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Statement of financial position as at December 31, 2020

Assets Note 2020 2019
(in Aruba florins)
Property and equipment 2 291,514 471,648
Right-of-use assets 3 251,034 923,119
Intangible assets 5 4,565 4,565
Deferred tax assets 13 113,929 274,999
Investment securities 4 23,315,222 18,724,459
Receivables
Due from reinsurers 12 6,063,806 9,335,808
Insurance receivables 6 2,001,817 3,221,211
Deferred acquisition costs 7 1,034,984 1,254,534
Prepayments and other current assets 8 514,222 871,692
Current account affiliated companies 9 4,042,179 1,095,132
14,557,008 15,778,377
Cash and cash equivalents 10 3,408,133 3,053,001
TOTAL ASSETS 41,941,405 39,230,168
Shareholders' equity and liabilities Note 2020 2019
(in Aruba florins)
Shareholders' equity
Share capital 11 1,800,000 1,800,000
Retained earnings 15,595,384 11,253,453
17,395,384 13,053,453
Liabilities
Insurance liabilities 12 17,162,328 17,132,225
Due to reinsurers 12 4,285,613 5,658,415
Deferred tax payable 13 62,759 230,780
Current tax payable 13 1,440,694 1,062,425
Lease liabilities 3 254,994 937,676
Accounts payable and accrued liabilities 14 1,160,617 719,734
Current account affiliated companies 9 179,016 435,460
24,546,021 26,176,715
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 41,941,405 39,230,168
These financial statements were approved by the Board of Directors and signed on its behalf by:
Director Director
See accompanying notes to the financial statements ﬁﬁfﬁﬁm‘f
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Nagico Aruba N.V., Aruba

TNAGICOR.

Statement of comprehensive income for the year ended December 31, 2020

Note 2020 2019

(in Aruba florins)
Underwriting income

Insurance premium revenue 15 25,851,451 24,593,372

Reinsurance cost (9,090,237) (9,037,380)
Net premiums earned 16,761,214 15,555,992

Commission expense 7 (3,201,667) (2,757,117)
Net insurance premium revenue 13,559,547 12,798,875

Other underwriting income 16 795,388 797,355
Net insurance premium revenue 14,354,935 13,596,230
Underwriting expenses

Insurance claims and loss adjustment expenses,

net of recoveries from reinsurers 17 4,251,882 4,920,029
Net underwriting income 10,103,053 8,667,201
Other expenses

Personnel expenses 18 2,242,124 2,292,705

Administrative expenses 19 589,944 600,925

Other operating expenses 20 1,974,747 2,413,721

Amortization 5 . g

Depreciation 2,3 267,278 300,375
Total other expenses 5,074,093 5,607,726
Other income

Investment income 21 543,825 778,525

Other income 22 208,589 438,621
Total other income 752,414 1,217,146
Net result before taxation 5,781,374 4,276,621
Taxation 13 (1,439,443) (1,075,979)
Net result after taxation 4,341,931 3,200,642
Other comprehensive income 2 s =
Comprehensive income for the year 4,341,931 3,200,642
See accompanying notes to the financial statements ﬁ%’:ﬁ:ﬁ;g
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Nagico Aruba N.V., Aruba

ICO=

Statement of changes in shareholders' equity for the year ended December 31, 2020

Revaluation Retained
Share capital reserve earnings Total
(in Aruba florins)
Balance as at January 1, 2019 1,800,000 - 8,052,811 9,852,811
Net result after taxation = - 3,200,642 3,200,642
- - 3,200,642 3,200,642
Balance as at December 31, 2019 1,800,000 - 11,253,453 13,053,453
Net result after taxation - - 4,341,931 4,341,931
- = 4,341,931 4,341,931
Balance as at December 31, 2020 1,800,000 - 15,595,384 17,395,384
Refer to note 11 for additional disclosures regarding these equity components.
See accompanying notes to the financial statements Epﬁﬁﬁﬁ,&np":co
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Nagico Aruba N.V., Aruba

Statement of cash flows for the year ended December 31, 2020

2020 2019
(in Aruba florins)
Cash flows from operating activities:
Net result before taxation 5,781,374 4,276,621
Adjustments to reconcile profit before tax to net cash flows:

Depreciation of property and equipment 252,970 250,842

Depreciation from right-of-use assets 14,308 49,533

Amortization of intangible assets - -

Gain on disposal of property and equipment - (336,212)

Interest and other expense from lease liability 104,988 80,359

Change in unrealized gains and losses on investments 325,057 (190,483)

Write-off of bad debts 536 7,029
Working capital movements:

Due from reinsurers 2,372,002 1,169,212

Insurance receivables 1,218,858 (238,552)

Deferred acquisition costs 219,550 11,941

Other receivables and prepayments (415,775) (733,230)

Due to reinsurers (1,372,802) (1,251,995)

Insurance liabilities 30,103 (757,278)

Accounts payable and accrued liabilities 440,883 227,493

Current account affiliated companies (3,203,491) (4,397,132)

(12,813) (6,108,473)

Interest received 773,245 343,075

Profit tax paid (1,068,125) (782,200)

(294,880) (439,125)
Net cash flows provided by /(used in) operating activities 5,473,681 (2,270,977)
Cash flows from investing activities:

Purchase of property and equipment (72,836) (235,153)

Proceeds from sale/disposal of property and equipment - 879,894

Purchase of investment securities (12,681,933) (6,325,418)

Proceeds from sale and maturity of investment securities 7,766,113 4,301,442
Net cash flows used in investing activities (4,988,656) (1,379,235)
Cash flows from financing activities:

Repayment of lease liability (129,893) (115,335)
Net cash flows used in financing activities (129,893) (115,335)
Net increase /(decrease) in cash and cash equivalents 355,132 (3,765,547)
Cash and cash equivalents at January 1 3,053,001 6,818,548
Cash and cash equivalents at December 31 3,408,133 3,053,001

: . ERNST & YO
See accompanying notes to the financial statements gg,gfnmpfc
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Nagico Aruba N.V., Aruba

Notes to the financial statements

(1) Other general information and summary of significant accounting policies

CORPORATE INFORMATION

Nagico Aruba N.V., (the "Company") was incorporated on April 2, 2008 under the laws of Aruba. The Company's
registered office address is Seroe Blanco 4, Oranjestad, Aruba.

The Company is a wholly-owned subsidiary of National General Insurance Corporation ("Nagico N.V.") which is
incorporated in St. Maarten (“the parent”). The ultimate parent is NAGICO Holdings Limited, which is incorporated
in Anguilla. All transactions and balances described as group relate to NAGICO Holdings Limited, its subsidiaries
and affiliates.

Peak Reinsurance Company Limited ("Peak Re"), a Hong Kong based global reinsurer, acquired a 50% share in
NAGICO Holdings Limited from First Star Inc., the other 50% shareholder. The transaction has been officially
completed in August 2016 after the receipt of all required regulatory approvals and other customary closing
conditions. Peak Re is a global reinsurer with extensive experience in the Asia Pacific market. Peak Re is authorized
by the Office of the Commissioner of Insurance of Hong Kong and is backed by Fosun International Limited and
Prudential Financial,Inc. (new shareholder effective April 6, 2018).

The Company's principal activity is the offering of property and casualty insurance including fire, motor, public
liability, marine and health insurance. A significant portion of the Company's casualty insurance business is
reinsured.

Approval of the financial statements
The financial statements were approved by the Board of Directors on June 22, 2021.

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

Statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB), under the historical cost
convention unless otherwise stated.

Significant accounting judgments, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosure of contingent assets and liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities
affected in future periods.

In the process of applying the Company’s accounting policies, management has made various judgments. Those
which management has assessed to have the most significant effect on the amounts recognized in the financial
statements have been disclosed in the individual notes of the related financial statement line items.

ERNST & YO
FOR IDENTIFIC
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TNAGICOR.

Nagico Aruba N.V., Aruba

Basis of preparation (continued)

Significant accounting judgments, estimates and assumptions (continued)

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are also described in the individual notes of the related financial statement line items below.
The Company based its assumptions and estimates on parameters available when the financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to market
changes or circumstances arising that are beyond the control of the Company. Such changes are reflected in the
assumptions when they occur.

The reserves consist of a provision for the estimated outstanding casualty and property insurance claims to be paid
and include a provision for incured but not yet reported (IBNR) claims. These provisions are not discounted. Large
claims are usually separately addressed, either by being reserved at the face value of loss adjuster estimates or
separately projected in order to reflect their future development. In most cases, no explicit assumptions are made
regarding future rates of claims inflation or loss ratios. Instead, the assumptions used are those implicit in the
historical claims development data on which the projections are based. Additional qualitative judgement is used to
assess the extent to which past trends may not apply in future, (e.g., to reflect one-off occurrences, changes in
external or market factors such as public attitudes to claiming, economic conditions, levels of claims inflation,
judicial decisions and legislation, as well as internal factors such as portfolio mix, policy features and claims
handling procedures) in order to arrive at the estimated ultimate cost of claims that present the likely outcome from
the range of possible outcomes, taking account of all the uncertainties involved.

The related portions recoverable from reinsurers in respect of incidents occurring up to the statement of financial
position date are recorded as claims receivable.

Revaluation of property and equipment
The Company measures land and buildings at revalued amounts with changes in fair value being recognized in
Other Comprehensive Income (OCI).

Determining the lease term of contracts with renewal and termination options — as lessee

The Company determines the lease term as the non-cancellable term of the lease, together with any periods covered
by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to
terminate the lease, if it is reasonably certain not to be exercised.

The Company has several lease contracts that include extension and termination options. The Company applies
judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate
the lease. That is, it considers all relevant factors that create an economic incentive for it to exercise either the
renewal or termination. After the commencement date, the Company reassesses the lease term if there is a
significant event or change in circumstances that is within its control and affects its ability to exercise or not to
exercise the option to renew or to terminate.

The Company included the renewal period as part of the lease term for leases of buildings. The Company typically
exercises its option to renew for these leases because there will be a significant negative effect on its operations.
Furthermore, the periods covered by termination options are included as part of the lease term only when they are
reasonably certain not to be exercised.

The value of the right-of-use asset and a lease liability are particularly sensitive to changes in the term of the lease.
Since the lease held by the Company is on a perpetual method, Management has decided to take the median of the
maximum useful life for a building (10-25 years), which is 18 years, as the term of the lease. The analysis below
shows the impact to the right-of-use asset, lease liability, depreciation expense and interest expense when using the
the higher end and lower end of the useful life for a building.

ERNST & YO
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TNAGICOR.

Nagico Aruba N.V., Aruba

Basis of preparation (continued)

Revaluation of property and equipment (continued)

Right-of- Lease Deprecia- Interest
use asset liability tion expense Expense
(in Aruba florins)
25 year lease term 51,719 52,365 (2,285) 2,931
10 year lease term (94,207) (96,110) 3477 (5.379)

Determination of fair value

When measuring the fair value of an asset or liability, the Company uses market observable data as far as possible.
Fair values are categorized into different levels in a fair value hierarchy based on the inputs in the valuation
techniques as follows:

Level 1 — fair value measurements using quoted prices (unadjusted) in active markets for identical assets or
liabilities.

Level 2 — fair value measurements using inputs other than quoted prices included within Level 1 that are
observable for the asset and liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3 — fair value measurements using inputs for the asset or liability that are not based on observable market
data (i.e. unobservable inputs).

Financial assets at fair value through profit or loss are valued using quoted prices in active markets when available.
Market values were determined on the basis of available information at the end of the financial year, and therefore
did not take into account subsequent movements.

When the fair values of financial assets and financial liabilities recorded in the statement of financial position
cannot be measured based on quoted prices in active markets, their fair value is measured using valuation
techniques including the discounted cash flow (DCF) model. The inputs to these models are taken from observable
markets where possible, but where this is not feasible, a degree of judgement is required in establishing fair values.
Judgements include considerations of inputs such as liquidity risk, credit risk and model inputs such as volatility for
longer dated derivatives and discount rates, prepayment rates and default rate assumptions for asset backed
securities.

For discounted cash flow analysis, estimated future cash flows and discount rates are based on current market
information and rates applicable to financial instruments with similar yields, credit quality and maturity
characteristics. Estimated future cash flows are influenced by factors such as economic conditions (including
country specific risks), concentrations in specific industries, types of instruments or currencies, market liquidity and
financial conditions of counterparties. Discount rates are influenced by risk free interest rates and credit risk.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available
from an exchange, dealer, broker, pricing service or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s-length basis. If the above criteria are not met, the market is
regarded as being inactive.

In cases where the fair value of unlisted equity instruments cannot be determined reliably, the instruments are
carried at cost less any impairments. Investment in government bonds are carried at amortized cost less any
impairments due to lack of an active market.

The amortized costs less impairment provision of insurance receivables are assumed to approximate their fair value.

The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash
flows at the current market interest rate that is available to the Company for similar financial instruments. The
carrying amounts of trade payables and other current liabilities approximate fair values due to the short-term
maturities of these liabilities.

ERNST & YO
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TNAGICOR.

Nagico Aruba N.V., Aruba

Basis of preparation (continued)

Taxes

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based on the likely timing and the level of future taxable
profits together with future tax planning strategies. Further details on taxes are disclosed in Note 13.

Foreign currency translation

The Company maintains its accounting records in Aruban Florins (AWG). Transactions in foreign currencies are
translated at the foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the statement of financial position date are translated to AWG at the foreign
exchange rate ruling at the date. Foreign exchange differences arising on translation are recognized in the statement
of profit or loss and other comprehensive income statement. Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction.

New and amended standards

The Company applied for the first time certain standards and amendments, which are effective for annual periods
beginning on or after January 1, 2020. The Company has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.

Several other amendments and interpretations apply for the first time in 2020, but do not have an impact on the
financial statements of the Company. The Company has not early adopted any standards, interpretations or
amendments that have been issued but are not yet effective.

Amendments to References to the Conceptual Framework in IFRS Standards

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or
requirements in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing
standards, to help preparers develop consistent accounting policies where there is no applicable standard in place
and to assist all parties to understand and interpret the standards. This will affect those entities which developed
their accounting policies based on the Conceptual Framework. The revised Conceptual Framework includes some
new concepts, updated definitions and recognition criteria for assets and liabilities and clarifies some important
concepts. These amendments had no impact on the financial statements of the Company.

Amendments to IFRS 3 Definition of a business

The amendments clarify that while businesses usually have outputs, outputs are not required for an integrated set of
activities and assets to qualify as a business. To be considered a business an acquired set of activities and assets
must include, at a minimum, an input and a substantive process that together significantly contribute to the ability
to create outputs.

Additional guidance is provided that helps to determine whether a substantive process has been acquired.

The amendments introduce an optional concentration test that permits a simplified assessment of whether an
acquired set of activities and assets is not a business. Under the optional concentration test, the acquired set of
activities and assets is not a business if substantially all of the fair value of the gross assets acquired is concentrated
in a single identifiable asset or group of similar assets.

The amendments are applied prospectively to all business combinations and asset acquisitions for which the
acquisition date is on or after the first annual reporting period beginning on or after January 1, 2020, with early
application permitted. These amendments have no impact on the financial statements of the Company.
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Nagico Aruba N.V., Aruba

New and amended standards (continued)

Amendments to IAS 1 and IAS 8 Definition of material

The amendments are intended to make the definition of material in IAS 1 easier to understand and are not intended
to alter the underlying concept of materiality in IFRS Standards. The concept of ‘obscuring’ material information
with immaterial information has been included as part of the new definition.

The threshold for materiality influencing users has been changed from "could influence" to "could reasonably be
expected to influence".

The definition of material in IAS 8 has been replaced by a reference to the definition of material in IAS 1. In
addition, the IASB amended other Standards and the Conceptual Framework that contain a definition of material or
refer to the term ‘material’ to ensure consistency.

The amendments are applied prospectively for annual periods beginning on or after January 1, 2020, with earlier
application permitted. These amendments have no impact on the financial statements of the Company.

Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform

The amendments to IFRS ¢ and IAS 39 Financial Instruments: Recognition and Measurement provide a number of
reliefs, which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A
hedging relationship is affected if the reform gives rise to uncertainties about the timing and or amount of
benchmark-based cash flows of the hedged item or the hedging instrument. These amendments had no impact on
the financial statements of the Company as it does not have any interest rate hedge relationships.

Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. The
amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent
concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect
not to assess whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes
this election accounts for any change in lease payments resulting from the Covid-19 related rent concession the
same way it would account for the change under IFRS 16, if the change were not a lease modification.

The amendment applies to annual reporting periods beginning on or after 1 June 2020. Earlier application is
permitted. This amendment had no impact on the financial statements of the Company.

Standards issued but not yet effective

The standards that are issued, but not yet effective, up to the date of issuance of the Company’s consolidated
financial statements are disclosed below. The Company intends to adopt these standards, if applicable, when they
become effective.

IFRS 17 Insurance Contracts

IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure of insurance
contracts and supersedes IFRS 4 Insurance Contracts.

IFRS 17 outlines a general model, which is modified for insurance contracts with direct participation features,
described as the variable fee approach. The general model is simplified if certain criteria are met by measuring the
liability for remaining coverage using the premium allocation approach.

The general model uses current assumptions to estimate the amount, timing and uncertainty of future cash flows
and it explicitly measures the cost of that uncertainty. It takes into account market interest rates and the impact of
policyholders’ options and guarantees.
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Nagico Aruba N.V., Aruba

Standards issued but not yet effective (continued)
IFRS 17 Insurance Contracts (continued)

The Standard is effective for annual reporting periods beginning on or after January 1, 2023, with early application
permitted. Early application is permitted, provided the entity also applies IFRS g and IFRS 15 on or before the date
it first applies IFRS 17. It is applied retrospectively unless impracticable, in which case the modified retrospective
approach or the fair value approach is applied. An exposure draft Amendments to IFRS 17 addresses concerns and
implementation challenges that were identified after IFRS 17 was published. One of the main changes proposed is
the deferral of the date of initial application of IFRS 17 by one year to annual periods beginning on or after January
1, 2023.

For the purpose of the transition requirements, the date of initial application is the start of the annual reporting
period in which the entity first applies the Standard, and the transition date is the beginning of the period
immediately preceding the date of initial application.

As at December 31, 2020, Management has yet to reasonably estimate the impact at initial application of IFRS 17
and TFRS g.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the TASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify:

* What is meant by a right to defer settlement

¢ That a right to defer must exist at the end of the reporting period

* That classification is unaffected by the likelihood that an entity will exercise its deferral right

e That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a

liability not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be
applied retrospectively. The Company is currently assessing the impact the amendments will have on current
practice and whether existing loan agreements may require renegotiation.

Reference to the Conceptual Framework — Amendments to IFRS 3

In May 2020, the TASB issued Amendments to IFRS 3 Business Combinations - Reference to the Conceptual
Framework. The amendments are intended to replace a reference to the Framework for the Preparation and
Presentation of Financial Statements, issued in 1989, with a reference to the Conceptual Framework for Financial
Reporting issued in March 2018 without significantly changing its requirements.

The Board also added an exception to the recognition principle of IFRS 3 to avoid the issue of potential ‘day 2’ gains
or losses arising for liabilities and contingent liabilities that would be within the scope of IAS 37 or IFRIC 21 Levies,
if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent assets that would not be
affected by replacing the reference to the Framework for the Preparation and Presentation of Financial Statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022 and apply
prospectively.
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Nagico Aruba N.V., Aruba

Standards issued but not yet effective (continued)

Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use, which prohibits
entities deducting from the cost of an item of property, plant and equipment, any proceeds from selling items
produced while bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises the proceeds from selling such items, and the costs
of producing those items, in profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 and must be applied
retrospectively to items of property, plant and equipment made available for use on or after the beginning of the
earliest period presented when the entity first applies the amendment.

The amendments are not expected to have a material impact on the Company.

Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

In May 2020, the IASB issued amendments to TIAS 37 to specify which costs an entity needs to include when
assessing whether a contract is onerous or loss-making.

The amendments apply a “directly related cost approach”. The costs that relate directly to a contract to provide
goods or services include both incremental costs and an allocation of costs directly related to contract activities.
General and administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022. The Company will
apply these amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of the
annual reporting period in which it first applies the amendments.

IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter

As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an amendment to IFRS 1
First-time Adoption of International Financial Reporting Standards. The amendment permits a subsidiary that
elects to apply paragraph Di6(a) of IFRS 1 to measure cumulative translation differences using the amounts
reported by the parent, based on the parent’s date of transition to IFRS. This amendment is also applied to an
associate or joint venture that elects to apply paragraph D16(a) of IFRS 1.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier adoption
permitted.

IFRS 9 Financial Instruments — Fees in the "10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment to IFRS 9.
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original financial liability. These fees include only
those paid or received between the borrower and the lender, including fees paid or received by either the borrower
or lender on the other’s behalf. An entity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier adoption
permitted. The Company will apply the amendments to financial liabilities that are modified or exchanged on or
after the beginning of the annual reporting period in which the entity first applies the amendment.

The amendments are not expected to have a material impact on the Company.
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Nagico Aruba N.V., Aruba

Standards issued but not yet effective (continued)

IAS 41 Agriculture — Taxation in fair value measurements

As part of its 2018-2020 annual improvements to IFRS standards process the TASB issued amendment to IAS 41
Agriculture. The amendment removes the requirement in paragraph 22 of TAS 41 that entities exclude cash flows for
taxation when measuring the fair value of assets within the scope of IAS 41.

An entity applies the amendment prospectively to fair value measurements on or after the beginning of the first
annual reporting period beginning on or after 1 January 2022 with earlier adoption permitted.

The amendments are not expected to have a material impact on the Company.

Presentation of the financial statements

IAS 1, Presentation of Financial Statements, provides an option to distinguish between current and non-current
items for all assets and liabilities in the statement of financial position of the company. Such a distinction is not
appropriate for the company, where close control over liquidity, asset and liability matching, and highly regulated
capital and solvency positions are considered more relevant.

These financial statements are presented in AWG, which is the Company's functional currency. All financial
information presented in AWG has been rounded to the nearest dollar, except when otherwise indicated.

Certain comparative amounts in these financial statements have been reclassified to conform with the current year’s
presentation. For year ended December 31, 2019, there were no reclassifications made to the amounts.

Summary of significant accounting policies

Property and equipment

Property and equipment are stated at cost net of accumulated depreciation and impairment losses. Depreciation is
determined on the straight-line basis based on the estimated useful life of the assets and an eventual residual value
has been taken into consideration.

Depreciation is determined on the straight-line basis based on the estimated useful life of the property and
equipment and an eventual residual value has been taken into consideration. Depreciation is charged to the
statement of profit or loss and other comprehensive income. The estimated useful lifes are as follows:

buildings 10-25 years
furniture and fixtures 5 years
equipment 3 years
vehicles 3 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Land, buildings and improvements are measured on initial recognition at cost. Following initial recognition at cost,
land, buildings and improvements are carried at revalued amount, which is the fair value at the date of the
revaluation less any subsequent accumulated depreciation on buildings and improvements and subsequent
accumulated impairment losses. Impairment reviews are performed when there are indications that the carrying
value may not be recoverable. Impairment losses are recognized in the statement of other comprehensive income to
the extent of any credit balance existing in the revaluation reserve in respect of that asset. Additional decreases as a
result of revaluation shall be recognized in the statement of comprehensive income.
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Intangible assets

Present value of acquired in-force business

The Company capitalizes an intangible asset arising from the acquisition of insurance portfolios. The fair value of
these type of assets was calculated based on cost savings on commissions and management fees and other
opportunity costs. The capitalized cost will be amortized over the lifetime of the policies and expected client
relationships, which have an estimated useful life not longer than five years. These are reviewed at the end of each
reporting date and are written-off where they are no longer considered as recoverable.

Other tangible assets

Other intangible assets are measured on initial recognition at cost. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and accumulated impairment losses. Internally generated
intangibles, excluding capitalised development costs, are not capitalised and the related expenditure is reflected in
profit or loss in the period in which the expenditure is incurred. The Company's Insurance Operating Software
"INSPRO III" is amortized in three years.

Impairment of non-financial assets
The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Company estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and
its value in use. The recoverable amount is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount
of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs to sell, recent market transactions are taken into account, if available. If no
such transactions can be identified, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value indicators.
inancial instrum
Classification
A financial instrument is any contract that gives rise to both a financial asset of one enterprise and a financial
liability or equity instrument of another enterprise. Financial assets have been determined to include cash at bank
and in hand, investment securities, insurance receivables, other current assets and related party balances. Financial
liabilities include accounts payable and accrued liabilities, related party balances and due to reinsurers.

Financial assets

Initial recognition and measurement

Financial assets within the scope of TAS 39 are classified as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments and available-for-sale financial assets, as appropriate. The Company
determines the classification of its financial assets at initial recognition.

Financial assets are recognized initially at fair value plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs.

The classification depends on the purpose for which the investments were acquired or originated. Financial assets
are classified at fair value through profit or loss where the Company’s documented investment strategy is to manage
financial investments on a fair value basis, because the related liabilities are also managed on this basis. The
available-for-sale and held-to-maturity categories are used when the relevant liability (including shareholders’
funds) is passively managed and/or carried at amortized cost.
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Financial assets (continued)
Initial recognition and measurement (continued)

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular-way trades) are recognized on the trade date, i.e., the date that the Company
commits to purchase or sell the asset.

The Company’s financial assets include cash and cash equivalents, receivables and investment securities.

Subsequent measurement
For purposes of subsequent measurement financial assets are classified in four categories:

Financial assets at fair value through profit or loss;
Available-for-sale financial investments;

Loans and receivables; and

Held-to-maturity investments.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and those designated
upon initial recognition at fair value through profit or loss. For investments designated at fair value through profit
or loss, the following criteria must be met:

The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from
measuring the assets or liabilities or recognising gains or losses on a different basis, or

The assets and liabilities are part of a group of financial assets, financial liabilities or both which are managed
and their performance evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy.

These investments are initially recorded at fair value. Subsequent to initial recognition, these investments are
remeasured at fair value. Fair value adjustments and realised gains and losses are recognized in the statement of
profit or loss.

The Company evaluated its financial assets at fair value through profit and loss (held for trading) to determine
whether the intent to sell them in the near term is still appropriate. When the Company is unable to trade these
financial assets due to inactive markets and management’s intent to sell them in the foreseeable future significantly
changes, the Company may elect to reclassify these financial assets in rare circumstances. The reclassification to
loans and receivables, available-for-sale or held-to-maturity depends on the nature of the asset. This evaluation
does not affect any financial assets designated at fair value through profit or loss using the fair value option at
designation.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. These investments are initially recognized at cost, being the fair value of the consideration paid
for the acquisition of the investment. All transaction costs directly attributable to the acquisition are also included in
the cost of the investment. After initial measurement, loans and receivables are measured at amortized cost, using
the effective interest rate method (EIR), less impairment. Amortized cost is caleulated by taking into account any
discount or premium on acquisition and fee or costs that are an integral part of the EIR. The EIR amortisation is
included in investment income in the statement of profit or loss. Gains and losses are recognized in the statement
of profit or loss when the investments are derecognized or impaired, as well as through the amortisation process.
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Financial assets (continued)

Subsequent measurement (continued)

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held-to-
maturity when the Company has the positive intention and ability to hold until maturity. These investments are
initially recognized at cost, being the fair value of the consideration paid for the acquisition of the investment. All
transaction costs directly attributable to the acquisition are also included in the cost of the investment. After initial
measurement, held-to-maturity financial assets are measured at amortized cost, using the effective interest rate
method, less impairment. Gains and losses are recognized in the statement of profit or loss when the investments
are derecognized or impaired, as well as through the amortisation process.

Derecognition
A financial asset (or, when applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognized when:

The rights to receive cash flows from the asset have expired, or

The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Company has transferred its right to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognized to the extent of the Company’s continuing involvement in the
asset.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Company could be
required to repay.

In that case, the Company also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Company has retained.

Impairment of financial assets

The Company assesses, at each reporting date, whether there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more events that have occurred since the initial
recognition of the asset (an incurred ‘loss event’), have an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include indications
that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptey or other financial reorganisation and
observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults. For an investment in an equity security, objective
evidence of impairment includes a significant or prolonged decline in its fair value below its cost. The Company
considers a decline of 20% to be significant and a period of nine months to be prolonged.
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Summary of significant accounting policies (continued)

Financial assets (continued)

Impairment of financial assets (continued)

Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Company first assesses whether impairment exists individually for
financial assets that are individually significant, or for financial assets that are not individually significant. If the
Company determines that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognized are not included in a collective assessment of impairment.

Assets that are not individually significant are collectively assessed for impairment. Collective assessment is carried
out by grouping together assets with similar risk characteristics. In assessing collective impairment, the Company
uses historical information on the timing of recoveries and the amount of loss incurred, and makes an adjustment if
current economic and credit conditions are such that the actual losses are likely to be greater or lesser than
suggested by historical trends.

If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, the
amount of the impairment loss is measured as the difference between the carrying amount of the asset and the
present value of estimated future cash flows (excluding future expected credit losses that have not been incurred)
discounted at the financial asset’s original EIR. If a loan has a variable interest rate, the discount rate for measuring
any impairment loss is the current EIR.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognized in the statement of profit or loss. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss. The interest income is recorded as part of investment income in the statement of profit or loss.
Loans together with the associated allowances are written off when there is no realistic prospect of future recovery
and all collateral has been realised or has been transferred to the Company. If, in a subsequent year, the amount of
the estimated impairment loss increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by adjusting the allowance account. If
a future write-off is later recovered, the recovery is credited to the ‘finance cost’ in the statement of profit or loss.

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss
and other financial liabilities. The Company determines the classification of its financial liabilities at initial
recognition. The Company’s financial liabilities include insurance payables, trade and other payables.

Financial liabilities

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms,

derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognized in the statement of comprehensive income.

A financial liability is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated
as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured
at amortised cost using the effective interest method. Interest expense and foreign exchange gains and losses are
recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss. All of the
Company's's financial liabilities are classified as other financial liabilities.
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Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when the Company currently has legally enforceable right to offset the amounts and intends
to settle them on a net basis or to realize the asset and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and cash invested in short-term financial instruments purchased
that are readily convertible to known amounts of cash, maturing within 9o days of the date of purchase and which
are deemed to present insignificant risk of changes in value due to changing interest rates.

atement of cash S
The Company has elected to present cash flows from operating activities using the indirect method and has used
"Result before taxation" as the starting point for presenting operating cash flows, followed by the investing and
financial activities on cash flows.

Other assets and liabilities
Other assets and liabilities are stated at cost unless otherwise stated.

Related party transactions

Related parties are those enterprises that are either in control of the Company or are controlled by the Company, or
can exercise significant influence over the Company. Control exists when the Company has the power, directly or
indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities.
All transactions with the related parties are conducted at arm's-length basis., unless otherwise stated. No expense
has been recognized in the current year or prior year for bad or doubtful debts in respect of amounts owed by
related parties.

Transactions with shareholder

Since June 2015, the Company entered into a Quota Share reinsurance agreement with it's 50% (ultimate)
shareholder Peak Re whereby Peak Re agreed to cover a portion of the risks that may be incurred by the Company.
Starting June 1, 2020, two more reinsurers have joined the Quota Share reinsurance agreement of the Company.
Under this new combined agreement, Peak Re's share has reduced to 40% and the third party reinsurers together
are sharing 10%. During 2020, the net transactions between the Company and it’s reinsurers (combined) in relation
to this agreement amounted to AWG 2.2 million (2019: AWG 2.2 million). As at December 31, 2020, the net
outstanding balance amounts to AWG 286 thousand (receivable) and is included in both "due from reinsurers" and
"due to reinsurers” (2019: AWG 2.9 million, receivable).

The Company's Quota Share transactions can be summarized as follows:

2020 2019
(in Aruba florins)
Premiums ceded (6,681,533)  (11,566,187)
Commission income 2,208,787 4,909,730
Reinsurance premium ceded - -
Claims recoverable 2,257,037 4,437,838
Net transactions (2,215,709) (2,218,619)
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Related party transactions (continued)

Transactions with shareholder (continued)

The Company's Quota Share outstanding balances as at December 31, 2020 and December 31, 2019 are as follows:

2020 2019
(in Aruba florins)
Due from reinsurers
Unearned reinsurance premiums 980,604 6,194,322
Claims receivable 590,027 1,208,930
Commission revenue receivable (652,290) (447,993)

918,341 6,955,259
Due to reinsurers
Reinsurance premiums payable (279,333)  (2,017,838)
Unearned commission revenue (353,055)  (2,048,518)

(632,388)  (4,0606,3560)

Net outstanding balance 285,953 2,888,903

Deferred acquisition cost

Those direct and indirect costs incurred during the financial year arising from the writing or renewal of insurance
contracts are deferred to the extent that these costs are recoverable out of future premiums. All other acquisition
costs are recognized as an expense when incurred.

Subsequent to initial recognition, costs for acquisition are amortized over the year in which the related revenues are
earned.

Deferred acquistion costs are reviewed at end of each reporting period. These are impaired if these are no longer
considered recoverable.

Insurance contracts

Insurance contracts are defined as those containing significant insurance risk if, and only if, an insured event could
cause an insurer to pay significant additional benefits in any scenario, excluding scenarios that lack commercial
substance, at the inception of the contract. Such contracts remain insurance contracts until all rights and
obligations are extinguished or expires. Contracts can be reclassified to insurance contracts after inception of
insurance risk becomes significant.

Recognition and measurement

Casualty insurance contracts protect the Company’s customers against the risk of causing harm to third parties as a
result of their legitimate activities. Damages covered include both contractual and non-contractual events. The
typical protection offered is designed for employers who become legally liable to pay compensation to injured
employees (employers’ liability) and for individual and business customers who become liable to pay compensation
to a third party for bodily harm or property damage (public liability).

Property insurance contracts mainly compensate the Company’s customers for damage suffered to their properties
or for the value of property lost. Customers who undertake commercial activities on their premises could also
receive compensation for the loss of earnings caused by the inability to use the insured properties in their business
activities (business interruption cover).
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Insurance contracts (continued)

Recognition and measurement (continued)

Motor insurance contracts cover the driver’s liability to third parties in respect of personal injury or property
damage. If comprehensive cover is purchased, the policy also covers damage to the policyholder’s vehicle.

Marine insurance contracts include the insurance of goods in transit over land or sea and also the insurance of hulls.
Hull insurances typically cover both physical damage to the vessel and also the boat owner’s liability to third parties
in respect of personal injury or property damage.

The healthcare products provide medical cover to policyholders.

For all these contracts, premiums are recognized as revenue (earned premiums) proportionally over the year of
coverage. The portion of premium received on in-force contracts that relates to unexpired risks at the statement of
financial position date is reported as the unearned premium liability. Premiums are shown before deduction of
commission and are gross of any taxes or duties levied on premiums.

Significant assumptions and other sources of estimation uncertainty

IFRS 4 requires an insurer to describe the process used to determine the assumptions that have the greatest effect
on the measurement of assets, liabilities, income and expense arising from insurance contracts. At each financial
reporting date, the valuation assumption for each component of policy cash flow consists of an assumption for the
expected experience and, separately, a margin for adverse deviation that reflects the degree of uncertainty in the
expected experience assumption. The expected experience and the margin reflect the latest current experiences.

Estimates and Judgements

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Company would have to pay
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to
the right-of-use asset in a similar economic environment. The IBR therefore reflects what the Company ‘would have
to pay’, which requires estimation when no observable rates are available (such as for subsidiaries that do not enter
into financing transactions) or when they need to be adjusted to reflect the terms and conditions of the lease (for
example, when leases are not in the subsidiary’s functional currency). The Company estimates the IBR using
observable inputs (such as market interest rates) when available and is required to make certain entity-specific
estimates (such as the subsidiary’s stand-alone credit rating).

Claims and loss adjustment expenses and related liabilities

These reserves consist of a provision for the estimated outstanding casualty and property insurance claims to be
paid and include a provision for incurred but not yet reported (IBNR) claims. These provisions are not discounted.
The related portions recoverable from reinsurers in respect of incidents occurring up to the statement of financial
position date are recorded as claims receivable.

Besides casualty and property insurance, the Company also underwrites sickness insurance. These policies are
reinsured over a minimum threshold per incident. Subsequent claim settlements above the threshold amount are
provided for.

The provision for IBNR claims is computed by the Company with the assistance of independent professional
actuaries using standard actuarial techniques and assumptions, in our case the Bornhuetter-Ferguson (BF)
methodology.

Unallocated loss adjustment expenses (ULAE) are expenses incurred during the processing of claims that cannot be
attributed to a specific claim. The ULAE are computed by the Company with the assistance of independent
professional actuaries. The sources of ULAE are salaries of in-house examiners, information technology and/or
communication expenses.
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