural insurance de-
creased in 2017 by almost 3-fold compared
to 2016 and, of the 48 regions that set targets
for the agricultural insurance development in
2017, 63% did not fulfill this task. The result
caused a 50% drop in the insurance coverage
of crops, down to 1.7% of the sown area in
2017. Livestock coverage remained the same
due to the expanded use of franchises. A sim-
ilar situation persisted during the spring sow-
ing season of 2018, during which crop insur-
ance contracts concluded with state support
were single cases, while volume indicators of

agricultural insurance and agricultural insur-
ance coverage continued to decline.

The insurance segment with state sup-
port and the entire agricultural risk insur-
ance market were constantly under pres-
sure caused by negative trends. The data of
NAAI and the Bank of Russia for the first half
of the year confirmed that, in the absence of
state support, the ability of agricultural pro-
ducers to purchase insurance protection at
their own expense also decreased.

The refusal of a significant number of the
subjects of the Russian Federation to pro-
vide insurance protection to agrarians made
them apply directly to the state for assis-
tance in the event of emergencies. In fact,
regional agriculture governing bodies del-
egated responsibility to compensate dam-
ages to agrarians, in cases of emergency
situations, directly to the federal budget. This
circumstance was fully manifested in 2018,
when 27 regions of the Russian Federation
appealed to the Ministry of Agriculture of
Russia with a request to render assistance
to agricultural producers affected by adverse
natural phenomena.

Estimated damage in the amount of di-
rect costs for growing crops in the affected
regions was declared at the level of 11.3 bil-
lion roubles, and the documentary evidence
of losses amounted to 7.3 billion roubles.
Almost all of the losses, according to NAAI,
were not insured.

NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS

NAA
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“We need to find a solution to save this
extremely important institution, without
which it is impossible to develop agricultu-
re" - First Deputy Speaker of the Federation
Council Nikolai Fedorov speaking about the
need to restore agicultural insurance system,
January, 2018

LI
RECOVERY OF THE AGRICULTURAL
INSURANCE SUBSIDIES

Over the course of 2018, NAAI has contin-
uously drawn the attention of government
agencies to the inadmissibility of the destruc-
tion of the agricultural insurance system and
the need to provide agrarians with insurance
protection in case of adverse natural phe-
nomena. At the initiative of NAAI, meetings
were held at Agrarian Committees of the
Federation Council and the State Duma, and
between the President of NAAI, K. D. Bizhdov
with the First Deputy Chairman of the Feder-
ation Council, N. V. Fedorov.

This information has brought attention to
and caused concerns at the highest levels
of government authorities. The report of the
President of NAAI, K. D. Bizhdov, was deliv-
ered on 27 April, 2018, at the meeting of the
Presidium of the Legislators Council of the
Russian Federation chaired by the Heads of
both Chambers of the Legislative Assem-
bly of the Russian Federation, V.I. Matvien-
ko and V.V. Volodin; at the special meeting
on agricultural insurance of the Federation
Council Committee on Agrarian and Food
Policy and Environmental Management of
the Russian Federation on 15 May, 2018;
at the meeting of the Government of the
Russian Federation chaired by the Prime

= In 1=
i 1IN =

Minister D.A. Medvedev on 22 June, 2018;
at the meeting on agricultural insurance
with the Minister of Agriculture of the Rus-
sian Federation, D.N. Patrushev, on 25 Sep-
tember, 2018. In addition, NAAI took part in
more than 20 regional meetings, including
a meeting on preparation for harvesting
season in regions of Siberia with the pleni-
potentiary of the President of Russia in the
Siberian Federal District, S. . Menyaylo, on
04 September, 2018.

These activities resulted in recommenda-
tions for amending the agricultural insurance
system and taking certain measures for its
restoration, some of which were successfully
implemented by the new team of the Ministry
of Agriculture of Russia during the autumn
sowing campaign. The regions started financ-
ing agricultural insurance; winter sowing was
insured in 25 regions of the Russian Federa-
tion and the number of insured livestock in-
creased. 83% of all subsidies during 2018 fell
in the second half of the year after the adop-
tion of support measures in the government,
the Ministry of Agriculture, the Ministry of Fi-
nance and the Bank of Russia. As a result, the
amount of actually-transferred subsidies in
2018 amounted to 917 million roubles.

For the first time in the practice of ag-
ricultural insurance with state support,
stability was achieved in the transfer

At the Meeting

of the Presidium

of the Legislators
Council of the Russian
Federation,

27 April, 2018




NAAI presented the emergency to
restore the agricultural insurance system
at the meeting of the Federation Council

Committee on Agriculture and Food Policy
and Environmental Management, 11 January,
2018

of subsidies: as of 31 December, 2018,
all concluded insurance contracts with
state support were financed; their pay-
ment level reached 98%. In the past, the
transfer of at least half the amount of
subsidies for concluded contracts in the
regions involved serious delays - as late
as the next year - creating difficulties for
both insurance companies and insured
agrarians.

In general, the volume of the agri-
cultural risks insurance market in 2018
reached 3.7 billion roubles, 1.95 billion
roubles (53 percent) of which were for
insurance with state support (982 million
roubles under crop insurance contracts;

The Ministry of Agriculture pays special attention to stabilizing the
g system of state-supported agricultural insurance -
Minister D.N. Patrushev at the “Government Hour" in the State Duma.

969 million roubles under livestock insur-
ance contracts).

Also at the end of 2018, the Government of
Russia and the Ministry of Agriculture of Rus-
sia adopted and announced a number of deci-
sions that should have a stimulating effect on
expanding the practice of insuring agrarians
in 2019. First of all, the Ministry of Agriculture
of the Russian Federation has committed to
the allocation of additional funds of per-hec-
tare support to territorial entities of the Rus-
sian Federation. The Ministry also encourag-
es farmers to use insurance protection, and
set out to protect funds designated for agri-
cultural insurance support within the “single
subsidy” in the framework of agreements be-
tween the subjects of the Russian Federation
and the Ministry of Agriculture of Russia.

In addition, on 14 November, 2018, Gov-
ernment Decree No. 1371 was issued “On
changes in the procedure for compensating
damages to agricultural producers caused
by natural emergencies’, which stated that
agrarians without insurance protection will
receive compensation in the amount of 50%.

The restoration of the state support
system ensured the transition to the stage
of changing the conditions of agricultural
insurance, the foundations of which were
also laid in 2018 by all interested authori-
ties with the participation of NAAI.

19 September, 2019

NAA NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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D.N. Patrushevy, the
Minister of Agriculture of
the Russian Federation, 25
September, 2018

i -?_._.—_
N.F. Galaguza, member
of the Management Board

and the Presidium of
NAAI (Rosgosstrakh), 25
September, 2018

ot ™
S.I. Prostatin (on the Left)
member of the Management
Board and the Presidium of
NAAI (RSHB Insurance), 25
September, 2018

€. R. Alexandrova
(SOGAZ), 25 September,
2018

LI

INCREASING THE FLEXIBILITY
OF AGRICULTURAL INSURANCE.
CHANGES TO LEGISLATION

During 2018, NAAI initiated the discus-
sion and development of innovations to
change the legislation on agricultural in-
surance.

The question on the need to increase
the flexibility of agricultural insurance
conditions was discussed during the
preparation of legislative initiatives in the
State Duma Committee on Agriculture,
Environmental Protection and Environ-
mental Management and the Federation
Council Committee on Agrarian and Food
Policy and Environmental Management. It
was also outlined in the Consultative Re-
port of the Bank of Russia concerning the
development of agricultural insurance,
which was prepared in 2017 and passed
public discussion in early 2018.

Main requirements for amending the leg-
islation and organizing the agricultural in-
surance system, which were formulated in
the Consultative Report:

« Expansion of insurance with state support

+ Additional incentives for farmers to insure

« The development of small business insurance

« Improving loss settlement mechanisms

« Improving subsidy mechanisms

On 28 May, 2018, the Government of the
Russian Federation introduced a draft bill
to Law No. 260-FZ “On State Support in the
Field of Agricultural Insurance ..." to the State
Duma. During 2018, this bill was reviewed
by the Parliament in three readings and, on
27 December, 2018, was signed by Russian
President Vladimir Putin.

Main initiatives of NAAI and proposals
from the Advisory Report of the Bank of Rus-
sia were taken into account in the framework
of this law. Also, during the development of
the document, comments and suggestions
on the agricultural insurance system were
submitted to the Agrarian Committee of the
Federation Council from more than 30 sub-
jects of the Russian Federation.

These are the main changes in the con-
ditions of agricultural insurance with state
support:

« expansion of insurance coverage limits
in the range from 70% to 100% of the in-
sured value (previously from 80% to 100%);

« waiver of the threshold (franchise) level
for crop or plantings losses; for recognition
of a loss as an insured event (earlier: 20% of

crops compared to planned or the loss of per-
ennial plantings for at least 30% of the area);

« replacement of the conditional franchise
in the amount of 20% for the unconditional in
the amount of not less than 10% of the sum
insured (crop production risks);

« extension of the corridor for the allow-
able unconditional franchise; it can now be
established in the range from 10% to 50% of
the sum insured (previously from 0 to 30%)

« expansion of the list of risks that could
be insured;

« the possibility of choosing one or several
risks for insurance;

« limiting the territory of insurance for one
policy to the limits of one subject of the Rus-
sian Federation;

« providing the possibility of co-insurance
for one large object by several insurers;

« securing the legal status of space and
aerial photography methods for insurance
expertise.

These changes allowed the insurance
of crops and animals at a reduced cost
due to the expanded range of available
deductibles and insurance sums, allow-
ing agricultural bodies to subsidize a
larger number of agricultural insurance
contracts within available financing
limits.

LIV.

INTRODUCTION OF STATE
SUPPORT OF AQUACULTURE RISKS
INSURANCE

In 2018, subsidized agricultural insurance
system for the first time in Russia was ex-
tended to protect commercial aquaculture.

On 23 April, 2018, Law No. 109-FZ was
adopted on amending Law No. 260-FZ “On
State Support in the Field of Agricultural
Insurance ...", which provided for the exten-
sion of state support to insure risks of com-
mercial fish farming (industrial breeding
and cultivation of fish, algae and inverte-
brates). The initiator of these amendments
was the group of Deputies of the State
Duma headed by the Chairman of the State
Duma Committee on Agriculture, Environ-
mental Protection and Environmental Man-
agement, V.I. Kashin. According to this law,
state support for insurance of commercial
fish farming against risks of natural disas-
ters and infectious diseases was introduced
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MAJOR EVENTS ON LEGISLATION DEVELOPMENT AND REGULATION IN THE FIELD OF RISK MANAGEMENT
OF THE RUSSIAN AGRICULTURE AND THE AGRICULTURAL INSURANCE SYSTEM IN 2018, HELD WITH THE
PARTICIPATION OF NAAI

s The Presidium of
the Legislators
Council of

the Russian

* Federation, 27
April, 2018

. The Legislators
' Council of

the Russian
Federation
Meeting, 27
April, 2018

«...AGRICULTURAL PRODUCTION IN
RUSSIA IS ASSOCIATED WITH HIGH
RISKS, FIRST OF ALL BECAUSE OF
NATURAL CLIMATIC CONDITIONS.
THEREFORE, INSURANCE IS OF GREAT
IMPORTANCE FOR THE DEVELOPMENT OF
AGRICULTURE. »

- VALENTINA MATVIENKO, CHAIRPERSON
OF THE FEDERATION COUNCIL, 27 APRIL,
2018

15 FEBRUARY, 2018
Parliamentary hearings of the Federation
Council Committee on Agrarian and Food
Policy and Environmental Management on |
the topic: “On improving the mechanisms
of state support for the agro-industrial
complex of the Russian Federation”.
27 FEBRUARY, 2018
Discussion meeting on the published
Advisory Report of the Bank of Russia:

«Proposals  for

the development of

agricultural insurance with state support in
the Russian Federation».
23 APRIL, 2018

Law No. 109-FZ on amending Law No.
260-FZ on introducing state support for
commaodity aquaculture insurance.

27 APRIL, 2018

Meeting of the Legislators’ Council of
the Russian Federation at the Federal
Assembly of the Russian Federation.

Report of the President of NAAI, at the
meeting of the Presidium of the Legislators
Council, «On improving the legislative |
framework of the agricultural insurance |

system.»

Order: The Government of the Russian
Federation to purposefully carry out work to
restore the coverage of agricultural areas to

match the level of 2014 (by 2020).
28 APRIL, 2018

Order of the Government of the Russian
Federation No. 799-r of 28 April, 2018, on
the introduction of a bill amending Law
No. 260-FZ on expanding conditions and
increasing the flexibility of agricultural
insurance programs.
15 MAY, 2018

Meeting of the Federation Council
Committee on Agrarian and Food Policy
and Environmental Management, «On
Improving the Legislative Base of the
Agricultural Insurance System».

22 JUNE, 2018

The report of the President of NAAI at the
meeting of the Government of the Russian
Federation: “On the tasks of ensuring
agricultural harvesting in 2018 under the
chairmanship of D. A. Medvedev".

Order: The Ministry of Agriculture, the
Ministry of Finance and the Ministry of
Economic Development to consider the
issue of withdrawing agricultural insurance
with state support from the «single

subsidy».

NAA

NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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04 SEPTEMBER, 2018
Reviewing the issue on the state of the
agricultural insurance system in regions
of Siberia at a meeting on preparing
and harvesting with the Plenipotentiary
Representative of the President of the
Russian Federation in the Siberian Federal
District, S. . Menyaylo.
25 SEPTEMBER, 2018
insurance was Meeting with the Minister of Agriculture,
discussed by D.N. Patrushev, on the “Dorozhnaya karta»
the Government  of agricultural insurance development.
¥ of Russiaata 29 SEPTEMBER, 2018
meeting with Resolution of the Government of
the Chairman of ~ the Russian Federation No. 1159 of 29
the Government ~ September, 2018 “On the Permanent Anti- k
DA. Medvedev,  epizootic Commission of the Government
22 une, 2018  of the Russian Federation”. The President
of NAAI, K. D. Bizhdov, was included in the
Commission.
09 OCTOBER, 2018
The Minister of Agriculture of the
Russian Federation, D. N. Patrushev,
Report from presented a report with proposals to
the President introduce  accounting for insurance
of NAAL, Korney when calculating funds allocated for |
Bizhdovatthe ~ COMPensation in case of an emergency,
meeting with at a meeting on measures to realize the
the Chairman of potent|al of the agro-industrial complex,
the Government Wthl‘l was held under the leader_sh|p of
of the RE, Ross|an Pres@ent, _Vlad|m|r Putin, end
22 June, 2018 with the participation of the Russian
Prime Minister, Dmitry Medvedev, in the
Stavropol Territory.
14 NOVEMBER, 2018
Government Decree of the Russian
Federation No. 1371 of 14 November,
2018, “On Amendments to the Procedure
for Compensating Damages to Agrarians
Caused by Natural Emergencies” made
changes to the Rules for granting inter-

Agricultural

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

FINANCE, THE MINISTRY OF ECONOMIC DEVELOPMENT
OF THE RUSSIAN FEDERATION TOGETHER WITH
EXECUTIVE BODIES OF THE TERRITORIAL ENTITIES

OF THE RUSSIAN FEDERATION TO CONSIDER THE

ADVISABILITY OF SEPARATING AGRICULTURAL
INSURANCE SUBSIDIES AS AN INDEPENDENT STATE
SUPPORT MEASURE...»

ORDERS OF THE PRIME MINISTER OF THE RUSSIAN
FEDERATION D.A. MEDVEDEV (PROTOCOL OF THE

budgetary transfers to federal subjects
for compensating damages to agrarians |
caused by natural emergencies. It
established that, when calculating
compensation for damages, for agrarians
that did not have insurance protection, the
insurance protection coverage factor of

0.5 has to be applied, while a factor of 1.0

would apply to agricultural producers who

insured their property interests.

06 DECEMBER, 2018 -

Round-table of the Federation Council W

Committee on Agrarian and Food Policy

and Environmental Management «On
improving the system of state support

for farmers and the development of

GOVERNMENT MEETING ON 22 JUNE, 2018)

Consultations agricultural cooperation.»
| onthe 27 DECEMBER, 2018
agricultural Russian President Vladimir Putin
| insurance signed the law amending the agricultural
issues at the insurance system with state support,
Federation adopted by the State Duma and the

Council, 15May,  Federation Council.
2018




2019-2020

PROSPECTS FOR DEVELOPMENT

RESTORING THE AGRICULTURAL INSURANCE SYSTEM ON A MODERNIZED LEGAL BASIS CREATES THE
PREREQUISITES FOR FUTURE DEVELOPMENT, CONSIDERS THE CURRENT NEEDS OF THE RUSSIAN AGRI-
CULTURAL INDUSTRY, AND BECOMES A NEAR-TERM TASK FOR NAAI.

«.. THE IMPROVEMENT
TO THE LEGISLATIVE BASE OF THE
AGRICULTURAL INSURANCE SYSTEM,
CARRIED OUT WITH STATE SUPPORT,
IS AN IMPORTANT STATE TASK
FOR ENSURING THE PROTECTION
AND FINANCIAL STABILITY OF THE

AGRICULTURAL INDUSTRY OF RUSSIA».

/ DECISION OF THE PRESIDIUM OF
THE LEGISLATORS COUNCIL OF RUSSIA
ON 27 APRIL, 2018/

]
AGRICULTURAL INSURANCE - NEW
PERSPECTIVES

In 2018, the agricultural insurance
system set quantitative guidelines for
its development at the official level for
the first time.

NAAI agrees with estimates according to
which the implementation of changes will re-
sult in an increase in the share of, by 2025:

« insured livestock - at least up to 26.1%;

« insured crop areas- not less than 11.3%.

The implementation of changes in legisla-
tion that were adopted in 2018, in the practice
of agricultural insurance, will contribute to the
achievement of these goals. This is the main
task of NAAI for 2019.

Further development and disclosure of the
agricultural insurance potential, according
to NAAI, should be based not only on quan-
titative, but also on qualitative changes in the
approaches to its organization. Agricultural
insurance should become an integral part of
risk management measures not only for the
agricultural sector as awhole at the level of the
country and territorial entities of the Russian
Federation, but also for individual agricultural
producers.

The introduction of this approach may
suggest:

[ | amendments to the State Program
for Agriculture Development, highlighting risk
management measures, including insurance;

- transition to planning risk management
measures at the level of the agriculture gov-
erning bodies of the teritorial entities of the
Russian Federation;

[ | considering the availability of insur-
ance protection when providing state support
of large investment projects in the agriculture
governing bodies sector or projects on the de-
velopment of individual areas of agricultural
production, including livestock, horticulture,
viticulture;

[ | additional adaptation of insurance
conditions to the specifics of individual areas of
agricultural production;

[ | expanding the insurance coverage
for small and medium businesses and intro-
ducing innovative insurance methods;

| increasing the level of insurance
instruments proficiency among agricultural
producers.

These changes should be based on the im-
provement of agricultural insurance practices
and the quality of insurance services provid-
ed to agrarians in concluding and supporting
insurance contracts and claims settlements.
NAAI will camry out these tasks in close coop-
eration with the Bank of Russia and the Min-
istry of Agriculture of the Russian Federation.
NAAI will also continue to strengthen the infor-
mation support of agrarians on the benefits of
using insurance protection.

w
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1.1

THE DEVELOPMENT OF THE AGRICULTURAL INSURANCE SYSTEM WITH STATE SUPPORT STARTED IN
2012, COINCIDING WITH A PERIOD OF ACTIVE GROWTH IN THE RUSSIAN AGRICULTURE.

AGRICULTURAL INDUSTRY
IN RUSSIA IN 2018: KEY FIGURES

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

In 2018, agricultural production in Rus-
sia exceeded 5.1 trillion roubles, 2.6 trillion
roubles of which amounted to crop prod-
ucts with the remaining 2.6 trillion roubles
being for livestock products. The 2018 re-
sults confirmed the finalization of the 2012-
2016 period of sharp growth in the agro-in-
dustrial sector, despite the absolute record
of the grain harvest in the entire history of
the Russian Federation (135.4 million tons)
(see Chart 1). In comparable prices, the
volume of agricultural production in 2018
decreased slightly - by 0.6% compared to
2017 - due to a reduction in crop production

by 2.4%. At the same time, the livestock
sector showed an increase of 1.3%.

In 2018, agricultural products, raw ma-
terials and food supply exported from
Russia amounted to 25.7 billion dollars.

In 2019, the development of the agro-in-
dustrial complex could receive new incen-
tives as a result of an increase in state
support by 19.5%, to 303.6 million roubles,
and the implementation of the federal na-
tional project «Export of Agro-industrial
Products».

Agricultural production in Russia, billion roubles (in actual prices)
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FINANCIAL INDICATORS FOR THE
AGRO-INDUSTRIAL SECTOR OF THE
RUSSIAN FEDERATION IN 2018:

» 2541 billion roubles - volume of the
agro-industrial complex with state
support from the federal budget
(increased by 2.3% compared to
2017)

) 423.2billion roubles - investments in
fixed assets (increased by 12.9%
compared to 2017)

) 4548 billion roubles - volume of allo-
cated loans for seasonal field works
(increased by 43.5% compared
to 2017)



Agriculture production structure by the type of producers, 2018

AGRO-INDUSTRIAL COMPLEX

STRUCTURE

The agricultural census of 2016 and the
data of the Ministry of Agriculture of Russia

18.3%

Farms

M Individual households

listed as functioning:

» 275 thousand agricultural organiza-
tions (commercial enterprises)

» 1410 thousand agricultural farms
and individual entrepreneurs

3 18.8 million personal private farms
(households) and non-profit associa-
tions of citizens

» 4.3 thousand fish farms.

60.1%

Livestock

Agricultural organizations had the lead-
ing role in agricultural production in 2018,
which accounted for 50.1% of crop produc-
tion and 60.1% of livestock production.

M Agriculture enerprises

SourceRussin FedealSae Sl 2018 [

Livestock structure in Russia, 2018 (millions heads)

|

Poultry 543.0

Cattle 18.2

n - cows 8.0
=

Pigs 23.7
LIVESTOCK BREEDING STRUCTURE

In livestock breeding, agricultural organi-
zations breed the mainn part of pigs (87.8%
of total heads) and poultry (82.9% of total
heads). They also account for 44.8% of cattle
livestock and 16.0% of sheep and goat head.

7\
Y
Sheep and goats Y
23.1 '.’J

W — -
Source: Russian Federal State Statistic Service Minstfy of Agrictlture O fRERE NN

/9.6

area of crops in Russia
in 2018

AGRICULTURAL CROPS STRUCTURE

There are 348 million hectares of agricul-
tural land in Russia, 143 million of which are
used as arable land. 79.6 million hectares
were used for seed crop in 2018. According
to the Russian Federal State Statistic Ser-
vice, 67.3% of arable land or 53.6 million
hectares were sown by agricultural organ-
izations and another 30.3% or 24.2 million
hectares by individual farmers. More than
half (54.7%) of the agricultural area in 2018
is occupied by grain crops.

Crops structure in Russia, 2018
(million hectares)

54.7%

B Grain crops
Forage crops Potatoes
M Technical crops M Vegetables crops
Source: Russian Federal State Statistic Sefvice; 2018~~~ 7
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1.2

THE ROLE OF INSURANCE IN
COMPENSATION FOR DAMAGES TO
THE AGRICULTURE INDUSTRY OF RUSSIA
CROP AND LIVESTOCK PRODUCTION IN RUSSIA IS FRAUGHT WITH THE RISK OF NATURAL HAZARDS
WHICH ANNUALLY LEAD TO THE LOSS OF CROPS AND LIVESTOCK. IN 2018, THE STATE ASSISTANCE
PROVIDED TO THE AGRICULTURAL PRODUCERS IN THE CASE OF EMERGENCIES WAS CONDITIONED BY
THEIR USE OF INSURANCE FOR THE FIRST TIME.

2018:

1.4..

hectares

of agricultural crops were

affected

Yo

farms suffered

/.3 e

roubles

in assessed damages to
farms based on direct costs

Comparison of budgetary
emergencies payments and
insurance payments to agrarians,
bn roubles

of the
Russian
Federation,
I Orders of
the
Government
of the
Russian
Federation

compensation from the budget of

the

ussian Federation

According to NAAI and the Bank of Rus-
sia, from 2012 to 2018, insurers paid 29.9
billion roubles of insurance indemnity to
agrarians in accordance with agricultur-
al risk insurance contracts. According to
the Ministry of Agriculture of the Russian
Federation, during the same period, the
agrarians affected by emergency situa-
tions received 22.5 billion roubles com-
pensation from the federal budget (see
Chart 1).

In 2017-2018, with the reduction in the
volume of the insurance market due to a
change in the state support order, insur-
ance payments were reduced to less than
half that of 2016. In 2018, agricultural in-
surers paid agrarians 1.56 billion roubles
of insurance compensation under agricul-
tural risk insurance contracts; 704.5 mil-
lion roubles of which were for insurance
with state support. As for payments on
subsidized policies: 359.7 million roubles
were paid for crop insurance and 394.3
million roubles for livestock insurance.
Insurance payments were carried out in
58 territorial entities of the Russian Fed-
eration in 2018.

22,6

10

15

20 25 30
Volume of compensations paid from the budget of the RF in bln of roubles
M Agricultural insurance claims paid, billions of roubles

27 subjects of the Russian Federation
received compensation allocated from the
federal budget funds for damages caused
by natural disasters. The amount of pay-
ments exceeded the planned budget for
2018 by 1.89 billion roubles and amounted
to 3.7 billion roubles (in accordance with
the Orders of the Government of the Rus-
sian Federation No. 2837-r, No. 2838-r of
19 December, 2014, and No. 2905-r of 22
December, 2018). At the same time, a new
procedure for insuring farmers in the af-
fected regions was used when calculating
federal budget allocations for emergency
situations (Government Decree No. 1371
of 14 November, 2018). Uninsured agrar-
ians were compensated in the amount of
50% of the estimated damages.

1.2.1. CROP LOSSES

Agricultural insurance practices from
2012-2018 showed that the main risks
leading to insurance payments in crop
production in Russia are associated with
the phenomena of moisture deficiency:
soil, atmospheric drought and dry winds.
The statistics for payments accumulat-
ed by NAAI showed that, for 2012-2018,
63.4% of total payments made by mem-
bers of NAAI for crop insurance fall under
this category of losses. In second place
is the risk of soil waterlogging: 16.6% of
payments. The third place, with a share of
8.5%, is for risks related to the wintering
period of crops: freezing (the main risk for
winter crops with a share of 8.0% of total
amount of payments), asphyxiation and
ice crusting.

The loss of frost ranked fourth with
5.6% of all payments. Storm risks were
also significant - damage from hail and
strong winds accounted for 4.9% of all
payments. In addition, during the spec-
ified period, dust storms and the spread
of pests and natural fires led to losses of
insured crops.

According to NAAI and the Ministry
of Agriculture of Russia, emergencies
caused by unfavorable weather conditions
took place in 28 territorial entities of the



Distribution of insurance loss payments made by NAAI members for
crop losses, state-supported insurance,
2012-2018
S TN R
I % of % of

|

payments payments
Soil drought 22.2  Frost 5.6
Dry wind 19.5  Strong wind
Freezing

sorce:NAAL .

Russian Federation throughout 2018. 16
regions were exposed to atmospheric
and/or soil drought, 9 regions to water-
logged soil or flooding, and 3 regions to
hail. 2 regions suffered from early snow
cover. The total confirmed amount of

48.5,4.

roubles
- damages caused to the Russian
agriculture from 2012

damage amounted to 7.3 billion roubles.
Single major losses of 2018 include

hail at the end of June-July in Southern

Russia. Individual enterprises operating

lofficial estimate based on direct
costs/

in the field of vegetables and horticulture
suffered product losses in the range from
100 to 200 million roubles per farm.

1.2.2. LIVESTOCK LOSSES
According to NAAI, since the introduc-
tion of state support for livestock insur-
ance in 2013 and until 2018, the main
threat for animal husbandry in Russia has
been the risk of spreading epizootic dis-
eases, which caused 98.6% of insurance

payments under contracts with state sup-
port. Major payments were made for loss-
es caused by the spread of African swine
fever (ASF) and Avian Influenza. Payments
made by insurers, that were members of
NAAI, for losses caused by these diseases
amounted to 1.7 billion roubles, with the
largest single payment amounting to 371
million roubles (for Avian Influenza in the
Penza region).

During this period, there were also
cases of insured livestock losses as a re-
sult of fires, power/water supply failures
caused by natural disasters, avalanches
and other natural and man-made emer-
gencies.

In 2018, according to the Federal Ser-
vice for Veterinary and Phytosanitary Sur-
veillance, cases of dangerous infectious
diseases of agricultural animals were
detected in 33 regions of the Russian Fed-
eration. In total, 112 ASF foci were identi-
fied during the year: domestic pigs were
affected in 15 regions of the North-West,
Center, South of Russia and the Volga re-
gion; 82 outbreaks of Avian Influenza oc-
curred in 15 regions of the South, Center
of Russia and the Volga region; 64 out-
breaks of nodular dermatitis in 5 regions
(Samara, Saratov, Kurgan, Chelyabinsk,
Omsk regions); 12 outbreaks of sheep and
goat pox affected 4 regions (Tula, Mos-
cow and Amur regions, the Republic of
Kalmykia); 6 foci of foot and mouth dis-
ease (Trans-Baikal Territory); 4 outbreaks
of classical swine fever (Moscow Region,
Primorsky Krai); and 1 case of anthrax
(The Republic of Tuva).

Distribution of insurance loss payments made by NAAI members
for livestock losses, state-supported insurance,
2013-2018

IN 2018, A SPECIAL
STANDING ANTI-EPIZOQTIC
COMMISSION OF THE GOVERNMENT
OF THE RUSSIAN FEDERATION WAS
ESTABLISHED TO FIGHT AGAINST THE
EPISOOTIC THREATS, UNDER THE
CHAIRMANSHIP OF ALEXEY GORDEEV,

¥ Infectious animal diseases

DEPUTY PRIME MINISTER OF RUSSIA

included in the list approved by the

B Power/water supply failure
caused by natural disasters

authorized authority B Wildfire
Fire M Avalanche
H Other
Source: NAAI TS i
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1 o 3 STATE SUPPORT
TO AGRICULTURAL INSURANCE

2018 WAS A RECOVERY PERIOD FOR THE RUSSIAN SYSTEM OF STATE SUPPORT FOR AGRICULTURAL
INSURANCE.

In 2018, one of the main tasks for
the agricultural insurance system was
to prevent the threat of its destruction
caused by the negative trend which oc-
curred when regions switched to a new
order of state support for the agro-in-
dustrial complex - the so-called “sin-
gle subsidy” - which included insurance
subsidies. In the second half of the year,
this issue was solved, with regions re- o
storing state support of agricultural in-

50%

of insurance premium is compensa-
ted for farmers by the state
/law 260-FZ/  1.3.1. LEGAL AND REGULATORY
FRAMEWORK OF STATE

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

SUPPORT
According to the relevant legislation
v (Laws No. 260-FZ and No. 264-FZ), the
NAA| territorial entities of the Russian Feder-

B ation in the framework of regional pro-
grams, adopted in accordance with the
State Program for the development of
agricultural products, raw materials and
food from 2013 till 2020 (approved by the

Government of the Russian Federation)

provide state support to agricultural pro-

ducers, including partial payment of agri-
days

cultural insurance costs. In turn, the fed-
is the deadline for the regional  eral budget finances these programs on
governing bodies for notifying agra-  the basis of agreements, which each re-
rians about the decision on subsidi-  gion concludes annually with the Ministry
zing insurance (according to the Law  of Agriculture of Russia. The agreements
260-FZ from 2019)  set performance targets for various are-
as of agro-industrial activity, with regions
implementing them throughout the year

(including agricultural insurance).

While providing state support, the
management bodies for the agro-in-
dustrial complexes send subsidies for
insurance premium payments to agrar-
ians who have entered into insurance
contracts under conditions stipulated by
Law No. 260-FZ, paying half of the insur-
ance premium. The size of the subsidy in
each case depends on the subsidy rates
established in the Agricultural Insurance
Plan for the current year. 50% of the in-
surance policy can be paid from the fed-
eral budget.




83.

of all insurance subsidies in 2018
were transferred to the agrarians
in the second half of the year be-
cause of measures undertaken by

the state bodies and NAAI.

+/79%

Agriculture insurance market
growth in the Il half of 2018

1.3.2. ORGANIZATION OF
AGRICULTURAL INSURANCE
WITH STATE SUPPORT IN
2012-2017. THE PROBLEM
OF THE “SINGLE SUBSIDY.”

During 2012-2016, subsidies for state sup-
port of agricultural insurance were allocated
to the regions in a targeted manner, within
limits provided for in the federal budget (up
to 5 billion roubles for crop production risks
insurance and up to 500 million roubles for
livestock insurance). Since 2017, with the
adoption of Government Decree No. 1556
of 30 December, 2016, a number of areas
with state support, including agricultural in-
surance, adopted the “single subsidy”, with
regions receiving the right to dynamically
manage the funds of federal subsidies and
independently redistribute them. The regions
preferred to direct funding primarily for pro-
duction purposes, due to the absence of an
assigned task to organize insurance protec-
tion of agrarians.

Since the second half of 2016, NAAI has
repeatedly drawn the attention of authorities
to the fallacy of the decision regarding agri-
cultural insurance. Practice has confirmed
these concerns: in 2017, the amount of crop
insurance subsidies dropped to Y% that of
2016, amounting to 529 million roubles. At
the same time, the volume of agricultural
insurance subsidies decreased by two-thirds
- to 940 million roubles (total subsidies in
2016 amounted to 2.6 hillion roubles, due to
a change in the state support order: the sub-
sidies for autumn sowing insurance were
reduced).

Federal subsidies for state support to agricutural insurance,
million roubles

2012
ECrop

4398

2013

M Livestock

2014

CHANGING
THE SUBSIDIZING ﬁYSTEM

1.3.3. 2018: NEW BASE FOR

THE ORGANIZATION OF
AGRICULTURAL INSURANCE
WITH STATE SUPPORT

The task of restoring the system of ag-
ricultural insurance was set at the govern-
ment level in 2018. Following the meeting of
the Government of the Russian Federation
‘On the aims of ensuring agricultural har-
vesting in 2018, chaired by D. A. Medvedev
and including a report from the President of
NAA, the Ministries of Agriculture, Finance
and Economic Development of the Russian
Federation were instructed to consider with-
drawing the direction of state support of ag-
ricultural insurance from the “single subsidy’".
Incentive subsidies - in the form of additional
per-hectare support to insured households -
and the targeted use of subsidy funds will be
provided from 2019 on.

These measures brought tangible results in
2018. The volume of transferred subsidies un-
der concluded agricultural insurance contracts
amounted to 930 million roubles. At the same
time, 83% of these subsidies were transferred
only from the 1st of July - after the adoption of
incentive and support measures at the level of
the Government of the Russian Federation, the
Ministry of Agriculture, the Ministry of Finance
and the Bank of Russia.

The stability indicators of state support
reached the highest levels in 2018. As of 31
December, 2018, all concluded insurance con-
tracts were fully funded, by 98%, which points
to an almost complete transfer of subsidies
by the agro-industrial complex bodies till the
end of the year. After the listed measures
were implemented, 83% of all agricultural in-
surance subsidies for 2018 were transferred
in the second half of the year. 10 days is the
deadline for notifying agrarians about the de-
cision of the agro-industrial complex body on
subsidizing the insurance contract (this period
will enter into force from 2019 and was estab-
lished by Law N2 260-F2).
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1.4

AGRICULTURAL INSURANCE: NEW PROSPEC

RUSSIAN AGRICULTURAL
INSURANCE MARKET IN 2018

THE MAIN RESULT OF 2018 WAS THE CESSATION OF NEGATIVE PROCESSES IN AGRICULTURAL IN-
SURANCE. AFTER ONE-AND-A-HALF YEARS OF STEADY DECLINE IN THIS MARKET, A RECOVERY WAS OB-
SERVED FOR THE FIRST TIME, OCCURRING IN THE SECOND HALF OF 2018. AS A RESULT, THE VOLUME
OF THE AGRICULTURAL INSURANCE MARKET IN 2018 EXCEEDED THE NAAI FORECAST AND REACHED

3.7 BILLION ROUBLES.

Agricultural insurance market structure in Russia in 2018
(premiums, bin roubles)

3.73
bln rubles

I Non-supported insurance
I State-supported crop insurance
I State-supported livestock insura

Source: NAAI, T‘hprﬁin'r'

Agricultural insurance premiums, Russian Federation, 2012-2018,
bn roubles.

BANK OF RUSSI
REGULATION
MEASURES

8.5

I 2012 2013
B State-supported

Source: NAAimC';ut'f

2014 2015 201

B Without state sup

In 2017, due to a change in the proce-
dure for subsidizing agro-industrial busi-
ness, the regions sharply reduced and, in a
number of cases, completely stopped state
support of agricultural insurance. This led
to a contraction of the agricultural insur-
ance market with state support in 2017,
the volume of which decreased in relation
to 2016 by 72% to 2.32 billion roubles of
written premiums. The entire agricultural
risks insurance market, including the one
subsidized, decreased by 60% to 3.92 billion
roubles in 2017.

The negative trend continued in the first
half of 2018, when NAAI observed a crop by
regions to the subsidizing of planting insur-
ance, while agricultural insurance market
indicators continued to show a decline. In
the second half of the year, due to the lead-
ership of the Ministry of Agriculture and
large losses in the agricultural sector, the
regions resumed subsidizing risks to crop
and livestock production and supported in-
surance for winter crops.

As a result, throughout July-Decem-
ber 2018, the agricultural insurance with
state-supported  premiums  increased
by 79% compared to the same period in
the previous year, and by 33% on policies
without state support. Total premiums for
agricultural risk insurance in this period in-
creased by 56%.

As aresult of the recovery in the second
half of the year, the Russian agricultural
insurance market reached 3.73 billion rou-
bles in 2018, showing a slight decrease of
4.8% compared to 2017.

The volume of the agricultural risks
insurance market under contracts con-
cluded without state support increased by
16% over the year to 1.78 billion roubles
(2017: 1.54 billion roubles). The revival of
the state-supported segment in the sec-
ond half of the year caused an increase
in the demand for additional insurance
protection.



Crops insured acreage (state-supported insurance) in 2018,
thousand hectares
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Technical crops
58.3 thousand
hectares

Forage crops

Grain crops 949.4 thousand
hectares

total

1158
thousand
hectares

thousand
hectares

Legumes and
pulse crops15.6
thousand
hectares

Potatoes
0.5 thousand
hectares

Vegetable crops
0.3 thousand
hectares

Source: NAAI 2018 17 TS Il I T RS

.1.4.1. THE AGRICULTURAL
INSURANCE MARKET
STRUCTURE

In 2018, out of 3.73 billion roubles of insur-

ance premiums written under agricultural
insurance agreements, about 53%, or 2 bil-
lion roubles, came from insurance with state
support (2017: 2.32 billion roubles). The share
of insurance with state support in the overall
market structure continued to contract: for
comparison, in 2017 it was 65%; in 2016, 87%.

According to the adjusted data of NAAI for

the policies issued in 2918, in the structure

Plantations
0.1 thousand hectares

Insured livestock structure in Russia in 2018 (state-supported
insurance), thousand conventional heads

Cattle
757.1 thousand
conventional heads

Poultry

1980 thousand

conventional heads
Seep and goats
11.5
thousand
conventional

T M"\I|
.. |"’—1N heads
/

T

&

Horses and others

4.8 thousand
conventional heads

Pigs 2040.6 thousand conventional heads
Source: NAAI, 2018 S ik NPT 1 "iAEIEE

of state-supported insurance, the amount
of insurance premiums in 2018 was almost
equally divided between crop risk insurance,
with harvest and perennial plantings account-
ing for 49% of written insurance premiums
and livestock insurance about 51%.

Thus, in the structure of the subsidized ag-
ricultural insurance market, livestock insur-
ance for the first time began to prevail over
agricultural crop insurance (a year before its
share reached 40%).

In total, in 2018, 65.4 thousand agricultural
risk insurance contracts were concluded in
Russia (11% fewer than the previous year, at
73.7 thousand). Of these, 60.4 thousand con-
tracts were concluded with individuals, and
only 5 thousand contracts with legal entities,
indicating a high undisclosed potential for ag-
ricultural insurance. All insurance contracts
with state support (about 1 thousand) are
concluded exclusively with legal entities.

Agricultural risks were insured by 27 insur-
ance organizations in Russia throughout 2018,
but 97% of this market, including insurance
without state support, is accounted for by in-
surance companies which are members of
NAAI (16 companies).

Dynamics of the average insured
sum and the average insurance
premium per contract, state-suppor-
ted crop insurance (NAAI members),
2012-2018

I N
L |

88.8
79.3

2012 2013 2014 2015 2016 2017 2018

B Average Eremium per contract,
. million roubles

M Average sum insured per
! contract, million roubles
" Source: NAA, 2018
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1.4.2. SUBSIDIZED CROP
INSURANCE

To insure harvest and perennial plant-
ings, members of NAAI concluded 427
subsidized crop insurance contracts in
2018, which provided for a total insured
amount of 23.7 billion roubles. Written in-
surance premiums amounted to 989 bil-
lion roubles. In total, 1.2 million hectares of
sown area were insured, which amounted
to 1.5% of the total sown (planted) area for
the country. The main insurance objects
were grains, which accounted for 82% of
the total insured area, along with oilseeds,
fodder and industrial crops.

About 591 thousand hectares, or 51% of
the insured area, accounted for winter sow-
ing (grain crops took 62% of all insured are-
as). At the same time, there was a decrease
in the volume of risks transferred to insur-
ance: the average insurance amount per 1
crop risk insurance contract decreased from
82.3 million roubles to 55.5 million roubles;
the average insurance premium from 3.1
million roubles to 2.3 million roubles.

Dynamics of the overall portfolio of
insurers - members of the NAAI in
the state-supported crop insurance
segment, 2012-2018

2012 2013 2014 2015 2016 2017 2018

B Premiums, bin. roubles
I B Number of policies, thousand

 Sources NA, 20187 1 T

1.4.3. SUBSIDIZED LIVESTOCK IN-
SURANCE

To insure livestock risks, members of
NAAI concluded 335 subsidized insurance
contracts in 2018, which provided for a to-
tal insured amount of 101.7 billion roubles.
Written insurance premiums reached 1.0 bil-
lion roubles (previous year: 874 million rou-
bles). In total, 4.8 million conventional head
were insured with state support (in 2017,
4.5 million head), which accounted for about
16.7% of the total population. The largest
insurance with state support coverage was
achieved in swine breeding: 5.9 million head
were insured, amounting to 25% of the total
number of swine, while insured livestock in
poultry farming (99.9 million head) account-
ed for 18% of the total number of poultry.

Compared to the previous year, there was
a noticeable increase in the average insured
amount of a contract - up to 303.5 million
roubles (previous year: 240.4 million rou-
bles). The average insurance premium rose
to 3 million roubles compared to 2.3 million
roubles in 2017.

Type
of live)é?ock

Cattle

Pigs

Seep and goats
Poultry

Horses

Dynamics of the overall portfolio of
insurers - members of the NAAI in
the state-supported livestock insu-
rance segment, 2013-2018

1038 10171014

939

2013 2014 2015 2016 2017 2018

- B Number of policies, thousand
I B Premiums, bin. roubles

 Source: NAL 2018 17 BRI

State-supported agricultural insu-
rance penetration in Russian Federa-
tion, 2012-2018

185 177 AR

1.5
2012 2013 2014 2015 2016 2017 2018

W Share of insured acreage in
~ the total cultivated area, %

B Share of insured livestock
I (conventional heads), %

* Source: NAN, 2018
The share of insured live- Insured livestock,
stock of the total livestock inRF  number of heads
4% 745.2 thousand
25% 5.9 million
1% 118.9 thousand
18% 99.9 million
1%< 4.8 thousand

Dynamics of the average insured
sum and the average insurance pre-
mium per contract, state-supported
livestock insurance (NAAI members),
2013-2018

2013 2014 2015 2016 2017 2018

. BAverage sum insured per
I contract, million roubles

n Average premium per contract,
million roubles

ource: NAAI, 2018 1 LT
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2 o 1 DEVELOPING THE LEGAL AND
REGULATORY FRAMEWORK
FOR AGRICULTURE INSURANCE

RESTORATION OF THE AGRICULTURAL INSURANCE SYSTEM ON THE RENEWED LEGISLATIVE BASIS HAS
BECOME THE MAIN TASK OF NAAI FOR 2018. IT HAS BEING CARRIED OUT IN CLOSE COOPERATION WITH
ALL INTERESTED AUTHORITIES AND THE SECTORAL AGRARIAN COMMUNITY.

In 2018, NAAI activities in the area of de-
veloping the regulatory framework for agri-
THESE ARE THE MEASURES  cultural insurance focused on the following
tasks:

FOR THE DEVELOPMENT OF AGRICUL- « initiation of amendments to the legis-
lation on agricultural insurance and partic-

TURAL INSURANCE INITIATED IN 2018; ipation in their preparation;
« submission of proposals to restore and

* PROTECTION OF AGRICULTURAL change the system of agricultural insur-
ance with state support;
INSURANCE SUBSIDIES IN A “SINGLE « discussion of the strategic importance
of agricultural insurance as a risk manage-
SUBSIDY"; ment tool for the agro-industrial sphere.
This work was carried out by NAAIin co-
* ADDITIONAL PROVISION OF operation with the Federation Council and
the State Duma of the Russian Federation,
UNBOUND HECTARE SUPPORT TO the Government of the Russian Federa-
tion, the Ministry of Agriculture, the Minis-
INSURED AGRARIANS; try of Finance and the Bank of Russia.

The issue of a rapid adoption of the

* ACCOUNTING FOR THE PRESENCE draft law and the need to restore insur-
ance coverage of crops was raised by the

OF INSURANCE IN THE CALCULATION Presidium of the Legislators' Council of
the Russian Federation, headed by Chair-

OF COMPENSATION FOR EMERGENCY men of the two Chambers of Parliament
V.l. Matvienko and V.V. Volodin, and the

SITUATIONS. Chairman of the Government of the Rus-
sian Federation D.A. Medvedev. This issue

was addressed in a number of meetings

between the President of NAAI and the

leaders of various government levels, in-
cluding the First Deputy Chairman of the
Federation Council Nikolai Fedorov, the
two Heads of Senators, M. P. Schetinin
and S. F. Lisovsky, and the Chairman of the
Federation Council Committee on Agrarian
Food Policy and Environmental Manage-
ment A. P. Mayorov.

The basis of the changes made to the
system of agricultural insurance was also
formed by recommendations from the
Consultative Report of the Bank of Russia
concerning the development of agricultur-
al insurance, published in early 2018.

In order to maintain intra-industry coop-
eration, the Administrative Office of NAAI,
together with the Methodology of Insur-
ance Committee, agreed on a unified posi-
tion on improving the existing agricultural
insurance system. Proposals were sent to
the Ministry of Agriculture for Russia, the
State Duma, and the Federation Council in
May and August 2018. This position was
developed in coordination with the sec-
toral agrarian unions; the National Union
of Swine Breeders, the National Union
of Grain Producers, the National Union of
Producers of Fruits and Vegetables and
the Union of Participants of the Potato
and Vegetables Markets.




N. F. Galaguza,
member of t the
Management Board
and Presidium of NAAI
(Rosgosstrakh ), and
V.A. Konstantinovich
(Rosgosstrakh)

I.A. Alpatova, Deputy CEO,
AlfaStrahovanie

THE PROPOSAL OF NAAITO
INTRODUCE A SYSTEMATIC APPROACH
TO THE RISKS OF THE AGRICULTURAL
INDUSTRY, INCLUDING AGRICULTURAL
INSURANCE, WAS SUPPORTED BY THE
TWO COMMISSIONS OF THE RUSSIAN
UNION OF INDUSTRIALISTS AND
ENTREPRENEURS IN 2018.

2.1.1. LEGAL BASIS OF THE
AGRICULTURAL INSURANCE
SYSTEM
The legal basis for the agricultural insur-
ance system with state support in Russia is
formed by two basic federal laws:

» Law No 264-FZ (in force since 2007)
‘On the Development of Agriculture”,
establishes the foundations of agricul-
tural policy and the conditions for federal
financing of state supported programs.
Included is the task of “developing a risk
insurance system in agriculture” in the
list of areas supported by the state .

» Law No. 260-FZ (in force since 2012).
“On state support in the field of agricul-
tural insurance ..", the first specialized
Russian law regulating the conditions of
subsidized agricultural insurance.

Since 2016, the provisions of Law No.
260-FZ introduced special regulation of the
only all-Russian association of agricultural
insurers responsible for the development
and compliance with standards of subsi-
dized agricultural insurance, as well as the
organization of a guarantee system. The ac-
tivity of the Association is carried out under
the oversight of the Bank of Russia.

Funds for state support of agricultural in-
surance, in accordance with the provisions of
Laws No. 264-FZ and No. 260-FZ, have to be
provided for by law in the federal budget for
the next financial year. The system of subsi-
dizing agricultural insurance is regulated by
a set of additional legislative and regulatory
acts of the Government of the Russian Fed-
eration and the highest executive bodies of
the subjects of the Russian Federation.

The practical functioning of the agricul-
tural insurance system with state support
requires mandatory availability of a sub-le-
gal regulatory framework adopted by the
Government and the Ministry of Agriculture
of the Russian Federation. After the 2016
transition to a unified system of agricultur-
al insurance, insurance contracts with state

support have to comply with the unified
standard insurance rules approved by NAAI
in coordination with the Ministry of Agricul-
ture, the Ministry of Finance of the Russian
Federation and the Bank of Russia.

In 2018, 2 federal laws were adopted,
amending Law No. 60-FZ:

+ 0On 23 April, 2018, Federal Law No. 109-
FZ, which extended state support for insur-
ance of commercial aquaculture objects
(entered into force on 01 January, 2019);

+ On 27 December, 2018 Federal Law No.
563-FZ, aimed at increasing the availability
of agricultural insurance with state support
for agrarians, increasing the insurance cov-
erage of sown areas and livestock, giving
legitimacy to the use of space monitoring
as an aid to the expertise of insurance con-
tracts with state support (entered into force
on 01 March, 2019).

Both laws required substantial revi-
sion and adjustment of the regulatory and
methodological framework in order to ac-
comodate new insurance conditions. This
work was commenced by NAAI in advance,
starting in the fourth quarter of 2018.

2.1.2. INTERACTION WITH
LEGISTATIVE AND
GOVERNMENT AUTHORITIES

In the process of negotiating and finaliz-

ing the draft law on amending Law No. 260-

FZ, NAAI had presentations at 11 special-

ized working group meetings of the State

Duma Committee on Agrarian Issues under

the guidance of the Deputy Chairman of the

Committee A. N. Khairullin (created as part

of ajoint initiative by the Deputy A. N. Khair-

ullin and NAAI), 10 meetings of the Feder-
ation Council Committee on Agrarian-Food

Policy and Environmental Management, 20

meetings of the Bank of Russia, the Min-

istry of Agriculture and the Ministry of Fi-
nance of Russia.

Within the framework of working interac-
tion between the State Duma Committee on

NAA
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NAAI

e

> 40

were held on the issues related to
the Law 260-FZ throughout 2018
involving the Agrarian Committees
of the State Duma, the

Federation Council, the Ministry

of Agriculture, the Ministry of
Finance and the Bank of Russia.

> 7 5

S
appeals
were sent by NAAI to the Ministry
of Agriculture of the Russian
Federation and the executive
authorities on changes to the
current legislation and the
procedures for subsidizing
agricultural insurance throughout
2018.

RECOMMENDATIONS OF
THE FEDERATION COUNCIL AGRARIAN
COMMITTEE HELD ON 15 MAY, 2018,
ARETO:

* INCLUDE THE SECTION “RISK MAN-
AGEMENT OF THE AGRO-INDUSTRIAL
COMPLEX" IN THE STATE PROGRAM FOR
AGRICULTURAL DEVELOPMENT;

* DEVELOP A LONG-TERM STRATEGY
FOR AGRICULTURAL INSURANCE FOR
THE PERIOD UP TO 2030.

V1. Kurlenko, Deputy CEO,
National Union of Swine
Breeders (left),

and M. |. Privezentsev, CEQ,
National Union of Grain
Producers

Agrarian Issues and the Federation Council
Committee on Agrarian-Food Policy and En-
vironmental Management, NAAI took part:

» in Parliamentary hearings in the State
Duma:

B On 26 March, 2018 - “Improving budg-
etary support for the agro-industrial
sector: federal and regional aspects’;

B On 23 May, 2018 - “The development of
organic agriculture and the production
of organic products: legal support and
law enforcement practice”;

B On 20 June, 2018 - “Legislative aspects
of the material and technical base of
agriculture development'.

» in Parliamentary hearings and meet-

ings in the Federation Council

B On 15 February, 2018 - “On the im-
provement of mechanisms of agri-
cultural state support in the Russian
Federation”;

B On 15 May, 2018 - “On the improvement
of the legislative framework of agricul-
tural insurance”.

» Based on the results of this meet-
ing, the following amendments
were introduced to the Government
of the Russian Federation:

« To include the section “Agri-
cultural Risk Management” and
the subsection “Agricultural In-
surance” in the long-term strat-
egy for the development of the
agro-industrial complex of the
Russian Federation and the state
program for the development of
agriculture after 2020;

+ To develop long-term strat-
egy for the development of ag-
ricultural insurance with state
support, including the direction
of improving the system of sub-
sidizing agricultural insurance
for the period up to 2030.

« To take measures to in-
crease the insured arable are-
as of crops and livestock under
Federal Law No. 260 up to 70%

of the total sown area of crops
and livestock by 2030.

M On 18 May, 2018 - “On the long-term
strategy for the development of the
agro-industrial complex of the Russian
Federation”;

B On 22 November, 2018 - “On the pre-
liminary results of harvesting and the
preparation plan for spring field work
in 2019".

» Based on the results of this
meeting, it was decided to rec-
ommend that the Ministry of
Agriculture of Russia, together
with NAAI, prepare proposals on
the possibility of including addi-
tional insurance programs in the
agricultural insurance system
with state support, considering
the specifics of the agro-climatic
conditions of individual regions
and agro-industrial sectors;

B On 06 December, 2018 - “On improving
the system of state support of agrari-
ans and the development of agricultur-
al cooperation”.

2.1.3. INTERACTION WITH THE
MINISTRY OF AGRICULTURE
OF RUSSIA ON THE DEVEL-
OPMENT OF LEGISLATION
AND SUBSIDY SYSTEMS

In 2018, NAAI took part in 19 meetings at
the Ministry of Agriculture of Russia, as well
as in a number of meetings with the Minister
of Agriculture D.N. Patrushev, Deputy Minis-
ters and Directors of Agricultural Insurance
Issues Departments.

On 25 September, 2018, a special meeting
under the leadership of D. N. Patrushev on
the development of agricultural insurance
with state support was held, which resulted
in the following measures:

« to prepare the draft amendments to the
Rules of providing and distributing subsidies,
with the federal budget limit provided to the
budget of a territorial entity of the Russian
Federation to reimburse part of the insur-
ance premiums under agricultural insur-
ance contracts. The limit will be allocated
from 2019 within the framework of the sin-
gle subsidy;

+ to address the possibility of introducing
changes to the Rules of providing and dis-
tributing subsides from the federal budget
to the budgets of the territorial entities of
the Russian Federation to provide unrelated
support to agricultural producers in the field
of crop production, which implies promotion
of agricultural insurance;

« to address the possibility of linking the
provision of subsidies under the State Pro-
gram for the Development of Agriculture



S.I. Prostatin
member of the
Management
Board and the
Presidium of
NAAI, CEQ of
RSHB Insurance

Regulatory framework of agricultural insurance with state support in 2018
(federal level).

Law No. 260-FZ “On State Support in the Field of
Agricultural Insurance ..."

Field of regulation Legislative acts

The list of infectious animal diseases, the spread of which Order of the Ministry of
is recognized as an insured event in cases of insurance with ~ Agriculture of Russia No. 242 of 24
state support (article 8, paragraph 2 of the Law No. 260-FZ).  June, 2013

Government Decree of the
Russian Federation No. 1143 of 27
September, 2018 “On Amendments
to the Government Decree of the
Russian Federation No. 1205 of 30
December, 2011,

Order of the Ministry of Agricul-
ture of the Russian Federation No.
578 of 16 November, 2017 (a change
was planned in 2019 due to amend-
ments to Law No. 260-FZ)

Agricultural Insurance Plan (approved annually). This Order of the Ministry of
is a basic document for the agro-industrial authorities in Agriculture of Russia No. 483 of 30
providing insurance subsidies. It approves the list of crops and ~ October, 2018, “On the Approval of
animals that can be insured during the specified period, and the Agricultural Insurance Plan for
is also used to calculate the state support limit which canbe  2019" (an adjustment was planned
provided for one agricultural insurance contract, depending in March 2019 due to changes in
on the region and contract characteristics. legislation)

Expertise rules for agricultural insurance purposes

Methods to calculate the insured value and losses of
insured objects (crop, perennial plantings, livestock) - the
main document that is used to determine insurance
conditions.

Rules of insurance (standard) for crop yield and planting of Adopted since 2016. Updated in
perennial plantings, carried outwith state support. Standard ~ 2018.
forms of crop insurance-and perennial insurance contracts.

Insurance rules (standard) for livestock, carried out Adopted since 2016. Updated in
with state support. Standard forms of livestock insurance 2018.
contracts.

The list of infectious diseases of commercial aquaculture
used for agricultural insurance with state support

Order of the Ministry of
Agriculture of Russia No. 369 of 22
August, 2018

Government Decree of the
Russian Federation No. 1143 of 27
September, 2018 “On Amendments
to the Government Decree of the
Russian Federation No. 1205 of 30
December, 2011,

Scheduled for adoption in 2019.

Expertise rules for agricultural insurance purposes

Methods to calculate the insured value of and losses of
insured aquaculture objects

Insurance plan for 2019 (including aguaculture insurance) Scheduled for adoption in 2019.

Insurance rules (standard) for commercial aquaculture
objects (commercial fish farming)

Developed by NAAI and entered
into force in 2019.

1 Tatiana Lavrova,

Deputy CEO,
AlfaStrahovanie

VLA, Busarov, Vice President, Head of the
Insurance Portfolio Management Center, VSK

with the obligation to conclude an agricul-
tural insurance contract.

As aresult of the discussions held, the fol-
lowing measures were taken:

« On 14 November, 2018, the Government
of the Russian Federation introduced a new
procedure for allocating assistance to the
subjects of the Russian Federation for ag-
ricultural losses from natural emergencies:
compensation for 50% of the proven dam-
age will be allocated to uninsured farms,
while the insured will be compensated in full.

« the linkage of agricultural insurance
indicators to per hectare support has been
implemented,

« the agricultural insurance indicators are
considered in determining the volume of the
“single” subsidy.

Moreover, NAAI prepared and sent to the
Ministry of Agriculture of Russia the follow-
ing proposals in 2018:

+ to change the procedure for calculating
the “single” subsidy with regard to agricul-
tural insurance indicators;

« to determine the required amount of
subsidies and their distribution by territorial
entities in forming the budget for 2019;

« to prepare the Methodology for deter-
mining the insured value and loss amount
for commercial aquaculture facilities (com-
mercial fish farming).

NAA NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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2 o 2 DEVELOPING THE AGRICULTURAL
INSURANCE SYSTEM

ALONG WITH PREPARING CHANGES TO LEGISLATION AND BUILDING ON CURRENT AIMS OF METHODO-
LOGY DEVELOPMENT, NAAI BEGAN TO IMPLEMENT TARGETED PROGRAMS FOR THE DEVELOPMENT OF
AGRICULTURAL INSURANCE IN 2018.

INCLUDING FORCED
SLAUGHTER AIMED TO PREVENT

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

EPIZOOTICS AS AN ADDITIONAL RISK
IN THE INSURANCE COVERAGE WITHIN
THE STATE SUPPORT SYSTEM WAS
RECOGNIZED AS AN ECONOMICALLY
VIABLE MEASURE.

2.2.1. RESOLVING OF CURRENT
ISSUES ON THE AGENDA OF
INSURANCE METHODOLOGY

In 2018, NAAI developed and sent to the
Ministry of Agriculture of Russia the follow-
ing proposals for the formation of the 2019
agricultural insurance plan:

« crop and livestock (18 April, 2018)

« commercial aquaculture facilities (23
November, 2018)

Additional recommended provisions of
the standard agricultural insurance contract
forms were developed and approved by the
Methodology of Insurance Committee.

2.2.2. IMPLEMENTING TARGETED
PROGRAMS TO DEVELOP THE
SYSTEM

In 2017, NAAI developed and got ap-
proval for - from the Ministry of Finance,
the Ministry of Agriculture and the Bank of

Russia - the following five target programs

aimed at developing the system of agricul-

tural insurance with state support:

«Risk zoning of the Russian territory»;

«Developing the space monitoring systemb;

«Improving the financial literacy of agrarians»;

«Developing additional insurance pro-

grams»,

«Creating a unified information system for

agricultural insurance with state support.»

In 2018, NAAI began to implement these
programs, two of which related directly to
the field of methodological development of
agricultural insurance.

2.2.3. THE PROGRAM

«RISK ZONING OF

THE RUSSIAN TERRITORY»

Within the framework of the target pro-

gram “Risk zoning of the Russian territo-
ry’, the Methodology of Insurance Com-
mittee developed and approved technical
tasks, chose an executing agency and
concluded an agreement with the Higher
School of Economics.

According to the approved schedule,
the implementation of the first stage of
work was begun in November 2018, and
includes:

« identification of sources to develop the
necessary statistical information on risks
for the agricultural industry;

« collection and digitization of risk sta-
tistics (including meteorological indica-
tors);

« determination of the frequency and in-
tensity of various risk occurrences for the
agro-industrial complex on the territory of
Russia in the context of municipal districts
and in accordance with the criteria of in-
surance events specified in the Rules of
agricultural insurance.

2.2.4. THE PROGRAM «DEVELOP-
ING ADDITIONAL INSURANCE
PROGRAMS»

In 2018, the research work “Develop-
ment of additional insurance programs for
livestock insurance with state support and
their economic justification” was complet-
ed. The work was performed by the Au-
tonomous Non-Commercial Organization
«Independent Actuarial Information and
Analytical Center» (the contract was con-
cluded based on tender results).

Research was conducted for two new
insurance programs that provide for
the expansion of the existing insurance
scheme to insure risks of livestock losses:

a) as a result accidents, non-commu-
nicable and invasive diseases, and man-
made interruptions to the supply of elec-
tricity, heat and water, as well as other risks
dependant upon the actions of the insured;

b) as a result of their removal or de-
struction ordered by the government au-
thorities; involuntary slaughter.



2 o 3 DEVELOPMENT OF REINSURANCE AND
SUSTAINABILITY OF THE AGRICULTURAL

INSURANCE SYSTEM

IN 2018, THE ACTIVITY OF NAAI WAS AIMED AT IMPROVING THE STABILITY OF REINSURANCE PROTECTI-
ON AVAILABLE TO RUSSIAN AGRICULTURAL INSURERS.

In 2018, the main tendencies of the agricultural risks reinsurance market were the increase
in transferred premiums and a sharp increase in the market share of national reinsurers.

565.1

million roubles in payments were
made by reinsurers for insuring
agricultural risks in 2018.

Korney Bizhdov, NAAI President, and
Nikolay Galushin, President of Russian
National Reinsurance Company, signing the
cooperation agreement.06 January, 2018

2.3.1. KEY FIGURES OF THE AGRI-
CULTURAL REINSURANCE
MARKET IN THE RUSSIAN
FEDERATION
In 2018, the outgoing reinsurance market
of agricultural risks was influenced by trends
that dominated the direct agricultural insur-
ance market:
2 reduction in written premiums on
subsidized contracts with state sup-
port by 18%;
» growth of the market without state
support by 16%;
» reduction in the agricultural insurance
market volume as a whole by 5% per
year.

At the same time, agricultural insurers
transferred to reinsurance more premiums
received under direct insurance contracts
thanin 2017.

In total, the following premiums were

transferred for reinsurance:

» 26% of premiums from direct insur-
ance of agricultural risks (in 2017
21%);

» 24% of premiums from direct insur-
ance of agricultural risks with state
support (in 2017: 18%)

» 28% of premiums from unsubsidized
insurance contracts of agricultural
risks (in 2017: also 28%).

Accordingly, the amount of agricultural
insurance premiums ceded to reinsur-
ance:

» decreased by 5% in the segment with
state support (from 499.4 million rou-
bles to 473.3 million roubles);

» increased by 17% in the segment of
unsubsidized insurance (from 430.0
million roubles to 502.2 million rou-
bles);

» increased by 5% for agricultural in-
surance in general (from 929.4 million
roubles to 975.6 million roubles).

The share of payments by reinsurers in
insurance of agricultural risks amounted to
565.1 million roubles, 347.5 million roubles
of which were for written insurance con-
tracts with state support and 271.6 million
roubles being under unsubsidized contracts.

Compared to 2017, there was a significant
increase in the payments made by reinsur-
ers:

» by 189% (almost 3 times) for agricul-
tural insurance as a whole (in 2017
195.8 million roubles);

» by 403% (5 times) for reinsurance with
state support (in 2017: 69.1 million
roubles);

M by 72% for reinsurance of unsubsi-
dized contracts (in 2017: 126.7 million

roubles)

2.3.2. DEVELOPMENT OF THE
NATIONAL SYSTEM FOR
AGRICULTURAL RISKS
REINSURANCE

In 2018, the reinsurance of Russian
agro-risks preserved the prevalence of in-
ternational capacities: the share of premi-
ums transferred outside Russia accounted
for 79% of the total premiums transferred
for reinsurance by agricultural insurers in
2017 (773.5 million roubles out of 975.6
million roubles). At the same time, for the
second year in a row, there was a signifi-
cant decrease in this indicator; a year ear-
lier it was at 88% (see Chart).

According to the estimates of agricul-
tural insurers that were members of NAAI

NAA
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The issue of reinsuring epizootic risks was
proposed by NAAI for consideration in the
Standing Anti-Epizootic Commission of the
Government of the Russian Federation,
formed in 2018. (Photo: meeting of the
Commission headed by the Deputy Prime
Minister A. V. Gordeev held on

28 November, 2018)

Russian companies
accepted reinsurance of
agro-risks in 2018.

The agricultural reinsurance leaders
are:

SOGAZ with a share of7 1 O
1\J%
The Russian National1 7| 7
Reinsurance 1 I %
Company with
4 . 2 %I

a share of

SCOR with a share of

(expressed during reinsurance meetings
organized by the Association) throughout
2018, insurance companies had no prob-
lems with the transfer to reinsurance of
agricultural insurance contracts within the
framework of the existing obligatory con-
tracts. In addition, the standardization of the
agricultural insurance system has led to ob-
taining practice in the field of reinsuring crop
insurance contracts.

However, a significant concern of NAAI
and market participants is the potential dan-
ger of reducing the available international
capacities, especially for reinsuring the risk
of epizootics in the light of the spread of the
African swine fever in Europe and East Asia
throughout 2018. Work done by NAAI in the
field of reinsurance development was devot-
ed to solving this problem.

2.3.3. MEASURES FOR THE
DEVELOPMENT OF
AGRICULTURAL RISKS
REINSURANCE

In 2018, NAAI, together with the Rus-
sian National Reinsurance Company, in-
tensified the development of agricultural
risks reinsurance in the Russian Federa-
tion. The creation of the Russian National
Reinsurance Company in 2016 stimulated
the growth of domestic facilities for this
area of reinsurance. On 01 June, 2018,
NAAI and the Russian National Reinsur-
ance Company concluded an agreement
on the joint development of insurance
and reinsurance of agricultural risks in
Russia.

On 01 November, 2018, NAAI together
with the Russian National Reinsurance
Company held an extended meeting
with representatives from insurance
organizations (members of NAAI), the
Ministry of Agriculture of Russia, the
Ministry of Finance of Russia and the
unions of agricultural producers, on
the question of the Russian National
Reinsurance Company's participation in
the development of agricultural insurance
with state support and on the issue of
the expansion of agricultural reinsurance
risks caused by the spread of epizootic
events in livestock enterprise insurance.
As a result of the meeting, a number of
areas were noted in which the joint work
of these departments and organizations
will be continued.

Decrease in the dependence of agricultural insurance in the
Russian Federation on international reinsurance

|
100
94%
93%
88%
|
79%
80
i.aﬁ'

75 :

2015 2016 2017 2018

Share of the written premium transferred
outside the Russian Federation

I _oaiEes



2.4

FEDERAL AGRICULTURAL

INSURANCE SYSTEM
SUPPORT IN REGIONS

IN 2018, NAAI CONTINUED SYSTEMATIC WORK WITH REGIONAL AGRICULTURE AUTHORITIES, AIMED AT
THE DEVELOPMENT OF AGRICULTURAL INSURANCE.

A -

territorial entities of the
Russian Federation were
informed by NAAI on the need to
insure autumn sowing because of
increased risks.

The main goal of the cooperation

agreement between NAAI and the Russian
Association of Rural and Farm Enterprises
and Agricultural Cooperatives of Nizhniy
Novgorod is to improve agricultural insurance
products for small and medium farms

The fulfillment of NAAl's charter goals
aimed at the development of the agricultural
insurance system connects with the need to
regularly collect and systematize information
from the Ministry of Agriculture of the Russian
Federation, regional agro-industrial bodies
and members of NAAI This data collection is
carried out during the planning stages for the
volume of subsidies, providing state support
during the validity of insurance contracts.

2.4.1 PROMOTING THE RELATION-
SHIP BETWEEN NAAI AND
THE TERRITORIAL ENTITIES
OF THE RUSSIAN FEDERA-
TION

Throughout 2018, NAAI sent over 90

letters, concerning explanations of the de-

velopment and execution of insurance, to

the governing bodies of the agro-industrial

complex. All 83 regions were informed of all

changes in the membership of NAAI.

In July 2018, NAAI sent appeals to
29 head representatives of territorial
entities of the Russian Federation on
the need to organize insurance for au-
tumn sowing. Proposals were sent to
the Ministry of Agriculture of Russia to

NAAI informs governing bodies on all
changes to the agricultural insurance
system and jointly conducts explanatory
work in regions, monitoring compliance
with agricultural insurance standards with
state support. In the second half of 2018,
NAAI strengthened this area to support
the recovery of the subsidy system.

adjust the target indicators of the terri-
torial entities of the Russian Federation
for the development of insurance for the
autumn sowing campaign of 2018. The
proposals were prepared on the basis of
data received from the regions and from
members of NAAI

During the year, NAAI regularly informed
the regional governing bodies about the
possibility of contacting NAAI on all issues
arising, including complaints from farmers
about unjustified refusals to conclude con-
tracts, as well as underestimated or refused
insurance payments by insurance organiza-
tions (members of NAAI).

The agriculture governing bodies of the 58
territorial entities of the Russian Federation

NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS
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Head of the Insurance Methodology
Directorate M. Boranukov (NAAI) speaks to
agrarians from the Volga Region

18,

on financial literacy for farmers
were organized by NAAI in 2018

NAAI event for agrarians in Republic of

R A
I T ..: s .L,-..Tll

Crimea

Il Kpuamcanil arpaphnii
nanec-fopym

carried out a reconciliation of data on ac-
crued subsidies under agricultural insurance
contracts with state support on a quarterly
basis.

2.4.2. MONITORING EMERGENCY
SITUATIONS IN THE
AGRO-INDUSTRIAL SECTOR
Throughout March-December, hotlines
in 27 territorial entities of the Russian
Federation were organized for agrarians
affected by natural and man-made emer-
gency situations, Regional authorities and
the Ministry of Agriculture of Russia were
subsequently notified on NAAI's work in
monitoring the following situations.

2.4.3. JOINT EVENTS WITH
AGRICULTURE GOVERNING
BODIES AND INDUSTRY
UNIONS IN REGIONS

During 2018, the NAAI and the regional
authorities held more than 20 events, in-
cluding 18 activities to improve the finan-
cial literacy of agrarians in the Altai Terri-
tory, Amur, Irkutsk, Orel, Kurgan, Rostov,
Tambov, Nizhny Novgorod regions, the
Republics of Crimea, Tatarstan and Sakha
(Yakutia), and the cities of Moscow and St.
Petersburg.

Workshops with heads of regional ag-
ricultural authorities of the Krasnodar,
Stavropol and Trans-Baikal Territories, the
Amur, Rostov, Orel, Tambov, Voronezh, Ir-
kutsk, Kurgan, Omsk, Tomsk, Krasnoyarsk
and Novosibirsk Regions, the Altai Territo-
ry, and the Republics of Ingushetia, Burya-
tia and Sakha (Yakutia) were held through-
out 2018.

In the framework of an agreement con-
cluded by the NAAI and the Ministry of Agri-
culture and Food of the Republic of Buryatia,

; @ HOBAR
DOPMALIHMA

a settlement was made to continue the joint
pilot project on the development of agricul-
tural insurance, which was launched at the
end of 2016 and will last until 2022. Its plan
is to increase the volume of insured areas in
the country from 25% to 50%.

In order to develop insurance for small
and medium-sized farming in 2018, NAAI
concluded cooperation agreements with in-
dustry unions in regions, such as the Asso-
ciation of Farms and Agricultural Coopera-
tives of the Nizhny Novgorod Region and the
International Public Organization of Small
and Medium-Sized Business “New Forma-
tion”, the Republic of Crimea.

2.4.4. INCREASING THE
FINANCIAL LITERACY OF
FARMERS

As part of the target program to improve
the financial literacy of agrarians, NAAI or-

ganized the following events:

APRIL

B Seminar for agricultural producers of
the Kurgan region held jointly with the De-
partment of the agro-industrial sector of the
region (Kurgan, 23 April, 2018)

B Seminar on agricultural insurance
at the First Crimean Educational Forum
for Young Agrarians — with support of the
Ministry of Agriculture and other executive
authorities of the Republic of Crimea - held
on the basis of the Academy of Biological
Resources and Environmental Management
“Crimean Federal University named after VI.
Vernadsky" (the Republic of Crimea, 27 April,
2018).

MAY

B The seminar “Organization of agricul-
tural insurance with state support’, in the
framework of the 1st Crimean Forum of Ru-
ral Youth (Simferopol, 11 May, 2018).

B The project “Improving Financial Lit-
eracy of Agrarians’, at the exhibition-fair of
the IV All-Russian Congress of Volunteers in
Financial Education of Citizens, organized by
the Bank of Russia Expert Council on Finan-
cial Literacy and the “SAPFIR" Association
(Moscow, 29-30 May, 2018).

JUNE

B Research-practice conference “Improv-
ing financial literacy in the field of agricultural
insurance”, on the basis of the Federal State
Budgetary Educational Institution of Further
Professional Education “Russian Academy
of Agro-Industrial Complex Staffing”, with
representatives from scientific and insur-
ance communities, government authorities,
financial sector, unions of agricultural pro-
ducers, etc. (Moscow, 29 June, 2018)



.
The joint project of NAAI and the Republic of
Buryatia on the organization of insurance for

farmers was launched in 2016. In 2018, it
was prolonged for another 4 years

5 O % of the sown area

should be insured in the Republic of
Buryatia by 2022.

At the International Research-practice
conference “Improving financial literacy
in the field of agricultural insurance”, on

the basis of the Federal State Budgetary
Educational Institution of Further
Professional Education “Russian Academy of
Agro-Industrial Complex Staffing”, 29 June,
2018

JULY

B Conference on improving financial liter-
acy of agrarians in the field of agricultural in-
surance, held jointly with the Russian Acad-
emy of the Agro-Industrial Complex Staffing
(Moscow, 03 July, 2018).

B The seminar “Improving financial
literacy in rural areas in the field of ag-
ricultural insurance with state support”,
held jointly with the Federation Council
and the Russian Youth Organization “Rus-
sian Union of Rural Youth”, with support
from the Ministry of Agriculture of Russia
and the Public Chamber of Russia, in the
framework of the “Social development of
rural areas as the basis of the territorial
development of Russia” Forum (Moscow,
17 July, 2018).

AUGUST

B The seminar ‘Improving financial liter-
acy of agrarians in the field of agricultural in-
surance with state support’, held jointly with
the St. Petersburg State Agrarian University
at the venue of the AGRORUS-2018 Forum
(St. Petersburg, 21 August, 2018).

SEPTEMBER

W Interactive lecture “Agricultural insur-
ance with state support”, held jointly with the
Federal Agency for Youth Affairs “‘Rosmolo-
dezh" and the Government of the Rostov Re-
gion, at the federal site “Young Agrarians” in
the framework of the IX Youth Forum of the
Southern Federal District (Rostov-on-Don,
13 September, 2018).

B The NAAI Specialized Seminar for
Agrarians of the Republic of Crimea, held in
the framework of the 2nd Crimean Business
Forum “Risk Management in Agrarian Pro-
duction’, jointly with the Publishing House
“Agrarian Plus” and the Interregional Public
Organization of Small and Medium-Sized
Business “New Formation” (Simferopol, 20-
23 September, 2018).

OCTOBER

B The roundtable “Agricultural Insurance:
Main Problems and Prospects for Develop-
ment’, held jointly with the Ministry of Agri-
culture of the Altai Territory in the framework
of the XVII Interregional Research-practice
Conference “The Strategy for the Qualita-
tive Development of the Russian Insurance
Market under Self-Regulation” (Barnaul, 18
October, 2018).

B The training seminar “Improving fi-
nancial literacy of agrarians in the field of
agricultural insurance”, held jointly with the
Agricultural Administration of the Tambov
Region and the Russian Academy of the
Agro-Industrial Complex Staffing (Tambov,
22 October, 2018).

W Section “Agricultural Insurance with State
Support: Current Status and Development
Paths’, at the roundtable “The main areas of
support for agricultural producers within the
State Plan for the socio-economic development
of the Irkutsk Region’, held jointly with the Min-
istry of Agriculture of the Irkutsk Region, in the
framework of the exhibition “Agro-industrial
Week” (Irkutsk, 26 October, 2018).

NOVEMBER

B The seminar “Prospects for the de-
velopment of crop risk insurance in the
Amur region and improving the quality of
insurance claims settlement procedures”,
held jointly with the Ministry of Agriculture
of the Amur Region (Blagoveshchensk, 15
November, 2018).

DECEMBER

B The seminar “Improving financial lit-
eracy of agrarians in the field of agricultural
insurance with state support”, held jointly
with the Association of Farms and Agricul-
tural Cooperatives of the Nizhny Novgorod
Region, with support from the Ministry of
Agriculture of the Nizhny Novgorod Region,
as part of the Agrarian Forum “Small Busi-
nesses in Agriculture. Points of Growth and
Development” (Nizhny Novgorod, 18 De-
cember, 2018).

W Section “Agricultural Insurance with
State Support: Current Status, Conditions
and Procedures for Implementation in 2019,
at the meeting “Results of crop industry in
2018 and measures for seasonal field work
preparation and organization in 2019", held
jointly with the Ministry of Agriculture of the
Sakha Republic (Yakutia) (Yakutsk, 18 De-
cember, 2018).

B Moreover, throughout May-October
2018, a series of free webinars, titled “Organ-
ization of Agricultural Insurance with State
Support”, were held for the Russian Union
of Rural Youth with support from the Minis-
try of Education and Science of the Russian
Federation in the framework of the All-Rus-
sian educational events for rural youth.
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INTERNATIONAL

2.5
ACTIVITY

THE MAIN TASKS OF NAAI AS PART OF INTERNATIONAL ACTIVITY ARE TO USE THE BEST
INTERNATIONAL EXPERIENCES, CONSIDER TRENDS IN AGRICULTURAL INSURANCE DEVELOPMENT,
REPRESENT THE INTERESTS OF THE RUSSIAN AGRICULTURAL INSURANCE COMMUNITY IN THE
INTERNATIONAL REINSURANCE MARKET AND PARTICIPATE IN EURASIAN INTEGRATION PROCESSES.

|

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

Speakers and participants at the Interna-
tional round-table “Agricultural Insurance in
Russia. Problems and Points of Growth".

In 2018, the international activity of NAAI
was carried out in the following areas:

« strengthening ties with the International
Association of Agricultural Production Insur-
ers (AIAG) and exchanging experiences with
other countries authorities in the field of ag-
ricultural insurance that practice insurance
protection of agricultural risks;

2.5.1. STRENGTHENING

NAAI'S RELATIONS

WITH INTERNATIONAL
ORGANIZATIONS AND
EXCHANGING EXPERIENCES
IN THE FIELD OF

AGRICULTURAL INSURANCE

MARCH

0On 23 March, 2018, the President of NAA,
Korney Bizhdov, participated in a bilateral
working meeting of the All-Russian Asso-
ciation of Insurers (ARIA) and the German
Association of Insurers (GDV). The meeting
was held in Berlin, at the invitation of the
German side, with representatives from
insurance regulators including the Bank of
Russia and the Federal Financial Supervi-
sion Service of Germany.

+ participating in integration processes
involving Eurasian space, included in the
framework of the Eurasian Economic Union
(EAEU);

« establishing cooperation with reinsur-
ance organizations and with those in the
field of agricultural insurance expertise at
international levels.

JUNE

On 06 June, 2018, NAAI held the In-
ternational round-table “Agricultural In-
surance in Russia. Problems and Growth
Points’, which took place in St. Petersburg
within the framework of the XVI Interna-
tional Conference of the All-Russian As-
sociation of Insurers (ARIA) “In Search of
Growth Points. Development Strategy “(in
the framework of the International Finan-
cial Congress events held by the Bank of
Russia).

» International experiences in organiz-
ing agricultural insurance with state
support at the round-table were rep-
resented by:

« President of the National Association of
Mutual Agriculture Insurance of Italy (ASNA-
CODI), Albano Agabiti;

« Managing Director of ASNACODI, Paola
Grossi;

« Director of the State Agricultural Insur-
ance Agency ENESA under the Ministry of
Agriculture of Spain, José Maria Garcia de
Francisco;

« Expert from the Underwriting Depart-
ment of the Spanish Association of Agricul-
tural Insurers of AGROSEGURO, Juan José
Garcia Pelaez;

« Lead Underwriter of Agricultural
Risks Reinsurance of Swiss Re, Marcel
Andriesse.



NAAI'S ENTRY INTO THE
INTERNATIONAL ASSOCIATION OF AG-
RICULTURAL PRODUCTION INSURERS
(AIAG) IN 2014 WAS AIMED AT USING
INTERNATIONAL EXPERIENCES OF THE
AGRICULTURAL INSURANCE INDUSTRY
OVER THE PAST 20 YEARS.

The President of NAAI, Korney Bizhdov, and
the President of ASNACODI, Albano Agabiti,
signing the Agreement on cooperation
between the two organizations.

Prite i

NAAI concluded a cooperation agree-
ment with the National Association of
Mutual Agriculture Insurance of Italy
(ASNACODI). The document was signed
by the President of NAAI, Korney Bizhdov,
and the President of ASNACODI, Albano
Agabiti, at the International round-table
on agricultural insurance.

3 ASNACODI unites 56 mutual funds
providing climate and other risk
insurance services to 98% of ag-
ricultural producers in ltaly. Its
constantly-updated database on
insurance of agricultural produc-
tion is the largest in Italy. ASNA-
CODI participates in the formation
of a subsidized agricultural in-
surance plan, the development of
agricultural risk management and
income protection systems for ag-
ricultural producers throughout
Italy.

In the framework of the current coop-
eration Agreement between NAAI and the
Spanish agricultural insurance system
AGROSEGURO, NAAI organized a delega-
tion of representatives from the insurance
companies that are members of NAAI, in
the AGROSEGURQO seminar, to advance
their training in the field of fruit and aqua-
culture insurance.

» The seminar was held in the city

of Madrid, with practical exercises
in the province of Aragon (district
of Zaragoza). Specialists from Ros-
gosstrakh, IC PJSC, RSHB Insur-
ance IC JSC, VSK IC JSC, Soglasie
LLC IC, and AlfaStrahovanie, JSC
participated in the following sem-
inar.

At the International Round Table of NAAI,
06.07.2018

2.5.2. THE DEVELOPMENT OF
INTEGRATION CONNECTIONS
INVOLVING EURASIAN
SPACE:

JUNE

Korney Bizhdov, President of NAAI, made
a report on agricultural insurance develop-
ment in the Russian Federation at the Con-
ference ‘Insurance in Azerbaijan: New Per-
spectives”.

) Representatives from executive and
legislative authorities from Azerbai-
jan, experts and insurers from Rus-
sia, Azerbaijan, Poland, Turkey, the
Czech Republic, Germany, Ukraine,
Romania, the United Arab Emirates
and the Netherlands participated in
the conference, which took place in
Baku on 20-21 June, 2018.

OCTOBER

At the initiative of Republic of Belarus,
NAAI held a seminar and meeting on the
topic: “State and prospects for the de-
velopment of the agricultural insurance
system with state support” for represent-
atives from the insurance market of the
Republic of Belarus.

The event took place on 31 October,
2018. The Republic of Belarus was repre-
sented by the Deputy General Director of
the Belorussian Association of Insurers,
Natalya Shavlyuga, the Deputy General
Director of BRUIC “Belgosstrakh’, Yulia
Oreschenko, and the Head of the Depart-
ment of the Insurance of Property Inter-
ests of Legal Entities, Olga Koroleva.

NAAI took part in a discussion on a law
on state support of agricultural insurance,
developed by the Commission of the In-
ter-Parliamentary Assembly of the CIS
countries on agricultural policy, natural
resources and ecology.

2.5.3. COOPERATION WITH
INTERNATIONAL
REINSURANCE
ORGANIZATIONS:

In 2018, the following meetings were
held with:

« representatives from the German re-
insurance company, Devk Re.

« a delegation from the Polish reinsur-
ance company, Polish Re.

An article was published concerning
the state and prospects of the Russian
agricultural insurance market in the Eng-
lish edition of the insurance magazine
XPRIMM, prepared for distribution at the
Reinsurance meetings on 21-25 October,
2018, in Baden-Baden (Germany)

NAA NATIONAL ASSOCIATION
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«

NAAI

2.6

SUPPORT
OF INNOVATIONS

THE INTRODUCTION OF MODERN INSURANCE METHODS AND TECHNOLOGIES FOR THE AGRO-METE-
OROLOGICAL DATA AND REMOTE SENSING OF THE EARTH INTO THE SYSTEM OF AGRICULTURAL IN-
SURANCE IS ONE OF THE MAIN ACTIVITIES OF NAAI, WHICH, IN 2018, RECEIVED A NEW IMPETUS DUE

TO CHANGES IN LEGISLATION.

In 2018, due to NAAI initi-
ative, methods of remote
1 Earth monitoring for agri-

. Cultural insurance purposes
| received statutory status for
| the first time (amendments
.| to Law No. 260-FZ of 27

J December, 2018).

|
R |

,'{- 1l

Promising opportunities
became open to develop
index insurance methods
and increase the availability
of insurance products for
agrarians.

In 2018, space monitoring data was used by
NAA:

« To ensure the conclusion and maintenance
of crop risk insurance contracts by members of
NAA;

« For insurance expertise purposes in con-
sideration of farmers' applications on receiving
compensation payments from the NAAI fund;

2.6.1. COORDINATING WORK AND
ADVISING MEMBERS OF
NAAI ON USING THE SPACE
MONITORING SYSTEM.

Following the decision of the Monitor-
ing and Insurance Expertise Committee,
insurance companies that are members
of NAAI were provided with the opportuni-
ty to continue their practical use of space
technologies for monitoring and exami-
nation purposes in the implementation of
crop insurance on the basis of the unified
web platform used by NAAI The winner
of the tender to determine the provider of
space monitoring services for 2018 was
Geosys-Europe (AgriQuest tool).

On 19 April, 2018, a seminar with par-
ticipants from Geosis-Europe was held for
specialists from insurance companies on
the use of the AgriQuest space monitoring
tool, on the grounds of the International
Industrial Academy of Moscow.

Marcel Andriesse, Senior
Underwriter Agriculture
EMEA, Vice President, Swiss
Re, at the NAAI International
round-table, speaking about
the prospects of index-based
crop insurance, 06 June,
2018

« For information exchange between the au-
thorities and the public concerning risks caused
by emergency situations in agriculture;

« To implement target programs for agricul-
tural insurance development.

2.6.2. ANALYZING REMOTE SEN-
SING SERVICES OFFERS IN
THE MARKET

In January - March 2018, experts from
insurance companies that are members of
NAAI tested the Vega-Pro system from IKIZ
LLC in monitoring crop conditions. On 20
June, 2018, a seminar was held at the Space
Research Institute of the Russian Academy
of Sciences on the use of this tool. According
to the results, an agreement was concluded
with IKIZ LLC on using separate tools of the
Vega-Pro portal for space monitoring and
insurance expertise in the implementation
of agricultural insurance in addition to the
AgriQuest tool. This agreement was con-
cluded within the framework of the targeted
program: “Development of the Space Moni-
toring System”.

2.6.3. DEVELOPING THE SPACE
MONITORING METHODS FOR CROP
INSURANCE

In 2018, research work was started on
determining practical possibilities of the
space monitoring tool in crop insurance
with Russian agricultural industry pecu-
liarities. On the basis of the tender con-
ducted by the Monitoring and Insurance
Expertise Committee, the Space Research
Institute of the Russian Academy of
Sciences was selected as the contractor
of this research.

From October to December 2018, joint-
ly with the Space Research Institute of the
Russian Academy of Sciences, the first part
of the work was completed on the topic:
“Studying the possibilities of risk assess-
ment, supporting and handling claims in
agricultural insurance with state support by
using space monitoring”.



SINCE 2016, ALL MEMBERS
OF NAAI HAVE HAD FREE ACCESS
TO AGRIQUEST, THE UNIFIED WEB
PLATFORM OF SPACE MONITORING AND
DATA ANALYSIS PROVIDED BY GEOSYS.

overmng bodles of the
ssmn Federation were
informed by NAAI on the state of
crops and prevented about the
need of insurance based on space
monitoring data.

Discussing the ex-
posure of the South
Russian regions to
the hail and draught
risks at the Ministry
of Agriculture of
Russia, 16 July 2018

2.6.4. APPLYING SPACE MONI-
TORING METHODS FOR SETTLING
CLAIMS FOR COMPENSATION PAY-
MENTS PURPOSES

Expert opinions obtained while using
the space monitoring system in 2018 were
grounds for handling 3 complaints and
applications for compensation payments
received from agricultural producers.

Three expert examinations were organ-
ized for a lawsuit held on collecting insur-
ance compensation, in which NAAI was
engaged as a third party. Satellite imag-
es of insurance objects using unmanned
aerial vehicles were a part of these exam-
inations.

2.6.5. USING DATA FOR THE AGRI-
CULTURAL INSURANCE SYSTEM
DEVELOPMENT

These AgriQuest systems were used
in the first stage of NAAI target program,
“Risk zoning of the Russian territory”. Sta-
tistical information was prepared on the
NDVI vegetation index indicators, as well
as main meteorological indicators which
were observed from 2012 in 66 regions of
the Russian Federation on a daily basis, to
identify cases of crops risks.

2.6.6. USING SPACE MONITORING
DATA FOR INTERACTION BETWEEN
NAAI, GOVERNMENT AUTHORITIES
AND THE PUBLIC.

In order to respond to emergency sit-
uation announcements in regions of the
Russian Federation, NAAI analyzed the
state of crops and the influence of me-

teorological factors on deviations in their
development in 12 subjects of the Rus-
sian Federation (the Irkutsk, Novosibirsk,
Omsk, Volgograd, Saratov, Orenburg, Bel-
gorod regions, the Republics of Buryatia,
Crimea, Bashkortostan, Tatarstan and
Mordovia).

In accordance with the agreement con-
cluded between the All-Russian Center for
Monitoring and Forecasting Emergencies
under EMERCOM of Russia (Antistikhiya
Center), quarterly information exchange
on the state of crops and emergency sit-
uations in regions of the Russian Federa-
tion was implemented in 2018.

Analytical materials were prepared for
32 territorial entities of the Russian Fed-
eration:

- on the state of crops at the beginning
of exiting the winter season in the south
of Russia.

- analysis of the state of spring crops in
the zones of the Russian Federation in the
context of regions and municipal areas.

- on the state of winter crops in the re-
gions of the European part of Russia and
the Republic of Crimea as of 28 Septem-
ber, 2018

Based on the analysis, letters were sent
to the Ministry of Agriculture of the Rus-
sian Federation and the agro-industrial
governing bodies on the need for insur-
ance.

This information was also used to pre-
pare press releases and responses to me-
dia inquiries. A presentation on the space
monitoring tool for insurance purposes
was also held at NAAI events to improve
financial literacy in 7 regions of the Rus-
sian Federation.
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2.7

ORGANIZATION OF

STATISTICAL ACCOUNTING

SINCE 2016, THE NAAI DATABASE CONSOLIDATES ALL INFORMATION RELATED TO THE AGRICULTURAL
INSURANCE SYSTEM WITH STATE SUPPORT IN RUSSIA.

NAAI has carried out continuous collection and storage of statistical information in the field

of agricultural insurance with state support since 01 January, 2012

- the date of entry into

force of the Law On State Support of Agricultural Insurance No. 260-FZ. Since 2016, the NAAI
database has contained complete information on the implementation of agricultural insurance
with state support by all insurance organizations in Russia working in this field.

1 550

records related to agricultural in-
surance contracts were in the AIS of
NAAI as of 31 December, 2018.

9 I types of documents

were received during the verifica-
tion of statements in 2018 from the
governing bodies of the agricultural
industry

ON 01 OCTOBER, 2018,

THE AGREEMENT ON COOPERATION
BETWEEN THE CENTRAL BANK OF
RUSSIA AND NAAI WAS SIGNED. WITHIN
ITS FRAMEWORK, THE REGULATION

OF INFORMATION EXCHANGE IS BEING
DEVELOPED.

2.7.1. DEVELOPMENT OF THE
AUTOMATED INFORMATION
SYSTEM (AIS OF NAAI)

In 2018, changes were made to the
structure of the AIS of NAAI in terms of
receiving, controlling and loading month-
ly and quarterly reports. Moreover, addi-
tional units were implemented and new
reporting forms were created:

+ A database block was created con-
taining statistical information about sown
areas, gross yield and crop yields in the
context of municipal structures of the ter-
ritorial entities of the Russian Federation
from 2001 to 2015;

« A block on the automated calculation
of funds for allocations to the Compensa-
tion Payments Fund (for insurance organ-
izations that are members of NAAI) has
been implemented and a corresponding
report set up;

« A block was created with information
on allocations provided from the feder-
al budget to the budgets of the territori-
al entities of the Russian Federation for
the implementation of compensation for
damages in agricultural industry caused
by emergency situations;

« A converter of accounting modifica-
tions was created;

« Forms for comparing information re-
ceived from the Central Bank of Russia
and the members of NAAI were config-
ured;

« Reporting forms to prepare standard-
ized materials for events were developed
and implemented in the AIS of NAAI.

Working meetings and consultations
were held with representatives from the
Central Bank of Russia on the possibili-
ty of providing access to the AIS of NAAI
within the framework of the Agreement
on the interaction between the Central
Bank of Russia and the NAAI.

2.7.2. THE ACCUMULATION OF
STATISTICAL INFORMATION
AND STATISTICAL
ACCOUNTING

Collection and loading of information on
concluded agricultural insurance contracts with
state support and claims settlement under
these contracts into the AIS of NAAI was carried
out on a regular basis:

+ Collection of the latest information on agri-
cultural insurance contracts with state support,
concluded by insurance organizations that are
members of NAAI (on a monthly basis);

+ Detailed statistical reporting of members of
NAAI are being received (on a quarterly basis);

+ Reports on agricultural insurance contracts
with state support, concluded by members of
NAAI for the period from 2012 to 2015 are also
being received (on a semi-annual basis).

2.7.3. THE USE OF STATISTICAL
INFORMATION

Summary statistics on the process of con-
cluding and executing agricultural insurance
contracts with state support:

« are sent to the Ministry of Agriculture of
Russia, the Executive Office of the Government
of the Russian Federation and the Central Bank

of the Russian Federation (monthly);

« are provided to all members of the Asso-
ciation (according to the Board of NAAI order)
(quarterly);

« are sent to the regional authorities of the
agro-industrial complexes to reconcile infor-
mation on the subsidy funds transfer (at the end
of each semester);

« are used to calculate allocations of mem-
bers of NAAI to the Compensation Fund;

« are used in the preparation of analytical and
presentation materials for federal and regional
authorities, NAAI presentations at events, press
releases and media coverage of NAAI's activities;

« are used in the calculation of insurance
tariffs by actuaries and the Autonomous
Non-Commercial Organization (Independent
Actuarial Information and Analytical Center)
during the research work on the topic “Devel-
opment of additional insurance programs for
livestock insurance with state support and their
economic justification”.



2.8

EXECUTION OF THE GUARANTEE

FUNCTION AND DEVELOPING THE CONSUMER
PROTECTION MECHANISMS

IN 2018, NAAI CONTINUED TO MONITOR COMPLIANCE WITH THE STANDARDS OF AGRICULTURAL
INSURANCE BY ITS MEMBERS, EXECUTE THE GUARANTEE FUNCTION AND PARTICIPATE IN THE
INSURANCE COMMUNITY EFFORTS TO STRENGTHEN THE MECHANISMS FOR PROTECTING THE RIGHTS
OF INSURANCE SERVICES CONSUMERS.

5 % of the premiums on policies

written on subsidized terms are be-
ing transferred by members of NAAI
to the Compensation Fund.

68.1...

roubles
of compensation payments were
carried out by NAAI since 2014.

The consumer rights of insured agrarians
are in the focus of attention of the Central
Bank of Russia: Head of the Directorate of

the Central Bank of Russia Olga Shelepneva
at the General Meeting of the NAAI

THE MECHANISM OF COM-
PENSATION PAYMENTS WAS INTRO-
DUCED IN THE NAME OF INTEREST OF
AGRARIANS WHO ARE INSURING RISKS
UNDER STATE SUPPORT CONDITIONS.
IN THE EVENT OF INSURANCE COMPA-
NY INSOLVENCY DUE TO THE OCCUR-
RENCE OF INSURED LOSSES, NAAI
IS OBLIGED TO PAY THE INSURANCE
INDEMNITY TO THE AGRARIANS.

2.8.1. HANDLING COMPLAINTS
RECEIVED FROM
AGRARIANS ON THE
ACTIONS OF NAAI
MEMBERS

In 2018, NAAI received 2 pre-trial claims
and 7 complaints from insured agricultural
producers against the actions of insurance
companies that were members of NAAI

Necessary measures were taken in accord-

ance with the NAAI Rules of the activity.

As a result of these measures, the insurer

made an insurance payment in one of the

cases.

2.8.2. INTERACTION WITH THE
INSURANCE COMMUNITY
ON CONSUMER PROTECTION
ISSUES
In 2018, NAAI took an active part in the
work of 19 meetings of the All-Russian In-
surance Association (ARIA) on the prepara-
tion of basic standards of a self-regulating
organization (SRO) protecting the rights and
interests of individuals and legal entities
which are recipients of financial services
provided by insurance companies, oper-
ations by insurance organizations in the
financial market, as well as internal stand-
ards SRO.

2.8.3. FORMATION OF THE COM-
PENSATION PAYMENTS
FUND AND THE IMPLEMEN-
TATION OF COMPENSATION
PAYMENTS

In accordance with the requirements of
Federal Law No. 260-FZ, NAAI established
a Compensation Payments Fund (CPF). As
of 31 December, 2018, the CPF was 99%
formed due to the imposition of sanctions
by the Bank of Russia on a number of in-
surance organizations that are members of
NAAI

The mechanism of the CPF in the Rus-
sian Federation was introduced by Law No.
260-FZ. The right of insured agrarians to re-
ceive compensation payments entered into
force on 1 January, 2014. This mechanism
was put under direct control of the Bank of

Russia from 01 January, 2016, after com-
pleting the transfer to a centralized agricul-
tural insurance system. The stability of the
guarantee system has received additional
protection in the form of a direct legislative
ban on collecting funds from the CPF for
other claims not related to compensation
payments.

The administrative office continuously
monitored funds transfers by members of
NAAI to the CPF throughout 2018. The de-
posit of CPF funds was carried out in strict
accordance with the Investment Plan for
idle NAAI funds in 2018 and approved by
the Presidium of NAAI

Two claims for payments were refused.
During 2018, NAAI received one applica-
tion for compensation payment from an
agricultural producer in the Republic of
Buryatia for the obligations of LLC “Central
Insurance Company”.

According to applications that were
pending, necessary measures were tak-
en to settle the losses in order to confirm
the occurrence of the insured event and
determine the amount of the payment,
including:

e constant contact was maintained with
the applicants;

* expert analysis was performed using
remote sensing data of the Earth;

* 2 examinations were carried out with
the assistance of independent experts

* certified by the Ministry of Agriculture
of Russia;

* 4 requests were sent to the govern-
ing bodies of the agrarian and industrial
complexes of the territorial entities of the
Russian Federation, the Federal Service
for Hydrometeorology and Environmen-
tal Monitoring, the Federal State Statistics
Service, the Federal State Budgetary Insti-
tution and the Russian Agricultural Center.
One case of inadequate information provid-
ed by the regional Center of Hydrometeor-
ology and Environmental Monitoring was
exposed.
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INFORMATIONAL

SUPPORT OF AGRICULTURAL

INSURANCE

DURING 2018, NAAI PERFORMED CONTINUOUS INFORMATION SUPPORT OF THE AGRICULTURAL
INSURANCE SYSTEM IN THE MEDIA, PAYING PARTICULAR ATTENTION TO THE NEED FOR RESTORING
THE SYSTEM OF STATE AGRICULTURAL INSURANCE AS WELL AS PREPARING CHANGES TO

LEGISLATION.

In 2018, the press service of NAAI realized continuous interaction
with the media, significantly increasing impact in the information
area. 178 press releases were issued, including 77 releases as part
of information campaigns dedicated to support strategic changes
in the agricultural insurance system. In addition, NAAI cooperated
with press services of the Ministry of Agriculture of Russia and
regional agro-industrial complex management bodies in regions

where NAAI events were held.

Opening ceremony of the XX Russian
Agricultural Exhibition “Golden Autumn”
(Moscow, 10 October, 2018)

Serghey Prostatin (RSHB Insurance),

representing the Management Board and
the Presidium of NAAI, answering questions
from the media

According to the SCAN “Interfax” system, in 2018 there were 6,610
publications with reference to NAAI, an increase of 34% compared to 2017.
More than 100 releases at federal and regional levels quoting NAAI were
published. Most of these were devoted to the implementation of uninsured
risks in agro-industrial complex regions of the Russian Federation and
measures to restore the agricultural insurance system with state support.

NAAI's PR strategy in 2018 was carried out in close cooperation

with the press service of the All-Russian Union of Insurers (ARIA),
including in the format of joint events.

2.9.1. MEDIA RELATIONS

During 2018, NAAI was covered in the fol-
lowing print and electronic media at both the
federal and regional levels: Interfax, Prime,
Russian News Agency, RIA Novosti, Russia
Today, Rossiyskaya Gazeta (federal and re-
gional publications in Stavropol, North-West,
Simferopol, Barnaul), Kommersant, Kom-
mersant-Chernozemye, Kommersant-South,
Kommersant-Kazan, Vedomosti, FederalPress,
RBC-Tatarstan, RBC-South, Altapress, Visota
102 (Volgograd), Business Quarter (Rostov),
Delovaya Gazeta South, Siberian Information
Agency, RIA-Voronezh, UralBusinessConsult-
ing, Volgogradskaya Pravda, IA Aibereg, IA Pri-
maMedia, Delovoy Peterburg, etc).

NAAI was published in specialized agricul-
tural media (Agroinvestor, New Agriculture,
Agrarian Policy, Earth and Life, IA Svetich, Dairy
News, Agrotime, Agro-business Niva Plus) and
insurance media (ASN, MIG Insurance Today,
SPHERE: Technology. Feed. Veterinary, Poultry
industry, etc.).

NAAI was broadcast on federal and region-
al TV and radio channels, some examples be-
ing: an interview of the President of NAAI on

First Regional Television (Orel), a video report
from the insurance forum in Sochi on Kuban
24 (Krasnodar), plots about NAAI's events on
regional TV channels: STRBC Altai, Vesti Tam-
bov, the President of NAAI speaking live on the
“Business Day” program of RBC TV channel and
at a roundtable discussion in the television stu-
dio of the Parliamentary newspaper.

NAAI organized 7 press events aimed at pro-
moting agricultural insurance (some jointly with
the press service of ARIA) in 2018:

FEBRUARY
B Roundtable to discuss the report of the
Bank of Russia «Proposals for the development
of agricultural insurance with state support in
the Russian Federation» (26 February, 2018).

MAY
B Seminar for ARIA journalists on “Trends
and Prospects of the Insurance Market in Rus-
sia” (Moscow, 17-18 May, 2018)

JUNE

B International roundtable “Agricultural
Insurance in Russia. Problems and growth
points» (in the framework of the Interna-
tional ARIA Conference) (St. Petersburg, 06
June, 2018)

NOVEMBER
B Regional media briefing by the President
of NAAI (Moscow, 29 November, 2018).

DECEMBER
B ARIA seminar “Insurance in the media
mirror. Preliminary results of the year” (Mos-
cow, 4-5 December, 2018).
B Briefing on results of the extraordinary
General Meeting of NAAI members by the Pres-
ident of NAAI (Moscow, 11 December, 2018)



fold
increase in the number of media
publications in the past two year

Growth in the number of NAAI
references in the media per year:

6610

4925

3355
2312

2015 2016 2017 2018

I Source: NAAI, 2018
B L

B ARIA press event for federal and re-
gional journalists (Moscow, 20-21 Decem-
ber, 2018).

2.9.2. PARTICIPATION IN
INDUSTRY CONFERENCES

NAAI took part in more than 20 agricul-
tural and insurance industry events:
JANUARY

B All-Russian agronomical meeting in
the framework of the XXIII International
Specialized Trade and Industrial Exhibition
(Moscow, 31 January, 2018)

FEBRUARY

B A roundtable on agricultural insurance
in the framework of the IX International Con-
ference of Agricultural Producers “Where is
the margin?”, organized by IKAR with the
support of the Association of Industrial Un-
ions of the Agro-industrial Complex of Rus-
sia (Moscow, 02 February, 2018).

B Roundtable «Pending issues of the
national insurance development. Region-
al Aspect’, organized by the Union of In-
surers “Ural-Siberian Agreement” and
the National Insurance Guild (Moscow, 16
February, 2018).

B Conference “Financial support of the
agricultural sector. Insurance and cred-
it issues”, in the framework of the XXI
Agro-industrial forum in the South of Rus-
sia (Rostov-on-Don, 28 February, 2018).

MARCH

B International Forum-Exhibition “Con-
nect AgroTrade Crimea 2018" (Simferopol,
01-03 March, 2018).

B All-Russian Forum of Agricultural
Producers with participation of the Presi-
dent of Russia, V. V. Putin, and a delegation
from 71 constituent entities of the Russian
Federation (Krasnodar, 12 March, 2018).

W Bipartite working meeting between
ARIA and the German Union of Insurers
(GDV) (Berlin, 23 March, 2018).

APRIL
B Insurance Innovations Forum ‘In-
nolns 2018" (Moscow, 17 April, 2018).

MAY

B Conference “Rubezh 2018. Detection
and prevention of fraud in the claims set-
tlement process” (Moscow, 21 May, 2018).

JUNE

B XXVIl International Financial Con-
gress of the Bank of Russia (IFC 2018) (St.
Petersburg, 06-08 June, 2018).

B XVI International ARIA Conference
“In Search of Growth Points. Development
Strategy” (St. Petersburg, 06 June, 2018).

B International Conference «Insurance
in Azerbaijan: New Perspectives» (Baku,
20-21 June, 2018).

B Annual General Meeting of the Na-
tional Union of Swine Breeders (Moscow,
28 June, 2018).

B Roundtable «Innovative technolo-
gies in crop production», chaired by the
Deputy Minister of Agriculture and Food
for the Republic of Tatarstan, I. H. Gabdra-
khmanov, in the framework of the exhibi-
tion «Field Day in Tatarstan 2018» (Kazan,
29 June, 2018).

AUGUST

B | Al-Russian Conference on the
Development of Horticulture, Nursery
Breeding and Storage of Fruit and Berry
Products (with participation of the Minister
of Agriculture of Russian Federation, D.N.
Patrushev, the Head of the Republic of In-
gushetia, Y.B. Evkurov, and the Presiden-
tial Plenipotentiary in the North-Caucasian
Federal District A.A. Matovnikov) (Republic
of Ingushetia, 24 August, 2018).

B Debriefing meeting on the harvest-
ing of and preparation for planting win-
ter crops in the Rostov region under the
leadership of Governor V.Y. Golubev and
the Minister of Agriculture and Food of the
region, K.N. Rachalovsky (Rostov-on-Don,
29 August, 2018).

B Meeting with the Ministry of Agri-
culture of the Irkutsk Region under the
leadership of the First Deputy Minister,
N.G. Zhilkina, with representatives from
the largest agricultural organizations
and agricultural enterprises of the region
(Moscow-Irkutsk webinar, 31 August,
2018).

SEPTEMBER
B Moscow Financial Forum (Moscow,
06-07 September, 2018).

| W nsurance Business Forum «Chal-
lenges of 2018» ARIA (Sochi, 17-21 Sep-
tember, 2018).

OCTOBER

B XX Russian Agro-industrial Exhibi-
tion “Golden Autumn” (opening ceremony)
(Moscow, 10 October, 2018).

B Forum Insfuture 2018 «lnsurance
business in the era of change» (Moscow,
31 October, 2018).

NOVEMBER

W XI| Annual Forum «The Future of the
Insurance Market» (Moscow, 14 Novem-
ber, 2018).

DECEMBER

B International Conference “BARRIER
2018. Corporate insurance and insurance
fraud.” (Moscow, 04 December, 2018).
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2.10

COUNTERACTION TO INSURANCE

FRAUD AND LEGAL PROTECTION

OF NAAI INTERESTS

IN 2018, NAAI CONTINUED AND INTENSIFIED WORK TO PROTECT THE ASSETS OF ITS COMPENSATION
FUND AGAINST UNREASONABLE CLAIMS.

40..48

legal cases were won by NAAI
in 2018 /others are still in process/.

349 s

- the amount of illegal claims to
the Guarantee Fund of NAAI were
prevented in 2018.

2 ; % - increase in the

amount of prevented illegal claims,
2018/2017.

The main activities of NAAlin the field of
counteraction to insurance fraud:

- protection of the Compensation
Funds' assets from unreasonable claims
by policyholders and their representatives
(“agro-lawyers”);

- participation in complex counterac-
tions to insurance fraud together with the
insurance community.

In 2018, the severity of the problem
associated with unreasonable claims of
compensation payments remained. Ju-
dicial practice still confirms that, in most
cases, these claims are connected with the
plaintiffs” aim to use the guarantee mech-
anism of policyholders’ rights protection
to write-off funds in their favor without
sufficient grounds.

2.10.1. LEGAL PROTECTION OF
NAAI'S INTERESTS

NAAI continued to protect interests in
arbitration courts of various instances
related to the stated requirements for the
implementation of compensation pay-
ments. In particular, interaction with legal
and expert organizations was organized
on issues of judicial protection of NAAI
interests and verification of the validity of
judicial requirements.

As of the end of 2018, NAAI participated as
a defendant or a third party in 48 cases, with
the total amount of claims to the Compensa-
tion Fund amounting to 703 million roubles.
NAAI representatives won 40 cases worth
about 349 million roubles. In cases where
decisions were made in favor of NAAI, ap-
plications were filed to recover court costs
from the party submitting illegal claims.
2.10.2. INTERACTION WITH GOV-
ERNMENT AUTHORITIES
AND THE INSURANCE
COMMUNITY IN THE FIELD
OF THE PREVENTION OF
INSURANCE FRAUD

Due to a request from the Insurance

Market Department of the Central Bank of
Russia on countering fraud in the insurance
industry, NAAI sent proposals to reduce
crime in agricultural insurance based on
the practice of countering insurance fraud
in the period from 2014 through 2018.

The President of NAAI and employees
of the Administrative Office took part in
conferences on counteraction to insurance
fraud “Rubezh - 2018. Detection and pre-
vention of fraud in the process of claims

settlement”, “Barrier - 2018. Corporate in-
surance and insurance fraud.”
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The General Meeting of NAAI reviewing the
preliminary results of 2018 (11 December,
2018)

0. N. Blinkov, Deputy CEO, RSHB Insurance (left),
and A. V. Nefediev (NAAI)

.
G. V. lonova, Head of Underwriting and Corporate

Insurance Methodology, Sberbank Insurance

S.Y. Kondratyev, Head of

w Py Agriculture Insurance,
.J AlfaStrahovanie
I

M. H. Boranukov, Head of Insurance Methodogy and Development
Directorate, NAAI (left), and V. A. Konstantinovich (Rosgosstrakh),
Chairman of the Methodology of Insurance Committee, NAAI

b



The General Meeting of NAAI: President of NAAI K.D. Bizhdov,
Chairman of the Presidium of NAAI I.N. Egorov,
President of ARIA LY. Yurgens

V. M. Egnarov (RESO-Garantia),
member of the Methodology of Insurance
Committee, NAAI

A. A. Legchilin, Deputy CEO, Chief
Underwriter, Energogarant

Deputy CEOQ, Energogarant (left) and
A. M. Kirillova, Deputy CEO, AVANGARD-
GARANT IG

Cooperating with the Bank of Russia : Olga Shelepneva, Head of Insurance
Market Regulation Division of the Bank of Russia (left) took part in the
General Meeting of NAAI

Tatiana Melnikova, Head of Underwtriting
and Methodology, Soglasie
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3 o 1 CORPORATE STRUCTURE AND
EXECUTIVE OFFICE OF NAAI

The General Meeting of NAAI members is the supreme governing body of the Association.

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

The corporate management system consists of:

- the General Meeting of NAAI members - the su-
preme governing body of the Association;

- the Presidium of NAAI - the permanent governing
body of the Association coordinating general direction
and supervision of the Association;

- the President of NAAI - the sole executive body of

the Association:

- the Management Board of NAAI - the collegial body
of the Association coordinating current activities of the
Association.

The President of the Association manages the Execu-
tive office of the Association.

The Audit Commission (Auditor) is the body controlling

THE PRESIDIUM the Association coordinating general management of  financial and economic activity of the Association.
KorNEY SERGEY THE MANAGEMENT BOARD
Biznpov- PROSTATIN - Korney Bizhdov -
PRESIDENT oF NAAI a CEQ, JSCICRSHB President of NAAI
’ i INSURANCE Innokentiy Egorov -
& Chairman of the Presidium
‘ Nikolai Galaguza -
Liaison with government authorities
advisor PJSC IC Rosgosstrakh
Sergey Prostatin -
CEO of JSC IC RSHB Insurance
INNOKENTIY DmiTRY Anton Smulko -
Ecorov - RAKOVSHIK - Deputy CEO, Chief Underwriting, JSIC
CHAIRMAN CEQ, IPJSCRESO- VSK
OF THE PRESIDIUM GARANTIA Vladimir Skvortsov -
oF NAA CEO, JSC Alfa Strahovanie
v Committees and commissions of NAAI
NAA| Committees . and commissions have
B been formed within the framework of the
Association, with the purpose of considering
> VLADIMIR interests of all members in adopting decisions
NikoLAI SKVORTSOV - by the Association.
5/3::; \‘I’VIZT:- ,(’—:\El?gﬁ?iHOVANIE In 2018 there were:
GOVERNMENT * 2 General Meetings of NAAI's members
AUTHORITIES * 10 Presidium of NAAI meetings
Apvisor PJSCIC * 10 Management Board of NAAI meetings
R0SGOSSTRAKH

NADEzHDA
MARTYANOVA -
CEO, CJSC MAKS

Mava
TIKHONOVA -
CEQ, LLCIC SocLASIE

NAAI's committees and commissions work
in2018:

3 Methodology of Insurance Committee
(17 sessions)

» Disciplinary Commission
(13 sessions)

» Financial Committee
(7 sessions)

» Information Technology Committee
(5 sessions)

» Legal Matters Committee

OLEG b, lcor ;
= —_ (6 sessions)
OVSYANITSKIY - \ YURGENS - L .
CEO. JSIC VSK [)n ,f‘ " PRESDENT OF THE ALL- » EAon|tort|trwg and Insurance Expertise
RusSIAN INSURANCE ( 6omm|_ ee)
ASSOCIATION sessions

) Public Relations Committee
(4 sessions)

2 Reinsurance Committee
(1 session).



3.2

ENSURING

INTRA-INDUSTRIAL INTERACTION
AND CONTROL OF THE SYSTEM

ACCORDING TO THE NAAI CHARTER, NAAI COORDINATES THE INTERACTIONS BETWEEN UNION'S
MEMBERS RELATED TO THEIR INSURANCE ACTIVITIES IN THE AGRICULTURAL MARKET.

NAAI is open to new members

Insurance organizations can be
members of NAAI if they:
» have a valid license for the im-
plementation of voluntary prop-
erty insurance;

» fully recognize the requirements
of the Charter, express their
willingness to contribute to the
achievement of the statutory
goals of the Association;

accept obligations arising from
the Rules of activity established
by NAAI in accordance with the
legislation of the Russian Fed-
eration and NAAI Charter, and
correspond to the requirements
of these documents.

General Meeting of NAAI, 11 December, 2018

In accordance with Law No. 260-FZ
“On State Support in the Field of Agricul-
tural Insurance ...", the NAAI is the only
all-Russian association of agriculture
insurers and must include all insurance
companies carrying out agricultural in-
surance on budget subsidies terms. NAAI
is based on the principle of voluntary
membership and acts to ensure the in-
teraction of its members in establishing
and monitoring their compliance with the
Rules of activities in the implementation
of agricultural insurance with state sup-
port.

Since 01 January, 2016, NAAI has
conducted activities on the basis of an
internal regulatory framework approved
by the Central Bank of Russia. The proce-
dures regulating the issues of joining the
NAAI and withdrawal or exclusion from
the Association are also approved by the
Central Bank of Russia.

3.2.1. ENSURING INTRA-
INDUSTRY INTERACTION

In 2018, two new documents and three
new editions of the following documents
were developed and approved:

* the order of implementing and financing
targeted programs for the development of
the agricultural insurance system with state
support;

* the list of information and data constitut-
ing the official secrecy of NAAI;

* Section VIl of the Rules of activity “The
order of conducting audits of NAAI members
in implementing agricultural insurance with
state support and their compliance with the
Rules of activity;

* the Order of Formation and Execution of
the NAAI Budget;

* Section | of the Rules of activity “The or-
der of joining the NAAI and withdrawal or
exclusion from the Association”, which was
approved by the General Meeting of NAAI
members (Protocol No. 2 of 11 December,
2018) and sent to the Central Bank of Russia
for approval.

NAA NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS

3. NAAI: GENERAL INFORMATION



AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

«

NAAI

insurance companies
are members of NAAI
las of 2018/

97/.

- the share of NAAI'members in

the Russian agricultural insurance
market in 2018 (incl. non-subsidized
insurance)

3.2.2. METHODOLOGICAL
SUPPORT OF NAAI
MEMBERS

Consultations by NAAI members were
regularly carried out on issues concern-
ing subsidizing agricultural insurance and
interacting with regional authorities of the
agro-industrial complexes, including on:

* performance indicators of the “single
subsidy” in 2018;

¢ claims settlement in terms of the
length on making a decision on insurance
payment;

o clarification of terms for crop insur-
ance contract conclusion with different

Insurance organizations - members of NAAI

as of 31 December 2018

CTanOBaﬂ opraHusauua

AVANGARD-GARANT Insurance group, JSC

AlfaStrahovanie, JSC

Verna, LLC

VSK, JSIC

MAKS, CJSC
i_f RESO-Garantia, IPJSC

Rosgosstrakh, IC PJSC

- RSHB Insurance, IC JSC

SO0GAZ, JSC
Soglasie, LLC IC
Sterkh, JSC RIC
Talisman, JSC 10
Energogarant, PJSC SIC
Sherbank Insurance, LLC IC
RIKS, LLC

Orbita, LLC

Insurance
company

Registration
number

0796

2239

3245

0621

1427

1209

2947

1208

1307

3983

1587

1834

4331

0473

0326

end-dates for sowing of crops accepted
for insurance;

* nsurance of commercial aquaculture
facilities;

* providing information for the work on
economic justification of insurance pro-
grams for livestock insurance with state
support;

¢ using “Unified Methodology for the
Calculation of Insurance Tariffs for Crop
Insurance, Planting of Perennial Planta-
tions Carried out with State Support”.

3.2.3. CONTROLLING ACTIVITY
OF NAAI MEMBERS

In accordance with Section VIl of the
Rules of activity, the plan for conducting
audits of NAAI members for 2018 was
agreed upon by the Disciplinary Commis-
sion and approved by the Board of NAAI
on 06 December, 2017.

In accordance with the plan, NAAI car-
ried out audits on compliance with the
Rules of activity, by all insurance com-
panies that were members of NAAI
that concluded agricultural insurance
contracts with state support during the
reporting period. One violation of the
Rules for crop insurance and planting of
perennial plantings, carried out with state
support, was identified, for which the in-
surance organization — a member of NAA|
- was brought to disciplinary action.

In 2018, 6 orders for disciplinary liability
were imposed on members of NAAI. Dis-
ciplinary measures in the form of financial
sanctions were imposed for late payment
of allocations to the Compensation Fund,
the delay of payment of mandatory contri-
butions and the non-payment of financial
sanctions.

3.2.4. ADMISSION OF
MEMBERSHIP IN NAAI

In2018, LLCIC “Orbita” filed an applica-
tion for membership in NAAI, passed the
procedures for accession required by the
Charter and the Rules of the activity, and
became a member of the Association. The
number of NAAI members as of 31 De-
cember, 2018, amounted to 16 insurance
companies.




APPENDIX 1. EXTRACT FROM THE AUDIT REPORT

The audited entity

The Union “The United Association of Agriculture Insurers - the
National Union of Agricultural Insurers”

107217, Russian Federation, Moscow Sadovaya-Spasskaya str.,
21/1, room I

OGRN (primary state registration number) 1077799027811

To members of the Union “Single Association of Agro-industrial Complex
Insurers - National Union of Agricultural Insurers”
Opinion

We conducted the audit of the annual accounting statements of the Union “Single
Association of Agro-industrial Complex Insurers - National Union of Agricultural In-
surers’, consisting of the balance sheet as of 31 December, 2018, the report on finan-
cial results, the report on the target funds use for 2018 and an explanatory note to the
financial statements for 2018.

In our opinion, the attached annual financial statements reflect faithfully, in all ma-
terial respects, the financial position of the Union “Single Association of Agro-industri-
al Complex Insurers - National Union of Agricultural Insurers” (hereinafter referred to
as the Association) as of 31 December, 2018, the financial results of its activities and
the targeted financial flow for 2018 in accordance with the rules of the annual financial
statements preparation established in the Russian Federation.

Basis for expressed opinion

We conducted the audit in accordance with the International Audit Standards
(hereinafter - IAS). Our responsibility in accordance with these standards is described
in the section “Auditor’s responsibility for the annual financial statements audit”.

We are independent in relation to the Association in accordance with the Rules for
the Independence of Auditors and Audit Organizations and the Code of Professional
Ethics of Auditors that comply with the Code of Professional Ethics of Accountants de-
veloped by the Council of International Ethical Standards for Professional Accountants
and we fulfilled other duties in accordance with these professional requirements eth-
ics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide as basis of our opinion.

Information other than the annual accounting statements and its audit report

The management s responsible for other information, which includes information
contained in the Annual Report of the Association for 2018, but does not include ac-
counting statements and our audit report on it. The Annual Report of the Association
for 2018, presumably, will be provided to us after the date of this audit report.

QOur opinion on the annual financial statements does not apply to other informa-
tion, and we will not provide a conclusion expressing confidence in any form regarding
this information.

In connection with our audit of the annual financial statements, our responsibility
is to acquaint ourselves with other information as and when it is provided to us and to
consider whether there are material inconsistencies between such information and
annual financial statements or knowledge we obtained during the audit, and whether
the other information contains possible material misstatements.

The management’s responsibility and individuals responsible for corporate
management of annual financial statements

The management is responsible for the preparation and fair presentation of these an-
nual financial statements in accordance with the rules for compiling annual financial
statements established in the Russian Federation and for internal control systems
that the management considers necessary for the preparation of annual financial
statements that do not contain material misstatement due to fraud or errors.

In preparing the annual financial statements, management is responsible for as-
sessing the ability of the Association to operate continuously, to disclose information
related to business continuity and to report on the basis of the assumption of busi-
ness continuity, unless management intends to liquidate the Company, terminate its
activities or whenever it lacks any other real alternative other than the liquidation or
termination of activity.

The individuals responsible for corporate management are responsible for over-
seeing the preparation of the Assaciation's annual financial statements.

Auditor’s responsibility for the annual financial statements audit

QOur goal is to obtain reasonable assurance that the annual financial statements
are free from material misstatement, whether due to fraud or error, and to prepare
an audit report containing our opinion. Reasonable confidence is defined as a high

The auditing organization

“The Audit Company “Marillion” 000 125040, Russia, Moscow,
Protopopovskiy lane, 25, bld. A

OGRN (primary state registration number) 1027700190429

The member of the Self-Regulating Organization of Auditors
“Soobshchestvo” Association (CPO AAQ) PRNE 11606054861

degree of certainty, but is not a guarantee that an audit conducted in accordance with IAS
always reveals significant distortions (if they exist). Distortions could be a result of unfair
actions or mistakes and are considered significant if one can reasonably assume that, in-
dividually or in aggregate, they could affect the economic decisions of users taken on the
basis of this annual accounting.

As part of the audit conducted in accordance with IAS, we apply professional judgment
and maintain professional skepticism throughout the audit.

In addition, we:

- identify and assess the risks of material misstatement of the annual financial state-
ments due to fraud or error; develop and conduct audit procedures in response to these
risks; obtain audit evidence that is sufficient and appropriate to serve as a basis for ex-
pressing our opinion. The risk of not detecting a material misstatement as a result of un-
fair acts s higher than the risk of not detecting a significant distortion as aresult of an error,
as unfair acts may include collusion, fraud, intentional omission, or misrepresentation of
information or actions bypassing internal control systems;

- develop an understanding of the internal control systems that are relevant to the audit
in order to develop audit procedures that are appropriate to the circumstances, but not for
the purpose of expressing an opinion as to the effectiveness of the Association's internal
control system;

- assess the proper nature of the applied accounting policies, the reasonableness of
accounting estimates and the comresponding disclosure of information prepared by the
management of the Association;

- come to a conclusion regarding the legitimacy of management’s use of the assump-
tion of continuing activity and, on the basis of the audit evidence obtained, a conclusion
about whether there is a significant uncertainty in connection with events or conditions
which may raise significant doubts about the ability of the Association to continue its busi-
ness. If we come to the conclusion that there is significant uncertainty, we should draw
attention to our disclosure in our annual financial statements in our audit report or, if such
disclosure is inappropriate, modify our opinion. Our conclusions are based on the audit
evidence received before the date of our audit report. However, future events or conditions
may lead to the Association losing the ability to continue its activities continuously;

- assess the presentation of the annual financial statement in general, its structure and
content, including disclosure of information, as well as whether annual accounting reports
represent the underlying operations and events so that they are reliably presented.

We camy out informational interaction with individuals responsible for corporate man-
agement, bringing to their attention — among other things — information on the planned
scope and timing of the audit, as well as significant comments on the results, including
significant deficiencies in the internal control systems that we identify in the audit process.

General Director

Auditor Company «Marillion», LLC

S.V.Kharitonov 24 April, 2019

NATIONAL ASSOCIATION
OF AGRICULTURE INSURERS

NAA




AGRICULTURE INSURANCE IN RUSSIA IN 2018

AGRICULTURAL INSURANCE: NEW PROSPECTS. ANNUAL REPORT 2018

B STATE SUPPORT FOR CROP AND LIVESTOCK THE MAIN REGIONAL AGRICULTURAL INSURANCE MARKETS IN
INSURANCE BOTH ALLOCATED IN 2018 RUSSIA IN 2018

STATE SUPPORT FOR CROP INSURANCE ONLY

STATE SUPPORT FOR LIVESTOCK INSURANCE
NAAI ONLY
AGRICULTURAL RISKS INSURED WITHOUT STATE

«

SUPPORT 1 Moscow 5188 2546 2643 -0.4%
FARMERS DID NOT INSURE AGRICULTURAL RISKS 2 Voronezh T Lo

3 Krasnodar 2375  233.1 4.4 -20.6%

4 Republic of Tatarstan  213.8  91.8 122.0 18.4%

5 Bryansk 2003 442 1561 24.6%

2 O 6 Belgorod 189.7 1889 0.8 -1.4%

j ) 7 Ol 1750 24 1726 -45.5%

leading ':gd“’f“s 8§  Stavropol 1696 1871 04 -32.6%

accountedor 9 Lipetsk 1357 140 1216 -40.3%

8 O 0/ 0 Perm 1057 125 932 -3.6%
O N Samara 1040 4.0 100.0 1287.2%

N \ of the 12 Omsk 1010 130 880 48.3%
agriculture insurance market of 13 RepublicofKarelia 884 884 0.0 145.9%
Russia in 2018 14 Penza 800 110 690 19.8%

15 Sankt-Petersburg 789 143 04.6 19.2%

16 Rostov 750 9.8 65.2 -44.7%

17 Republic of Mordovia 729  13.7 59.3 -26.0%

. 722 45 307 9.5%

IN 2018, AGRICULTURAL INSURANCE 19 ChuvashRepublic. ~ 674 625 49 3.7%
COTRACTS WAS CONCLUDED IN 74 OF 20 Volgograd 5.5 44 53.0 220.1%

TERRITORIAL ENTITIES OF RUSSIAN T0P-20 30020 13868 16153

FEDERATION. IN 66 OF THIS REGIONS THE
FARMERS RECEIVED STATE SUPPORT TO
COVER THEIR EXPENSES ON INSURANCE

Photo: Depositphotos; Pixabay; the press services of the Government of the Russian Federation, the Ministry of Agriculture of the Russian
Federation, the Council of the Federation, ARIA, NAAI
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The National Association of Agriculture Insurers
107217, Russian Federation, Moscow, Sadovaya Spasskaya str,, 21/1, office 1012
Tel/Fax: +7 (495) 782-04-99, 782-05-34 Website: www.naai.ru E-mail; info@naai.ru



