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To the Shareholders and Management of Insurance Company Dukagjni Sh.a

Qualified Opinion

We have audited the financial statements of Insurance Company Dukagjini Sh.a (“the Company"), which comprise
the statement of financial position as at 31 December 2019 and the statement of profit and loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion section of
our report, the accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at 31 December 2019, and of its financial performance and its cash flows for the year then ended in
accordance with the International Financial Reporting Standards.

Basis for Qualified Opinion

i. Asdisclosedin Note 13 to the financial statements, the balance of Company's Receivables for claims inregress
as at 31 December 2019 and 31 December 2018 amounts to EUR 347 thousand and EUR 370 thousand,
respectively. The recognition of these assets is based on lawsuits initiated by the Company toward other
individuals and companies for claims paid by the Company and which are considered to be recoverable by the
Company. Based on the information and evidence received by the Company we were unable to determine if the
collection of thesereceivablesis virtually certain and in control of the Company, hence we were unable to satisfy
ourselves, with the validity and recoverability of these assets as at 31December 2012 and 2018.

We conducted our audit in accordance with International Standards on Auditing (ISAs), Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants' Code of Ethics for Professional Accountants (IESEA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in the Republic of Kosovo, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that in our professional judgment were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon and we do not provide a separate opinion on these
matters. In addition to the matter described in the Basis for Qualified Opinion section, we have determined the
matters described below to be the key audit matters to be communicated in our report.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX| CONSULTING

RSM Kesove Shpkls amember of the RSMnetwork and trades as RSM, RSMis the trading name used by the member s of the RSM network. Eachimember of the RSM network bs on independent
accounting and consulting firmwhich practices in its own right. The: RSM network is not itself a soparate legal entity in any jurisdiction.
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Gross claimreserves

As disclosed in Note 16 to the accompanying financial statements the Company’s Gross Claim Reserves as
at 31December 2019 amounted to EUR 4,853 thousand (31December 2018; EUR 4,542 thousand). Losses
and Loss Adjustment Expenses resulting from the change in insurance liabilities for Insurance liabilities for

losses and loss adjustment expenses amount to EUR 2,886 thousand.

Reference to the financial statements: Note 4.4 Insurance Risk and 16 Gross Claim Reserves.

Key Audit Matter

How the matter was addressed in our audit

The company gross claim reserves are composed
from: Reported but not settled claim (RBNS),
Incurred but not reported claims (IBNR) and claim
handling cost.

The determination of the claim reserves requires
the management of Company to make
assumptions in the valuation thereof, which is
determined with reference to an estimation of the
ultimate cost of settling all claims reported and
incurred but not yet

reported at the Statement of Financial Position
date. The company make use of an actuarial

specialists for the estimation of the claim reserves,

The calculation of claim reservesis based on the
following factors:

e Previous experience in claims patterns.

e (Claims settlement patterns

Trends in claims freguency.

Changes in the claims processing cycle; and
Variations in the nature and average cost per
claim.

Certain of the above-mentioned factors require
judgement and assumptions to be made by the
management and therefore we identified the
valuation of the claim reserves as a key audit
matter.

We involved actuarial specialists to assist usin
performing our audit procedures. Our audit focused
on the models considered material and more
complex and/or requiring significant judgement in
setting of assumptions. Our audit response included
the following:

e Tested the design, implementation and
operating effectiveness of key controls related
to the process of establishing and adjusting
outstanding claims provisions.

e Evaluated the methodology used by the
Company for valuation of claim provisions
against regulatory and financial reporting
requirements.

e Wereviewed the methodology and assumptions
used by the Company to establishits IENR
losses and performed recalculation of
Company's IBNR losses for a sample of the maost
significant lines of business.

« We performed additional testing procedures on
a sample for reported but not settled losses
{RBNS) to assess their adequacy.

e Wealsc tested, on a sample basis, whether the
input datain the model for recalculation of
estimates is accurate and complete.

e We assessed the adequacy of the disclosures
included in notes 4.4 Insurance Risk and 16 Gross
Claim Reserves of the financial statementsin
accordance with International Financial
Reporting Standards and regulatory
requirement.
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Other Information

Management is responsible for the other information. The other information comprises supplementary schedules
thatinclude the "Solvency Margin”, “Capital calculation” and “Adequacy of investments of assets covering technical
reserves",

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon. In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained prior to the date of this auditor's report,
we conclude that there is a material misstatement of this other information, we are required to report that fact. As
described in the basis for qualified opinion secticn above, we were unable to obtain sufficient and appropriate audit
evidence about the carrying amount of Receivables for claims in regress as at 31 December 2019 and 2018.
Accordingly, we are unable to conclude whether the other information is materially misstated with respect to this
matter. Furthermore, we draw attention to the supplementary schedules table 2 “Capital Calculation” which is not
calculated in accordance with the article 4, 5 and 6 of the regulation on “calculation of the minimum solvency
margins, capital adequacy and guarantee fund for non-life insurers”.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so. Those charged with governance are responsible for overseeing the Company's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our Objectives are to obtain reasonable assurance about whether the financial statements as a whole are freefrom
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assuranceis a highlevel of assurance, butis not a guarantee that an audit conducted in accordance with
ISAs will always detect amaterial misstatement when it exists. Misstatements can arise from fraud or error andare
considered material if, individually or in the aggregate, they could reasonably be expected toinfluence the economic
decisions of users taken on the basis of these financial statements.

Aspart of anauditin accordance withISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company'sinternal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
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¢ (Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report.

Report on Other Legal and Regulatory Reguirements as required by administrative instruction no 02/2019

The Shareholders meeting of Dukagjini Sh.a has appoeinted us on 19 July 2018 as auditors of the Company for the
year ended 31December 2019. This is our second consecutive year as auditors of the Company.

We confirm that:

e QOur audit opinion on the financial statements expressed herein is consistent with the additional report to the
board of directors of the Company.

e Wehavenot provided prohibited non-audit services referred toin Article 5(1) of the administrative instruction
no 02/2019 and that we have remained independent of the Company in conducting the audit.

RSM Kosovo Shpk. N /| 1

;/(_A./\
RSM Kosovo Sh.p.k strit Kelmendi
Prishtina, Republic of Kosovo Engagement Partner
20 May 2020
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INSURANCE COMPANY DUKAGIJINISH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2019

Notes 2019 2018
EUR ‘000 EUR ‘000

ASSETS
Cash and cash equivalents 7 81 73
Term deposits 8 5,000 3,755
Investments in treasury bonds 9 3,305 3,328
Insurance receivables 10 528 323
Deferred acquisition costs 11 796 208
Reinsurance share of insurance liability 14 120 4
Property and equipment 12 2,148 1,906
Other Assets 13 740 683
TOTAL ASSETS 12,718 10,980
EQUITY AND LIABILITIES
EQUITY
Shareholders capital 15 6,125 5,990
Accumulated losses (2,678) (2,875)
TOTAL EQUITY 3,447 3,115
LIABILITIES
Gross Claim Reserves 16 4,853 4,542
Gross Premium Reserves A7 2,950 2,843
Insurance and Other Liabilities 18 1,325 480
Lease Liabilities 19 143 -
TOTAL LIABILITIES 9,271 7,865
TOTAL EQUITY AND LIABILITIES 12,718 10,980

These financial statements have been approved by the Management of the Company on 15 May 2020 and

signed on its behalf by:
i ﬁx‘ I/
Mr.

M. Korab Lluka . Bﬁ Nikaj
General Director Finan Director

Page | 5
The accompanying notes from 1 to 27 form an integral part of these financial statements



INSURANCE COMPANY DUKAGIJINISH.A

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

STATEMENT OF PROFIT AND LOSS AND OTHER

COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

Notes 2019 2018
EUR '000 EUR '000
Gross premiums written 20 6,956 6,038
Less: Premium tax (265) (302)
Less: Re-insurers' share of gross written premium (169) (159)
NET WRITTEN PREMIUMS 6,522 5,577
Change in the Gross Provision for Unearned Premiums 17 (107) (685)
Change in Reinsurer Share of Provision for Unearned
Premiums - (58)
NET EARNED PREMIUMS 6,415 4,834
Financial income 21 167 157
Other income 22 23 265
TOTAL REVENUES 6,605 5,256
Losses and loss adjustment expenses 16 (2,886) (2,609)
Contribution to KIB for administrative expenses (209) (172)
Change in Deferred acquisition Cost 11 (112) 311
Depreciation and amortization expenses 12 (141) (93)
Other operating and administrative expenses 23 (3,060) (3,076)
TOTAL EXPENSES (6,408) {5,639)
_(LOSS)/ PROFIT FOR THE YEAR 197 (383)
Other comprehensive income for the year:
Other comprehensive income - -
TOTAL COMPREHENSIVE (LOSS)/PROFIT FOR THE
YEAR 197 (383)
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INSURANCE COMPANY DUKAGIJINI SH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Shareholdt_ars Accumulated Total
capital losses
i ; EUR
EUR '000 EUR ‘000 1000
AT 01 JANUARY 2019 5,990 (2,875) 3,115
Adjustment from the adoption of IFRS 16 B = -
Adjusted balance at 1 January 2019 5,990 (2,875) 3,115
Transactions with owners
Capital contribution (Note 15) 135 - 135
Total transactions with owners 135 135
Profit for the year - 197 197
Other comprehensive income = = =
TOTAL COMPREHENSIVE INCOME - 197 197
AT 31 DECEMBER 2019 6,125 (2,678) 3,447
AT 01 JANUARY 2018 5,780 (2,492) 3,288
Transactions with owners
Capital contribution (Note 15) 210 - 210
Total transactions with owners 210 210
Loss for the year - (383) (383)
Other comprehensive income - - -
TOTAL COMPREHENSIVE LOSS - (383) (383)
AT 31 DECEMBER 2018 5,990 (2,875) 3,115

Page | 7
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INSURANCE COMPANY DUKAGIINISH.A

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018
Notes EUR’000 EUR'000
OPERATING ACTIVITIES
Profit (Loss) for the year 197 (383)
Adjusted for non-cash items:
Depreciation and amortization 12 141 a3
Interest income 21 (197) (180)
Interest expense 21 30 23
Premium Tax expense 265 302
Write offs and Impairment of receivables, net 48 37
Loss / (gains) from disposal of property, plant and 17 3
equipment
501 (108)
Changes in operating assets:
Gross claim reserves 311 230
Unearned premiums 107 685
Reinsurance assets (1186) 83
Deferred acquisition costs 112 (311)
Insurance premiums receivables (205) (156)
Other assets (57) (149)
Insurance and Other Liabilities 836 (91)
Premium tax paid (265) (302)
Interest paid (30) (24)
Net cash generated(used) from operating activities 1,194 (143)
INVESTING ACTIVITIES
Purchase of fixed assets 12 (219) (178)
Term deposits 8 (1,245) 20
Investment in treasury bonds (23) (21)
Interest received 209 139
Net cash generated used in investing activities (1,278) {40)
FINANCING ACTIVITIES
Capital paid 185 210
Lease liability (43) -
Net cash generated in financing activities 92 210
NET CHANGE IN CASH AND CASH EQUIVALENTS 8 27
Cash and cash equivalents at the beginning 73 46
CASH AND CASH EQUIVALENTS AT END 7 81 73
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INSURANCE COMPANY DUKAGIJINI SH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

FOR THE YEAR ENDED 31DECEMBER 2019
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INSURANCE COMPANY DUKAGJINI SH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

NOTES {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

NOTES
FOR THE YEAR ENDED 31 DECEMBER 2019

1 GENERAL

IC Dukagijini Sh.a (the “Company”) was established on 26 April 2005, and operaies under a license issued by the
Central Bank of the Republic of Kosovo (the "CBK") to conduct the business of general insurance in the territory of
Kosovo. The company is registered with business registration number 70260436 on 26 April 2005,

The main business activity of the Company is insurance of Motor Vehicle Third Party Liability. The Company
performs its business in compliance with laws and regulations of Republic of Kosovo.

The Company also issued policies under the following classes of insurance business, being:

Property insurance;

Construction All Risk (CAR);

Travel health insurance;

Personal accidents;

Comprehensive Motor Vehicle insurance

The company was previously named Croatia Sigurimi owned from “Croatia Osiguranje”.

On April 29, 2016, the company submitted to the Central Bank of Republic of Kosavo the request for sales of Croatia
osiguranje shares to Ekrem Liuka and Agim Lluka. On May 19, 2018, the Central Bank of Republic of Kosovo based
on article 35 of law No. 05/L-045 on insurances, approved the change of owners of Croatia Sigurimi.

The address of the Company's head office is Str. Demokracia, Nr.20, 10000, Prishtina, Kosovo. As at 31 December
2018 the Company has total of 123 staff, agents, and senior management (31 December 2018: 120).

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless othenwise stated.

2.1 BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE WITH IFRS

These financial statements have been prepared on a going concemn basis and in accordance with International
Financial Reporting Standards (“IFRS”), being Standards and Interpretations issued by the International Accounting
Standards Board (IASB"), in force at 31 December 2019.

The financial statements have been prepared on an historical cost basis, except for available-for-sale financial
assets which are measured at fair value and held-to-maturity financial assets, which are measured at amortized
cost. The financial statements are presented in euros (€) rounded to the nearest thousand (€000), unless otherwise
indicated.

The Company presents its statement of financial position broadly in order of liquidity. An analysis regarding recovery
or settlement within twelve months after the reporting date (no more than 12 months) and more than 12 months
after the reporting date (more than 12 months) is presented in the respective note.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. it also requires management to exercise its judgment in the process of applying the Company’s
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and esfimates are significant to the financial statements are disclosed in Note 3: Significant judgement and key
sources of estimation uncertainty.
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INSURANCE COMPANY DUKAGJINI SH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

NOTES (CONTINUED)
FOR THE YEAR ENDED 31DECEMBER 2019
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE (CONTINUED)

The financial statements are prepared as of and for the years ended 31 December 2019 and 2018. Current and
comparative data stated in these financial statements are expressed in thousands of Euro, unless otherwise stated.
Where necessary, comparative figures have been reclassified to conform to changes in presentation for the year.

2ok Application of new IFRS requirements

The company has applied the following standards and amendments for the first time for their annual reporting period
commencing 1 January 2019.

IFRS 16 Leases

The standard replaces IAS 17 'Leases' and for lessees eliminates the classifications of operating leases and finance
leases. Except for short-term leases and leases of low-value assets, right-of-use assets and corresponding lease
liabilities are recognized in the statement of financial position. Straight-line operating lease expense recognition is
replaced with a depreciation charge for the right-of-use assets (included in operating costs) and an interest expense
on the recognized lease liabilities (included in finance costs). In the earlier periods of the lease, the expenses
associated with the lease under IFRS 16 will be higher when compared to lease expenses under IAS 17. However,
EBITDA (Earnings Before Interest, Tax, Depreciation and Amortization) results improve as the operating expense
is now replaced by interest expense and depreciation in profit or loss. For classification within the statement of cash
flows, the interest portion is disclosed in operating activities and the principal portion of the lease payments are
separately disclosed in financing activities. For lessor accounting, the standard does not substantially change how
a lessor accounts for leases. The new Standard has been applied using the modified retrospective approach, with
the cumulative effect of adopting IFRS 16 being recognised in equity as an adjustment to the opening balance of
retained earnings for the current period. Prior periods have not been restated. The amount recognized in respect of

2o New IFRS requirements in issue but not yet effective or adopted by the company

Accounting Standards that have recently been issued or amended but are not yet mandatory, have not been early
adopted by the fund for the reporting period ended 31 December 2019. The company has not yet assessed the
impact of these new or amended Accounting Standards and Interpretations.

2.4 FUNCTIONAL AND PRESENTATION CURRENCY

ltems included in the financial statements are measured using the currency of the primary economic environment
in which the Company operates (“the functional currency”). These financial statements are presented in Euro,
which is the Company’s functional and presentation currency.

2.5 PROPERTY AND EQUIPMENT

Recognition and measurement

The property and equipment are carried at historical cost less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes expenditure that is directly attributable to the acquisition of the
items. Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within ‘Other (expenses)/income’ in the profit or loss.

Subsequent costs

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and the
cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the profit or loss during the financial period in which they are incurred.

Depreciation
Depreciation of property, plant and equipment is calculated using the straight line basis to allocate their cost to their
residual values over their estimated useful lives, as follows:
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INSURANCE COMPANY DUKAGIINISH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

NOTES (CONTINUED)
FOR THE YEAR ENDED 31DECEMBER 2019

Depreciation
rate per annum

Leasehold Improvements 5%
Computers and related equipment 20%
Furniture, fixtures and other equipment 20%
Vehicles 20%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of
financial position date.

2.6 LEASED ASSETS

A right-of-use asset is recognized at the commencement date of a lease. The right-of-use asset is measured at
cost, which comprises the initial amount of the lease liability, adjusied for, as applicable, any lease payments made
at or before the commencement date net of any lease incentives received, any initial direct costs incurred, and,
except where included in the cost of inventories, an estimate of costs expected to be incurred for dismantling and
remaoving the underlying asset, and restoring the site or asset.

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated
useful life of the asset, whichever is the shorter. Where the consolidated entity expects to obtain ownership of the
leased asset a1 the end of the lease term, the depreciation is over its estimated useful life. Right-of use assets are
subject to impairment or adjusted for any remeasurement of lease liabilities.

The Company has elected not to recognize a right-of-use asset and corresponding lease liability for short-term
leases with terms of 12 months or less and leases of low-value assets. Lease payments on these assets are
expensed to profit or loss as incurred.

2.7 IMPAIRMENT OF NON- FINANCIAL ASSETS

Impairment of property, plant and equipment and ¢f intangible assets with finite useful lives

The carrying amounts of such assets are reviewed at each reporting date for indications of impairment and where
an asset is impaired, it is written down as an expense through the statement of profit or loss to its estimated
recoverable amount. Recoverable amount is the higher of value in use and the fair value less costs of disposal of
the individual asset or the cash-generating unit. 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. If this is the case, recoverable amount is determined for the cash-generating unit to which the asset
belongs.

Value in use is the present value of the estimated future cash flows of the asset/ unit. Present values are computed
using pre-tax discount rates that reflect the time value of money and the risks specific fo the asset / unit whose
impairment is being measured.

Impairment losses for cash-generating units are allocated first against the goodwill of the unit and then pro rata
amongst the other assets of the unit. Subsequent increases in the recoverable amount caused by changes in
estimates are credited to profit or loss to the extent that they reverse the impairment.
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INSURANCE COMPANY DUKAGIINISH.A
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31DECEMBER 2019

NOTES {CONTINUED)
FOR THE YEAR ENDED 31DECEMBER 2019

2.8 LEASE LIABILITY

A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the
present value of the lease payments to be made over the term of the iease, discounted using the interest rate implicit
in the lease or, if that rate cannot be readily determined, the consolidated entity’s incremental borrowing rate. Lease
payments comprise of fixed payments less any lease incentives receivable, variable lease payments that depend
on an index or a rate, amounts expected to be paid under residual value guarantees, exercise price of a purchase
option when the exercise of the option is reasonably certain to occur, and any anticipated termination penatties. The
variable lease payments that do not depend on an index or a rate are expensed in the period in which they are
incurred.

Lease liabilities are measured at amortised cost using the effective interest method. The camrying amounts are
remeasured if there is a change in the following: future lease payments arising from a change in an index or a rate
used, residual guarantee; lease term; certainty of a purchase option and termination penalties. When a lease liability
is remeasured, an adjustment is made to the corresponding right-of use asset, or to profit or loss if the canying
amount of the right-of-use asset is fully written down.

Leases in which z significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. Payments made under operating leases are charged to the profit or loss on a straight-iine basis
over the period of the lease

2.9 FINANCIAL INSTRUMENTS

tnitial recognition and measurement

The Company recognises a financial asset or a financial liability in the statement of financial position when, and
only when, it becomes a party to the contractual provisions of the instrument. On initial recognition, the Company
recognises all financial assets and financial liabilities at fair value. The fair value of a financial asset [/ liahility on
initial recognition is normally represented by the transaction price. The transaction price for financial assets /
liabilities other than those classified at fair value through profit or loss includes the transaction costs that are directly
attributable to the acquisition / issue of the financial instrument, Transaction costs incurred on acquisition of a
financial asset and issue of a financial liability classified at fair value through profit or loss are expensed immediately.

The Company recognises financial assets using settlement date accounting, thus an asset is recognised on the day
it is received by the Company and derecognised on the day that it is delivered by the Company.

Subsequent measurement of financial assets
Subsequent measurement of financial assets depends on their classification on initial recognition. The Company
classifies financial assets in one of the following two categories.

{a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market other than those that the Company intends to sell in the short term or that it has designated as
at fair value through profit or loss or available for sale. Loans and receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method, less provision for impairment.
Insurance receivables, other assets and cash and cash equivalent are classified in this category and are reviewed
for impairment as part of the impairment review of loans and receivables.

{b) Held-to-maturity financial assets

Held-to-maturity financial assels are non-derivative financial assets with fixed or determinable payments and fixed
maturities other than those that meet the definition of loans and receivables that the Company’s management has
the positive intention and ability to hold to maturity. These assets are recognized initially at fair value and
subsequently measured at amortized cost using the effective interest method, less provision for impairment. A
provision for impaiment of debt securities held to maturity is established when there is objective evidence that the
Company will not be able to collect all amounts due according to their original terms. The Company has classified
in this category investment in treasury bonds and term deposits.
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Impairment of financial assets

At the end of each reporting period, the Company assesses whether its financial assets are impaired, based on
objective evidence that, as a result of one or more events that occurred after the initial recognition, the estimated
future cash flows of the (Company of) financial asset(s) have been affected. Objective evidence of impairment could
include significant financial difficulty of the counterparty, breach of contract, probability that the borrower will enter
bankruptey, disappearance of an active market for that financial asset because of financial difficulties, etc.

In addition, for insurance receivables that are assessed not to be impaired individually, the Company assesses
them collectively for impairment, based on the Company's past experience of collecting payments, an increase in
the delayed payments in the portfolio, observable changes in economic conditions that correlate with default on
receivables, etc.

Only for insurance receivables, the carrying amount is reduced through the use of an allowance account and
subsequent recoveries of amounts previously written off are credited against the zllowance account. Changes in
the carrying amount of the allowance account are recognised in profit or loss.

For all other financial assets, the carrying amount is directly reduced by the impairment loss

For financial assets measured at amortised cost, if the amount of the impairment loss decreases in a subsequent
period and the decrease can be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment ioss is reversed (either directly, or by adjusting the allowance account for trade
receivables) through profit or loss. However, the reversal must not result in a carrying amount that exceeds what
the amortised cost of the financial asset would have been had the impairment not been recognised at the date the
impairment is reversed.

Derecognition

Irrespective of the legal form of the transactions, financial assets are derecognised when they pass the "substance
over form” based derecognition test prescribed by IAS 39. That test comprises two different types of evaluations
which are applied strictly in sequence:

. Evaluation of the transfer of risks and rewards of ownership

. Evaluation of the transfer of control

Whether the assets are recognised / derecognised in full or recognised to the extent of the Company's continuing
involvement depends on accurate analysis which is performed on a specific transaction basis.

Subsequent measurement of financial liabilities
Subsequent measurement of financial liabilities depends on how they have been categorised on initial recognition.
The Company classifies financial liabitities in other financial liabilities.

Other financial liabilities All liabilities which have not been ciassified in the previous category fall into this residual
category. These liabilities are carried at amaortised cost using the effective interest method.

Typically, trade and other payables are classified in this category. ltems classified within trade and other payables
are not usually remeasured, as the obligation is known with a high degree of certainty and settlement is short-term.

Derecognition of financiat liabilities

A financial liability is removed from the Company's statement of financial position only when the liability is
discharged, cancelled or expired (ie extinguished). The difference between the carrying amount of the financial
liability derecognised and the consideration paid is recognised in profit or loss.

2.10 PRODUCT CLASSIFICATION

Insurance contracts are those contracts where the Company (the insurer) has accepted significant insurance risk
from anocther party (the policyholders) by agreeing to compensate the policyholders if a specified uncertain future
event (the insured event) adversely affects the policyholders. As a general guideline, the Company determines
whether it has significant insurance risk, by comparing benefits paid with benefits payable if the insured event did
not occur. Insurance contracts can also fransfer financial risk.

Investment contracts are those contracts that transfer significant financial risk. Financial risk is the risk of a possible
future change in one or more of a specified interest rate, financial instrument price, commadity price, foreign
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exchange rate, index of price or rates, credit rating or credit index or other variable, provided in the case of a non-
financial variable that the variable is not specific ta a party to the contract. Insurance contracts can also transfer
financial risk.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of
its lifetime, even if the insurance risk reduces significantly during this period, unless ali rights and obligations are
extinguished or expire.

2.11 INSURANCE CONTRACTS (LIABILITIES)
Recognition and measurement

General insurance contracts

Insurance liabilities are calculated separately for all insurance products and are composed of premium contingency
(unearned), risk contingency (unexpired) and loss contingency (not paid as at the closing date of the financial year).
Insurance liabilities (provisions) represent estimates of future payments for reported and unreported claims. The
Company does not discount its insurance liabilities. Any changes in estimates are reflected in results of operations
in the period in which estimates are changed. Insurance liabilities estimation is a complex process dealing with
uncertainty, requiring the use of informed estimates and judgments.

Gross premiums written are recorded on the accrual basis according to insurance contracts and policies issued
during the year and are credited to earning on a pro-rata basis over the term of the related policy coverage. Gross
written premiums reflect business written during the year, and exclude any taxes or duties based on premiums.
Premiums are earned from the date of attachment of risk, over the indemnity period, based on the pattern of the
risks underwritten.

Unearned premiums

The provision for unearned premium comprises the proportion of gross premiums written which is estimated to be
earned in the following or subsequent financial years, computed separately for each insurance contract using the
daily pre rata method, adjusted if necessary to reflect any variation in the incidence of risk during the period covered
by the contract.

Insurance contracts liabilities

Non-life insurance contract liabilities are recognised when contracts are entered into and premiums are charged.
These liabilities are known as the outstanding claims provision, which are based on the estimated ultimate cost of
all claims incurred but not settled at the Statement of financial position date, whether reported or not. The liability is
derecognised when the contract expires, is discharged or is cancelled.

The reserve for unearned premiums includes premiums received for risks that have not yet expired. Generally the
reserve is released over the term of the contract and is recognised as premium income.

At each reporting date, a liability adequacy test is performed. Changes in expected claims that have occurred, but
which have not been settled, are refliected by adjusting the provision for outstanding claims. The provision for
unexpired risk is increased to the extent that future claims in respect of current insurance contracts exceed future
premiums plus the current uneamed premium provision.

Claims arising from general insurance business (loss adjustments)
Claims incurred in respect of general business consist of claims paid to policyholders during the financial year
together with the changes in the valuation of the lizbilities for outstanding claims.

Claims outstanding comprise provisions for the Company's estimate of the ultimate cost of setftling all claims
incurred but unpaid at the reporting date whether reported or not, and related internal and external claims handling
expenses and a prudential margin.

Whilst the Board of Directors considers that the insurance lizbilities for claims and the related reinsurance recoveries
are fairly stated, the ultimate liability may differ as a result of subsequent information and events and may result in
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Claims handling costs

Claim handling costs consist of internal and extemnal expenses in relation to valuation, handiing and assessment of
claims by the Company’s personnel as well as external expenses like legal fees and other expenses. Management
has estimated claim-handling cost equal to 2.5% {2018: 2.5%) of total RBNS reserve excluding Border Claims and
Coempensation fund handling costs which are determined by the Kosovo Insurance Burea

2.12 REVENUE RECOGNITION

Premium Income

General business written premiums comprise the premiums on contracts incepting in the financial year, irrespective
of whether they relate in whole or in part to a later accounting period. Written premiums are disclosed gross of
commission payable to intermediaries and exclude taxes based on premiums. The earned portion of premiums
received is recognized as revenue. Premiums are earned from the date of attachment of risk, over the indemnity
period, based on the pattern of risks underwritten.

The provision for unearned premiums comprises the proportion of gross premiums written which is estimated to be
earned in the following financial year, using the daily pro - rata basis 1/365, adjusted if necessary to reflect any
variation in the incidence of risk during the period covered by the contract. However the all the products in force by
the Company have linear risk and no adjustments for variation of risks have been currently made.

Fees and commission income

Insurance contract policyholders are charged for policy administration services and other contract fees. These fees
and charges are recognized as revenue over the period in which the related services are performed.

Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of
the financial asset to that asset's

2.13 BENEFIT CLAIMS AND EXPENSES RECOGNITION
Benefits and claims

Gross benefits and claims consists of benefits and claims paid to policyholders, as well as changes in the gross
valuation of insurance and investment contract liabilities, except for gross changes in the unearned premium
provision which are recorded in premium income. It further includes internal and external claims handling cost that
are directly related to the processing and settfement of claims. Insurance claims are recorded on the basis of
notifications received.

2.14 CASH AND CASH EQUIVALENTS
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less.

2.15 TERM DEPOSITS

Tern deposits are stated in the statement of financial position at the amount of principal outstanding and are
classified according to their maturities. Term deposits with maturities less than three months are classified as cash
equivalents, those with maturities over three months are classified as investments in term deposits. Interest is
calculated on an accrual basis.

2.16 SHARE CAPITAL

Share capital represents the nominal value of shares that have been issued. Shares are clagsified as equity when
there is no obligation to transfer cash or other assets,

Accumulated losses

Accumulated losses include all current and prior period losses.
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2.17 TAXATION

Premium taxes due are calculated in accordance with legislation in the Republic of Kosovo. Insurance companies
pay atax of 5% on gross premiums. Premiums returned and retrospective premium adjustments are deducted from
gross premiums to arrive at the tax base. Tax on gross premiums written is presented separately as a deduction
from gross premiums written.

Premium tax constitutes a part of acquisition costs and is deferred in a way consistent with the method of
computation of the uneamed premiums provision. Insurance companies are not liable to pay corporate income tax
on profit in Kosovo. The liability for premium tax ceased to be effective from 5 August 2019.

Corporate incorme tax

Effective from 5 August 2019 in accordance with Law no. 08/L-105 "On Corporate Income Tax'., insurance
companies are required to pay a corporate income tax at 10 % at their taxable profits. The tax rate on taxable
corporate income is fixed at 10%,

Current tax is calculated on the basis of the expected taxable profit for the period starting from the effective date of
the legislation up to 31 December 2019. Taxable profit differs from accounting profit either because some income
and expenses are never taxable or deductible, or because the time pattern that they are taxable or dedugtible differs
between tax law and their accounting freatment.

The tax expense for the period comprises current and deferred tax if any. Tax is recognized in profit or loss, except
if it arises from transactions or events that are recognized in other comprehensive income or directly in equity, In
this case, the tax is recognized in other comprehensive income or directly in equity, respectively. Where tax arises
from the initial accounting for a business combination, it is included in the accounting for the business combination.
Taxes other than income taxes are recorded within operating expenses.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the separate
financial statements and the corresponding tax base used in the computation of taxable profit and are accounted
for using the balance sheet ligbility method. Deferred tax liabilities are generally recognized for all taxable temporary
differences and deferred tax assets are recognized to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each date of the statement of financial position and

reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settied or the
asset realized. Deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited direclly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when they refate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on a net basis.

The Company has not recognized any deferred tax assets or liability as at 31 December 2019

Interest income received by the Company is also fiable to withholding tax at the rate of 10% (2018: 10%).
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2.18 EMPLOYEE BENEFITS

Retirement benefits cost

The Company makes no provision and has no obligation for employee pensions over and above the contributions
paid into the state pension plan, Kosovo Pension Saving Trust (KPST).

2.19 PROVISIONS

A provision is recognised when the Company has a present obligation as a result of a past event and it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation. Provisions are reviewed at each statement of financial
position date and adjusted to reflect the current best estimate. Where the effect of the time value of money is
material, the amount of provision is the present value of the expenditures expected to be required to seftle the
obligation. Provisions are not recognised for future operating losses.

2.20 EXPENSES RECOGNITION
Finance cost

Interest paid is recognised in the profit or loss as it accrues and is calculated by using the effective interest rate
method. Accrued interest is included within the carrying value of the interest bearing financial liability.

2.21  COMMITMENTS AND CONTINGENCIES

Contingent liabilities are not recognized in the financial statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote. A contingent asset is not recognized in the financial
staternents but disclosed when an inflow of economic benefits is probable.

The amount of a contingent loss is recognized as a provision if it is probable that future events will confirm that, a
iability incurred as at the statement of financial position date and a reasanable estirmate of the amount of the
resulting loss can be made.

2.22 RELATED PARTY TRANSACTIONS

Related parties consist of shareholder and directors of the Company, together with entities which they control, who
can exert significant influence over the operations and management of the Company. In considering each possible
related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.

2.23 EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period that provide additional information about the Company's position at the Statement
of financial position date (adjusting events) are reflected in the financial statements. Events after the reparting period
that are not adjusting events are disclosed in the notes when material.
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3 SIGNIFICANT JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable and
relevant under the circumstances. Actual results may differ from those estimated. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period
in which the estimate is revised if the revision affects only that period or in the period of revision and future
periods if the revision affects both current and future periods.

Valuation of insurance contract liabilities

For non-life insurance contracts, estimates have to be made both for the expected ultimate cost of claims
reported at the Statement of financial position date and for the expacted ultimate cost of claims incurred but
not yet reported at the Statement of financial position date {IBNR). The ultimate cost of outstanding claims is
estimated by using a range of standard actuarial claims projection technigues.

The main assumption underlying these techniques is that a company’s past claims development experience
can be used to project future claims development and hence ultimate claims costs. As such, these methods
extrapolate the development of paid and incurred losses, average costs per claim and claim numbers based
on the observed development of earlier years and expected loss ratios. Historical claims development is mainly
analysed by accident years, but can also be further analysed by geographical area, as well as by significant
business lines and claim types. Additional qualitative judgment is used to assess the extent to which past trends
may not apply in future, 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.

Impairment losses on receivables

The Company reviews its insurance and non insurance receivables o assess impairment on at laast an annual
basis. In determining whether an impairment ioss should be recorded in the profit or loss, the Company makes
judgments as to whether there is any observable data indicating that there is a measurable decrease in the
estimated future cash flows from an individual debtor. This evidence may include observable data indicating
that there has been an adverse change in the payment status of the debtor,
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4 INSURANCE AND FINANCIAL RISK

4.1 Governance framework

The primary objective of the Company’s risk and financial management framework is to protect the Company’s
shareholders from events that hinder the sustainable achievement of financial performance objectives,
including failing to exploit opportunities. Key management recognises the critical importance of having efficient
and effective risk management systems in place.

The board of directors approves the Company risk management policies and meets regularly to approve any
commercial, regulatory and organizational requirements of such policies. These policies define the Company's
identification of risk and its interpretation, limit structure to ensure the appropriate quality and diversification of
assets, align underwriting and reinsurance strategy to the corporate goals, and specify reporting requirements.

4.2 Regulatory framework

The operations of the Company are also subject to regulatory requirements within the jurisdictions where it
operates. Such regulations not only prescribe approval and monitoring of activities, but also impose certain
restrictive provisions (e.g. capital adequacy, solvency margin requirements) to minimise the risk of default and
insolvency on the part of the insurance companies to meet unforeseen liabilities as these arise.

4.3 Reinsurance strategy

The majority of insurance business ceded is placed on excess of loss with retention limits varying by product
line and territory. Amounts recoverable from reinsurers are estimated in a manner consistent with the
outstanding claims provision and are in accordance with the reinsurance contracts. Although the Company has
reinsurance arrangements, it is not relieved of its direct obligations to its policyholders and thus a credit
exposure exists with respect to ceded insurance, to the extent that any reinsurer is unable to meet its obligations
assumed under such reinsurance agreements. The Company's placement of reinsurance is diversified such
that it is not dependent on a single reinsurer.

4.4 Insurance risk

The principal risk the Company faces under insurance contracts is that the actual claims and benefit payments
or the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims,
actual benefits paid and subsequent development of long—term claims. Therefore, the objective of the Company
is to ensure that sufficient reserves are available to cover these liabilities

The risk exposure is mitigated by diversification across a large portfolio of insurance contracts and geographical
areas. The variability of risks is also improved by careful selection and implementation of underwriting strategy
guidelines, as well as the use of reinsurance arrangements.

The Company purchases reinsurance as part of its risks mitigation programme. Reinsurance ceded is placed
on both a proportional and non—proportional basis. The majority of proportional reinsurance is quota—share
reinsurance which is taken out to reduce the overall exposure of the Company to certain classes of business.
Non-proportional reinsurance is primarily excess—of-loss reinsurance designed to mitigate the Company’s net
exposure to catastrophe losses. Retention limits for the excess—of—loss reinsurance vary by product fine and
territory.

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding ¢laims
provision and are in accordance with the reinsurance contracts. Although the Company has reinsurance
arrangements, it is not relieved of its direct obligations to its policyholders and thus a credit exposure exists
with respect to ceded insurance, to the extent that any reinsurer is unable to meet its obligations assumed
under such reinsurance agreements. The Company principally issue following types of insurance contracts:
motor third party liability insurance, health insurance, property, insurance, professional indemnity insurance
and other insurance contracts. For motor third party liability insurance, the most significant risk are material
and not material damages caused due to accidents. For property insurance and healthcare insurance most
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significant risks are: natural disaster, fire, terrorist activities, epidemics, medical science and technology
improvements.
The purpose of these underwriting and reinsurance strategies is to limit exposure to catastrophes based on the

Company's risk appetite as decided by management. The maximum insurance retention retentions is 10% of
minimum required regulatory capital, respectively EUR 320 thousand

The table below sets out the concentration of non—life insurance contract liabilities by type of contract:

31 December 2019 Gross Liabilities ~ Reinsurance of liabilities Net Liabilities
EUR'000 EUR’000 EUR'000
Motor Third party liability 3,241 (120) 3,121
KIB 722 - 722
Compensation fund 635 - 635
Casco 42 - 42
Health insurance 38 - 38
All liability insurance - - -
Other Property Insurance 175 - 175
TOTAL 4,853 (120) 4,733
31 December 2018
Gross Liabilittes  Reinsurance of liabilities Net Liabilities
Motor Third party liability 3,005 - 3,005
KIB 676 - 676
Compensation fund 665 - 665
Casco 26 (4) 22
Health insurance 10 - 10
All liability insurance - - -
Other Property Insurance 160 - 160
TOTAL 4,542 (4) 4,538

4.5 Credit risk

The Company has no significant concentration of credit risk. The Company has policies that limit the amount
of credit exposure to any single counter party. The Company’s maximum exposure to credit risk is represented
by the carrying amount of each financial asset in the Statement of financial position.

2019 2018

EUR'000 EUR'000

Cash and cash equivalents 81 73
Term deposits 5,000 3,755
Investment in treasury bond 8,308 3,328
Insurance receivables 528 323
MAXIMUM EXPOSURES TO CREDIT RISK 8,914 7,479

Terms Deposits and Cash and cash equivalent. All term deposits and cash held in current account are
with Republic of Kosovo licensed banks. However, exposure to single bank should not exceed 30% of terms
deposits according to Company policy and CBK regulations.

Treasury bonds are debt securities issued from the Government of the Republic of Kosovo and traded in the
secondary market from the commercial banks in the Republic of Kosovo. The maturity of the bills varies from
30 September 2016 to 26 February 2021.
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Insurance receivable.

The Company actively manages
risk.

The age structure of insurance re

its product mix to ensure that there is no significant concentration of credit

ceivables as of 31 December 2019 and 2018 is as follows:

2019 2018

EUR'000 EUR’000

Up to 30 days 97 104
From 1 to 3 months 28 39
From 3 to 6 months 39 55
From 6 to 12 months 294 74
Over 1 year 954 957
1,482 1,229

Less: impairment provision (954) (2086)
528 323

2019 2018

EUR'000 EUR'000

Neither Past due nor impaired 97 104
Past due but no impaired 431 219
Impaired 954 906
Less: impairment provision (954) (906)
INSURANCE RECEIVABLES, NET 528 323

Movements in the provision for im
are as follows:

pairment of premium receivables that are assessed for impairment collectively

2019 2018

EUR'000 EUR'000

AT 01 JANUARY 906 899
Impairment charge for the year Note 22 48 98
Release for the year (Note 21) - (91)
At 31 December 954 906

4.6 Market Risk
The Company takes on exposu
currencies and (b) interest bearin

re to market risks. Market risks arise from open positions in (a) foreign
g assets and liabilities. Management sets limits on the value of risk that may

be accepted, which is monitored on a daily basis. However, the use of this approach does not prevent losses
outside of these limits in the event of more significant market movements.
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Interest Rate Risk

The Company's exposure to interest risk relates to deposits placed in local commercial banks. Deposits are
with the reputable banks. Outstanding claims and provision for unearned premiums are not directly sensitive to
market interest rates because are not discounted and non-interest bearing.

Up to six 6 months  OQOver Non-
monthe to one one mtere_ast Total
year Year bearing

31 December 2019

EUR'000 EUR000 EUR'000 EUR'000 EUR’000
Cash and cash equivalents 81 - - - 81
Term deposits - 2,930 2,070 - 5,000
Investment in treasury bond - - 3,305 - 3,305
Insurance receivables - - - 528 528
Other Assets - - - 740 740
Total 81 2,930 5,375 1,268 9,654
Liabilities for Losses and loss adjustment
expenses - - - 4,853 4,853
Insurance and other payables - 1,325 1,325
Lease Liability - 46 97 - 143
Total - 46 97 6,178 6,321

s 5 6 th Qver Non-

pRSh  noning one interest  Total
months  to one e bearing
year

31 December 2018

EUR'000 EUR'000 EUR000 EUR'000 EUR'000
Cash and cash equivalents 73 - - - 73
Term deposits - 1,995 1,760 - 3,755
Investment in treasury bond - - 3,328 - 3,328
Insurance receivables - - - 323 323
Other Assets - - - 683 683
Total 73 1,995 5,088 1,006 8,162
Liabilities for Losses and loss adjustment
expenses - - - 4.542 4,542
Insurance and other payables - - - 480 480
Total - - - 5,022 5,022
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Foreign currency risk

The Company is not exposed to foreign currency risk since all of its transactions are performed in local currency.

4.7 Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents, then, availability
of funds through adequate credit facilities and ability to collect timely, within the terms established the amounts

due from the deposits.

1-3 3-12 Over 1
31 December 2019 Up to 1 month i months year Total
EUR’000 EUR’000 EUR'000 EUR’000 EUR'000
ASSETS
Cash and cash equivalents 81 - - - 81
Term deposits - - 2,930 2,070 5,000
Investments in treasury bonds - - - 3,305 3,305
Insurance receivables 528 - - - 528
Other Assets - - - 740 740
TOTAL ASSETS 609 - 2,930 6,115 9,654
LIABILITIES .
Gross Claim Reserves (4,853) - - - (4,853)
Insurance and Other Liabilities (1,325) - - - (1,325)
Lease Liabilities - - (46) (97) (143)
TOTAL LIABILITIES (6,178) - (46) (97) (6,321)
MATURITY GAP (5,569) - 2,884 6,018 3,333
1-3 3-12 Over 1
31 December 2018 Up to 1 month months months year Total
EUR’000 EUR’'000 EUR'000 EUR’000 EUR’000
ASSETS
Cash and cash equivalents 73 - - - 73
Term deposits - 1,995 1,760 3,755
Investments in treasury bonds - 3,328 3,328
Insurance receivables 104 39 129 51 323
Other Assets 683 - - - 683
TOTAL ASSETS 860 39 2,124 5,139 8,162
LIABILITIES
Liabilities for Losses and loss
adjustment expenses (4.542) - B ) (4,542)
Insurance and other payables (480) - - - (480)
TOTAL LIABILITIES (5,022) 0 0 0 (5,022)
MATURITY GAP (4,162) 39 2,124 5,139 3,140
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6 RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES
1 January  Adoption of 31 December
2019 IFRg 16  Cashflows 2019
EUR'000 EUR'000 EUR'000 EUR'000
Lease Liabilities - 186 (43) 143
Total liabilities from financing activities - 186 (43) 143
7 CASH AND CASH EQUIVALENTS
2019 2018
EUR’'000 EUR'000
Current accounts with local bank 81 73
81 73
8 TERM DEPOSITS
2019 2018
EUR’000 EUR'000
Deposits with banks 4,680 3,459
Restricted cash with Central Bank of Kosovo (CBK) 320 296
5,000 3,755
Maturity of deposits
Due within one year 2,070 2,905
Due after one year 2,930 850
5,000 3,755

Term deposits are maintained with domestic financial institutions. These deposits as at 31 December 2019 are
fixed deposits and carry interest at the rate of 1% to 3.20% per annum (31 December 2018: 1.3% to 3.4% per

annum).
9 INVESTMENT IN TREASURY BONDS
2019 2018
EUR'000 EUR'000
Investment in treasury bands 3,305 3,328
3,305 3,328

Treasury bonds are debt securities issued from the Government of the Republic of Kosovo and traded in the
secondary market from the commercial banks in the Republic of Kosovo. The bonds mature on 26 February

2021 and have effective interest rate of 3.5% per annum.

10 INSURANCE RECEIVABLES

2019 2018
EUR'000 EUR’'000

Insurance receivables
Receivables for compulsory products 376 280
Receivables for voluntary products 503 350
Receivable from Kosovo Insurance Bureau 603 599
1,482 1,229
Less: Impairment provision (954) (9086)
Insurance receivables, net 528 323

Insurance receivable are amount due from customers for insurance premium for insurance contracts sold
during the ordinary course of business. Collection of amounts is expected in one year or less. For insurance

receivable aging and movement in impairment provision refer to note 4.5.
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11 DEFERRED ACQUISITION COSTS
The Company classifies the following expenses as deferred acquisition costs
2019 2018
EUR'000 EUR'000
Agents salary and related costs 643 525
Premium tax 5% 112 302
Provision to CBK 41 81
TOTAL DEFERRED ACQUISITION COST 796 908
12 PROPERTY AND EQUIPMENT
Equipment Investment Buildings
and Vehicles | Lasencid in Total
furniture P progress
COST EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR'000
At 01 JANUARY 2018 296 448 360 1,400 - 2,504
Additions for the year 35 90 - 53 - 178
Disposals (152) (67) (356) - - (575)
At 31 DECEMBER 2018 179 471 4 1,453 - 2,107
At 01 JANUARY 2019 179 471 4 1,453 - 2,107
Additions for the year 110 109 219
Disposals (92) - (14) - - (108)
Adjustment on transition to
IFRS 16 - - - - 187 187
At 31 December 2019 187 471 - 1,562 187 2,407
ACCUMULATED
DEPRECIATION
At 01 JANUARY 2018 (181) (136) (357) - - (684)
Depreciation for the year (35) (55) (2) - - (92)
Disposals 152 67 356 = - 575
At 31 DECEMBER 2018 (74) (124) (3) - - (201)
At 01 JANUARY 20198 (74) (124) (3) - - (201)
Depreciation for the year (51) (43) - - 47) (94)
Disposals 71 9 3 - - 83
At 31 DECEMBER 2019 (54) (158) 5 2 (47) (259)
NET CARRYING AMOUNT
At 31 DECEMBER 2018 105 347 1 1,453 - 1,906
At 31 DECEMBER 2019 134 312 - 1,562 140 2,148

Work in progress in the amount of EUR 1,562 thousand (2018: EUR 1,453 thousand) represents investments
for construction of Company's main office. The Investment was approved from the Central Bank of Kosovo.

Included in the net carrying amount of property, plant and equipment are right-of-use assets as follows:

2019

EUR'000

Buildings Offices — Right of Use 187
Accumulated Depreciation (47)
Total right-of-use assets 140
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13 OTHER ASSETS
2019 2018
EUR’000 EUR'000
Receivables for claims in regress 347 370
KIB Deposit 125 125
Interest receivables 62 63
Prepayment to Compensation Fund 201 59
Prepayment to suppliers 5 14
Advances to employees and other assets - 52
740 683

The receivables from other insurance individuals and companies are related to claims paid by KS Dukagjini.
However, since the parties causing the accidents were insured with third party liability motor vehicle insurance
in other insurance companies, KS Dukagjini expects to be compensated for these amounts. During the year
ended 31 December 2019 the Company has recovered EUR 23 thousand.

KIB Deposit- This amount presents the cash deposited (in form of Guarantee) by each insurance company in
Raiffeisen Bank Kosovo. The amount of EUR 1,500 thousand was divided between 12 insurance companies,
EUR 125 thousand each of them. The cash amount deposited is a result of the “Memorandum of Understanding”
between the Association of Serbian Insurers and the Kosovo Insurance Bureau as authorized entities
responsible for vehicle insurance issues in the jurisdiction of each Party with facilitation of the Council of Bureau
and on the Mutual Recognition of Motor Third Party Liability Insurance (MTPL) and arrangements for the

processing and payment of claims.

14 REINSURER SHARE OF INSURANCE LIABILITY
Change for the
2019 period 2018
EUR’000 EUR'000 EUR'000
Reinsurance share on insurance liability on claims reserves 120 116 4
120 116 4
REINSURANCE ASSETS 120 116 4

15 SHARE CAPITAL

The Company is registered with Kosovo Business Registration Agency under Business Reg. No. 70260436

dated 26 April 2005 as Joint Stock Company.
Ownership

The Company’s shareholders’ structure as of the statement of financial position date is as follows:

2019 2018

Amountin % of equity Amount in % of equity

EUR'000 interest EUR’'000 interest

Mr. Ekrem Lluka 3,062.5 50% 2,995 50%
Mr. Agim Lluka 3,062.5 50% 2,995 50%
6,125 100% 5,990 100%

Share capital is divided into 3,062.5 shares with nominal value of EUR 1,000 per share.

The Company’s share capital accounted for in the Company's accounts, amounts as at 31 December 2019 is
EUR 6,125 thousand (2018: EUR 5,990 thousand). Whereas in the business information obtained by the
Kosovo Business Registration Agency the share capital accounted is EUR 5,780 thousand.

The Company is in process of updating its Statute as well as its registration documentation with Kosovo

Business Registration Agency.
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Shareholders’ equity

Based on the law no 05/L -045 on insurances which has entered into force on January 2016 the Company’s
charter capital should not be less than EUR 3,200 thousand at any time. As at 31 December 2019 total
Company's equity presented in the statement of financial position amounts to EUR 3,449 thousand. (2018:

EUR 3,115 thousand).

16 GROSS CLAIM RESERVES
2019 2018
EUR'000 EUR'000
Reported but not settled (RBNS) 3,565 3,665
Claims incurred but not yet reported (IBNR) 1,158 773
Claims handling cost reserve 130 104
TOTAL GROSS CLAIM RESERVES AT 31 DECEMBER 4,853 4,542
Following table summarizes the movement in the claims provision account:
2019 2018
EUR'000 EUR’000
As at 1 January 4,542 4,312
Losses and loss adjustment expenses incurred 2,886 2,609
Losses and loss adjustment expenses paid (2,575) (2,371)
Reinsurance Recovery = (8)
GROSS CLAIM RESERVES AT 31 DECEMBER 4,853 4,542

Included in gross claim reserves are reserves for Border Insurance and Compensation fund in amount of EUR

1,358 thousand as at 31 December 2019 December 2018: EUR 1,341 thousand).

The Kosovo Insurance Bureau (“KIB”") administers the system to sell compulsory third party liability motor vehicle
insurance (“CTPL") at the border of the Territory of Kosovo (the “pool’) to drivers of foreign registered vehicles
not in possession of such insurance, on behalf of all insurance companies licensed in republic of Kosovo. KIB
remits to each insurance company monthly its share of the gross premiums received and their share of claim
and administrative expenses. In addition, each insurance company is required to contribute to KIB for the
Compensation Fund Kosovo (“CFK”). The role of CFK is to pay insurance claims related to accidents caused

by uninsured vehicles, unknown vehicles or other specified events.
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