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Insurance market of the Republic of Croatia in 2020

During 2020 the insurance market of the Republic of Croatia has recorded gross written premium
decrease of 0.5 percent (HRK 51m). On the market of the Republic of Croatia (including EU-based
companies operating in the Republic of Croatia directly or through its subsidiaries), the decrease in
premiums amounted to 2.6 percent or HRK 265m and primarily relates to life insurance while non-life
insurance premiums recorded growth. Premiums recorded in EU-based market, where operates eight
insurance companies including CROATIA osiguranje d.d., recorded growth of 49.3 percent or HRK
214m.

The total life insurance premium on the market of the Republic of Croatia in 2020 amounted to HRK
2.7 bn, which is 13.6 percent or HRK 425m less than in the previous year. Classic life products premium
decreased by HRK 291m compared to the previous year, while insurance premium where the
policyholder bears the investment risk has decreased (UL products) by HRK 134m.

The total non-life insurance premium on the market of the Republic of Croatia in 2020 amounted to
HRK 7.3 billion, which is an increase by 2.2 percent or HRK 160m compared to the previous year. Motor
vehicles insurance (liability insurance, casco insurance and automobile assistance) increased by 4
percent compared to the previous year, property insurance increased by 6 percent, while health
insurance increased by 5 percent. Transport insurance premium stopped a negative trend and
recorded 6 percent growth in 2020. Accident insurance records decrease by 3 percent, while loan
insurance recorded decrease of 27 percent compared to previous year.

CROATIA osiguranje d.d., Jagi¢eva 33, Zagreb (hereinafter: the Company), is still the leading company
in the Republic of Croatia with a total market share of 26.7 percent, which is 0.5 percentage points
higher than in the previous year.
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Operating results and financial position of the Company and the Group

Company

In 2020, CROATIA osiguranje d.d. strengthened its leading market position. For the first time after
several years of decline, the trend was reversed and growth in market share was achieved. CROATIA
osiguranje d.d. is a convincing leader on the Croatian market with a share of 26.7 percent, which is 0.5
percentage points more than in the previous year.

CROATIA osiguranje d.d.'s operations in 2020 were burdened by a number of one-off items, the largest
being the costs of the earthquake in March and December and the decision of the Supreme Court of
the Republic of Croatia to increase orientation criteria and the amount of immaterial damages. In the
conditions of the corona crisis, the inflows from dividends and collection of receivables were also
reduced. The net effect of the mentioned events and activities had a negative impact on the pre-tax
result by more than HRK 100m. This negative impact was significantly offset by the operational
excellence and positive effects of the company's transformation programs, and in 2020 the CO Group
generated a net profit of HRK 328m.

As a market and digital leader, CROATIA osiguranje d.d. is currently investing more than HRK 200
million in digitalization and development of new products. In 2020, a number of successful projects
were launched, from the remote claims reporting process, the new Moja Croatia application and the
company's new website, to the launch of a completely new product, Lago osiguranje - the first Croatian
100 percent digital insurance. A specialist postgraduate study Products, Digital Innovations and
Technologies in Insurance (Insurtech) was developed and launched with the Faculty of Electrical
Engineering and Computing in Zagreb. The trend of strengthening the internal and expanding the
external sales network continued, and a new call centre was opened in Vukovar.

CROATIA osiguranje d.d. has been going through a transformation process since the privatization in
2014. At the beginning, a financial restructuring was performed with a share capital increase
amounting to HRK 840m, thus reaching a strong capital adequacy for the year 2020 of 268 percent for
the Company. The organisational restructuring began in a situation where only about 23 percent of
employees were in sales and by the end of 2020, this share increased to 62 percent in sales services.
The process continues, so that in the coming years there will be at least 70 percent of those who work
in sales services and are directly oriented to clients and the market.

The restructuring results are visible in the financial results. In 2020, CROATIA osiguranje d.d. reported
profit before tax in the amount of HRK 274.1m (profit after tax of HRK 229.6m).

The total gross written premium (before adjustments for the net increase in the provision for premium
receivables and related write-offs) increased by 0.1 percent and amounted to HRK 2,742m. Earned
premiums amounted to HRK 2,499m and increased by 0.5 percent. The written premium in non-life
insurance amounted to HRK 2,288m, which is an increase of 3.0 percent compared to the same period
last year.

The largest relative increase of premium is recorded in insurance against fire and natural disasters and
motor third party liability insurance, while the largest decrease of premium is recorded in life
insurance.

From the non-life and life insurance investments, finance net result was realised in the amount of HRK
269m, which is a decrease by 22.7 percent compared to the previous year.
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Gross paid claims amounted to HRK 1,725m representing an increase of 7 percent compared to the
previous year.

Total administrative costs amounted to HRK 390m, recording a decrease of 3.9 percent compared to
2019. Acquisition costs amounted to HRK 478m, recording a decrease of 6.7 percent compared to the

previous year, as a result of continued cost savings measures.

As of 1 January 2019, the Group started applying the new accounting standard IFRS 16 Leases.
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The following is a summary of key business indicators which the Company monitors as alternative
performance indicators which together with other measures defined by International Financial
Reporting Standards provide useful information regarding the Company's operational performance.
They are calculated based on HANFA reports, but according to the formulas shown below:

Claims ratio (non-life) * 54.0% 56.2% +2.2
Cost ratio (non-life) ** 42.3% 39.1% -3.2
Combined ratio (non-life) 96.3% 95.3% -1.0

* Claims ratio = (Income from commissions and fees + Other insurance-technical income + Net claims incurred +
Change in mathematical provisions and other technical provisions + Cost for premium returns + Other technical
expenses) / Net Earned premiums

** Cost ratio = Acquisition costs and administrative expenses / Net Earned premiums

The combined ratio represents a sum of claims and cost ratio and is the most important financial
operative performance indicator for non-life insurance. It is normally presented as percentage, and
ratio below 100 percent indicates profitable insurance result, while result above 100 percent
represents non-profitable result. Combined ratio amounted to 95.3 percent in 2020, which is a
decrease of 1.0 percentage point compared to the same period of 2019. The claims ratio has increased
by 2.2 percentage points and amounted to 56.2 percent. The cost ratio amounted to 39.1 percent
which is 3.2 percentage points lower than in 2019.

Total assets of the Company as at 31 December 2020 amount to HRK 11.5 billion, which represents an
increase of 4.2 percent compared to 31 December 2019.

Technical provisions amounted to HRK 7.0 billion and are 4.5 percent higher than the technical
provisions as of 31 December 2019.

The structure of financial assets (HRK billion)

8.3 8.1

Financial assets held to maturity
22 21 Il Financial assets available for sale
I Financial assets at fair value through profit or loss
Il Loans and receivables

2019 2020
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Group

In 2020, the CROATIA osiguranje d.d. group (hereinafter: the Group) generated consolidated profit
after tax and non-controlling interest in the amount of HRK 328m.

In 2020, the total gross written premium (before adjustments for the net increase in the provision for
premium receivables and related write-offs) at the Group level amounted to HRK 3,240m, which
represents a decrease by 2.0 percent. The gross written premium of non-life insurance amounted to
HRK 2,689m which represents an increase by 1.1 percent, while gross written premium of life insurance
amounted to HRK 551m which represents a decrease by 14.7 percent.

Earned premiums in the reporting period amounted to HRK 2,980m which represents a decrease by
0.8 percent compared to the same period last year.

From the non-life and life insurance investments, the Group generated finance income in the amount
of HRK 499m which represents an increase of 2.6 percent, with a finance cost of HRK 149m which
represents an increase of 41.8 percent.

Gross claims in 2020 amounted to HRK 1,955m, which is an increase of 6.0 percent compared to the
same period last year.

Acquisition costs and administrative expenses amounted to a total of HRK 1,161m and represent a
decrease by 4.2 percent in which administrative expenses increased by 1.3 percent, and acquisition
cost increased by 6.9 percent. The decrease in acquisition costs and administrative expenses is the
result of, among other things, further business reorganization.

Claims ratio (non-life)*** 54.2% 55.8% +1.6
Cost ratio (non-life)*** 41.7% 39.2% -2.5
Combined ratio (non-life)*** 95.9% 95.0% -0.9

***0Only members of the Group performing insurance and reinsurance activities were taken into
consideration while calculating Group ratios.

Combined ratio for 2020 is 95.0 percent, which is a decrease of 0.9 percentage points compared to the
same period in 2019. The claims ratio increased by 1.6 percentage points to 55.8 percent. The cost
ratio is 39.2 percent or 2.5 percentage points lower than in 2019.

Total assets of the Group as at 31 December 2020 amount to HRK 13.3 billion, which represents an
increase by 4.9 percent compared to 31 December 2019.

Technical provisions amounted to HRK 8.0 billion, which represents an increase by 4.4 percent
compared to the technical provisions as at 31 December 2019.
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Significant business events in the reporting period

Approvals from the Croatian Financial Services Supervisory Agency to perform the functions of
members of the Management Board

The Croatian Financial Services Supervisory Agency (HANFA), at its meeting of the Governing Board
held on 5 March 2020, issued a resolution authorising Vanco Balen to act as a member of the
Management Board of CROATIA osiguranje d.d. for a term of office until 31 December 2022 beginning
on the date of appointment to the function.

Also, at the meeting of the Governing Board held on 12 March 2020, HANFA issued a resolution
authorising Robert Vuckovié¢ to act as a member of the Management Board of CROATIA osiguranje d.d.
for a term of office until 31 December 2022, beginning on the date of appointment to the function.
Furthermore, at the meeting of the Governing Board held on 9 April 2020, HANFA issued a resolution
authorizing Luka Babi¢ to act as a member of the Management Board of CROATIA osiguranje d.d. for a
term of office until 31 December 2022, beginning on the date of appointment to the function.

At its meeting held on April 17, 2020, the Supervisory Board appointed members of the Management
Board to the mentioned functions.

Impact of the COVID-19 outbreak on the Company's operations
The existence of the coronavirus (COVID-19) was confirmed in early 2020 and spread to mainland China
and beyond, and in late February 2020 to Croatia, causing disruption in business and economic
activities.
From the information available at the time of preparation of these financial statements and based on
numerous publicly available macroeconomic projections (CNB), despite the improvement in the
epidemiological situation in the third quarter of 2020, the subsequent unfavourable development of
the epidemiological situation has impact on a strong slowdown in recovery in the last quarter and this
trend is expected to continue in early 2021. It is expected that the pandemic will be relatively
successfully controlled during 2021, and with the application of an effective vaccine, the gradual
recovery of economic activity could begin in the second quarter. The recovery in personal consumption
affects the demand for insurance services since the volume of insurance premiums written is related
to GDP trends.
In addition, Group has identified the following key areas that could be affected by adverse economic
conditions:

e volatility of comprehensive income from investments, as a result of developments on the

financial markets,
e increased credit risk and increased impairment provisions for insurance receivables,
e increased number of life insurance policy surrenders.

After the significant volatility of domestic and foreign markets at the beginning of 2020, at the end of
the year there was a partial slowdown but with a further decline in the value of companies whose
activities are closely related to the sectors most affected by the pandemic (transport, especially air
transport, tourism and hotel business, service activities).

The credit risk of the companies cannot be assessed exactly at this time, and the correction is expected
after the announcement of the financial results for 2020. In addition, the assessment of the effects on
banks' operations is expected in the first quarter of 2021, when the results will be known after the
moratorium due to the COVID-19 pandemic, among citizens and legal entities.

As part of the own risk and solvency assessment process (ORSA), a scenario of prolonged impact of the
COVID-19 pandemic was created, which includes a graded analysis of the possible impact of the
pandemic on business, results and solvency ratio of the Company and the Group, taking into
consideration current knowledge about the impact of the pandemic, and also the measures which can
be taken to minimize negative impacts as much as possible. The results of the scenario imply a certain
decrease in the solvency ratio, but it should remain at levels significantly higher than the regulatory
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ones, and the Company’s and the Group's solvency should not be questioned in any way. Also, last
solvency calculation which was performed as at 31.12.2020. showed that despite the negative effects
of COVID-19, the Company and the Group is still operating with a very high solvency ratio of 268% for
the Company (as at 31.12.2019.: 277%) and 229% for the Group (31.12.2019.: 239%). Regarding
liquidity, the Company and the Group still have the satisfactory amounts of liquid resources that are
sufficient for discharging all obligations that have become due and also has at its disposal instruments
available for obtaining additional liquidity if necessary.

The Company and the Group will continue to actively monitor the development of the COVID-19
outbreak and if it should be considered to significantly affect the Company’s business and financial
position, it will fully comply with the Capital Market Act.

Earthquakes in the area of the Republic of Croatia

On 22 March 2020, in the area of the City of Zagreb and on 29 December 2020, in the area of the City
of Petrinja, a series of earthquakes were recorded. In some insurance contracts, the Group also
provides insurance for earthquake insurance risk. The amount of claims from Group’s insurance
contracts caused by this event (after reinsurance) amount to more than HRK 40m per individual event,
i.e. a total to more than HRK 80m (after reinsurance).

Decision of the Supreme Court of the Republic of Croatia on increase of Orientation criteria for
determining the amount of fair financial compensation for immaterial damages

As at 15.6.2020 the Supreme Court of the Republic of Croatia has adopted a decision on increase of
Orientation criteria for determining the amount of fair financial compensation forimmaterial damages,
by 50%, and it will be applied to all future compensation proceedings, but also at those that are in
progress. This decision led to an increase in technical provisions from insurance that is, it has an effect
on profit before tax (after reinsurance) in the reporting period in the amount of over HRK 80m. In
addition to the effect on the reporting period, the consequences of the decision are higher future
expenses for insurance claims.

HANFA'’s Decision regarding prohibition of dividend payment

The Governing Board of HANFA, at its session held on 26 March 2020, adopted a decision prohibiting
CROATIA osiguranje d.d., Zagreb, payment of dividends until 30 April 2021.

Such a decision was made for insurance companies in the Republic of Croatia due to exceptional
market circumstances, with the aim of ensuring stable operations of insurance companies and
maintaining the stability of the financial system. Also, the regulator’s intention is to strength the
liquidity of insurance companies in the context of the coronavirus pandemic, but also in light of the
recent earthquake in the capital city of the Republic of Croatia.

Resignation of the member of the Supervisory Board of CROATIA osiguranje d.d.

Mr. Damir Vandeli¢, the member of the Supervisory Board of CROATIA osiguranje d.d., resigned from
his membership in the Supervisory Board of CROATIA osiguranje d.d. as of 31 December 2020.

Significant events after the end of the reporting date

No events occurring after the reporting date were material to the financial statements for the
reporting period. This is also described in Note 34 Events after the balance sheet date of the
Consolidated and separate financial statements for 2020.

10
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Expected development in the future

In 2020, real GDP decrease of 8.4 percentage is expected. The insurance market also fell in 2020, but
at a much lower rate of 2.6%. Economic growth for 2021 will strongly depend on the speed of COVID-
19 pandemic suppression in the country (speed of population vaccination) and abroad (speed of border
opening and abolition of measures, especially in EU countries) as well as the moment of abolition of
all measures. If the tourist season is at the level of expectations, then the insurance market will
recover, otherwise a further decline in the market and intensification of competition is expected.

In accordance with the above, the company will in the coming period improve and refine digital
communication channels:
e development of a new company website
¢ new functionalities of the mobile application Moja Croatia
e remote damage reporting
¢ additional emphasis on digital communication (delivery of IDD documentation by e-mail,
digital signatures, delivery of invoices by e-mail, , pay-by-link“...)

Furthermore, the earthquakes in city of Zagreb and Banija county left long-term consequences on
people's lives and property, but also opened the door to raising awareness of the need to insure
property. In the coming period, the company will try to raise awareness of the need for insurance
through various campaigns and will simplify the conditions for accepting certain insurance conditions.

In the forthcoming period, the goal is to continue the best practice of transferring operational
excellence from the parent to subsidiaries in the region. New sources of growth in the future are
combinations of organic and acquisition activities. New acquisitions are aimed at strengthening the
insurance business and further development of healthcare offering in addition to using the synergies
arising from the insurance offer.

11
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Research and development activities

Customer focus and continuous innovations are the values of the Group that underlie research
activities and new product development. The aim is to provide fast and quality service and increasing
client satisfaction.

In accordance with the above, the company launched a completely new product, Lago osiguranje - the
first Croatian 100 percent digital insurance. With the launch of this innovative product whose quality
is at the level of the best modern digital solutions, Croatia joins a small number of European countries
with this type of insurance.

A specialist postgraduate study Products, Digital Innovations and Technologies in Insurance (Insurtech)
was developed and launched with the Faculty of Electrical Engineering and Computing in Zagreb. The
aim of the study is to further improve the insurance profession through the education of experts who
will handle the development of industry in Croatia and the region.

Education of employees in the field of artificial intelligence has begun. More than 130 employees
enrolled in the "Elements of Al" training. The goal is to use new knowledge and ideas to improve various

business processes and services to ensure and increase the satisfaction of both customers and
employees of the company.

Company branch

As at 31 December 2020, the Company has one registered branch (Branch Ljubljana).
In its legal transactions, the branch operates under CROATIA osiguranje d.d. branch Ljubljana, in
Croatian, and under CROATIA ZAVAROVANIE d.d. branch Ljubljana, in Slovenian.

Financial risk management

Financial risk management is described in Note 2.38. Financial risk management to the Consolidated
and separate financial statements for 2020.

Other

In accordance with the statutory obligation and the permitted exemption pursuant to Art. 21.a of the
Accounting Act, the Company has prepared a nonfinancial report to be published as part of the annual
financial report of the parent company Adris Grupa d.d.

During 2019 and 2020, PricewaterhouseCoopers d.o.o. (PwC) provided education services.

12
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Corporate Governance Statement

CROATIA osiguranje d.d., PIN 26187994862, Vatroslava Jagica 33, Zagreb (hereinafter: the Company),
applies the Corporate Governance Code, which was jointly adopted by the Croatian Financial Services
Supervisory Agency (HANFA) and Zagreb Stock Exchange and is available on their web sites.

By applying the provisions of the Corporate Governance Code, Rules of the Zagreb Stock Exchange
(which are available Zagreb Stock Exchange’s website), the Companies Act (Official Gazette 111/93,
34/99, 121/99, 52/00, 118/03, 107/07, 146/08, 137/09, 125/11, 152/11, 111/12, 68/13, 110/15;
40/19) and the Capital Market Act (Official Gazette 65/18, 17/20), the Company makes its operations
and operating results transparent and accessible to the public. All explanations and possible deviations
from the above rules are going to be published in the Compliance Questionnaire, in accordance with
the Corporate Governance Code.

In order to take the necessary measures to achieve its business objectives, the Company has
established a system of internal controls as a totality of elements: an adequate organisational
structure, an implemented management system with the establishment of key and control functions,
prescribed control activities for portfolio management, administrative and accounting procedures,
security and adequate information system including a reporting system at all levels of the Company.

The system of internal controls in financial reporting ensures that the Company’s financial statements
present its financial results and financial position with reasonable accuracy and that they comply with
International Financial Reporting Standards.

The Company’s accounting policies represent the principles, rules and practices that the Company
applies in preparing and presenting financial statements. The Company’s accounting policies are
defined by a special Rulebook. A summary of significant accounting policies is disclosed in the
Company's financial statements.

The internal accounting control procedures include the control of formal, substantive and
computational accuracy of an accounting document:

- Control of formal accuracy of an accounting document determines whether the document has been
prepared in accordance with applicable regulations,

- Substantive control of an accounting document determines whether the business changes actually
occurred and in the range as indicated,

- Control of computational accuracy of an accounting document means the control of mathematical
operations (division, multiplication, addition and subtraction), based on which the results are obtained
in the document.

The control of accounting documents is carried out in accordance with the Company's organizational
structure and internal regulations by a person holding authorisation to do so as defined in the internal
documents of the Company. The organisational chart is located on the internal network and is available
to all employees. The control of formal, substantive and computational accuracy is confirmed by a
physical and/or electronic signature of the person who has signed it.

In accordance with the provisions of the Insurance Act, the Company has formed an internal audit
function at the highest organizational level which structurally reports directly to the Management
Board and functionally to the Audit Committee and the Supervisory Board. Activities of the internal
audit function are based on the work plans adopted by the Supervisory Board following a positive
opinion of the Management Board. The internal audit function analyses and evaluates the activities of
the Company and provides expert advice, recommendations and advice on controls. Internal audit
assists the Company in meeting the set goals by introducing a systematic and disciplined approach to
assessing and improving the effectiveness of risk management, control and corporate governance.

13
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The Company has established a risk management function in the form of an independent
organisational unit directly responsible to the Management Board. This function established a risk
management system consisting of a set of internal acts, procedures and methodologies to identify,
estimate or measure, control and report risks. The risk management system is regularly being
improved in line with best market practices and the requirements of external regulations. More
detailed information on risk management can be found in the Notes to the financial statements.

In accordance with the Insurance Act, the Company has formed an effective compliance function which
includes advising and reporting to the Management Board and Supervisory Board on Company
compliance with the Insurance Act and other regulations governing the operation of an insurance
company, carrying out an assessment of the possible impact of changes in the legal environment on
Company operations, and determining and assessing compliance risk.

The Company has established an effective actuarial function that according to the Insurance Act
coordinates calculation of technical reserves, ensures the appropriateness of methodologies and
models, evaluates the adequacy and quality of data needed to evaluate technical reserves, compares
the assumptions and experience, and gives its opinion to the Management Board and Supervisory
Board about calculating technical reserves, insurance risk takeovers, the appropriateness of the
reinsurance program and participation of actuarial function in the implementation of the Company’s
risk management system.

In accordance with the Insurance Act, the Company has appointed a certified actuary who verifies data,
methods and underlying documents for the calculation of technical provisions according to accounting
regulations, and whether the technical provisions and premiums are designed to enable a permanent
fulfilment of all Company obligations under the insurance or reinsurance contract regarding which the
actuary provides an Opinion and Report to the Management Board and Supervisory Board.

Under the Insurance Act, the Company applies internal control systems to Group companies involved
in the insurance part of business, while the companies concerned apply systems of internal controls in
accordance with its legal framework.

As at 31 December 2020, significant direct holders of shares in the Company are:

— ADRIS GRUPA d.d. with a share of 66.39% and

— Restructuring and Sales Centre, for the Republic of Croatia, with a share of 30.62%.

The data on the 10 largest shareholders is available on the website of the Central Depository and
Clearing Company.

According to the Company’s applicable Articles of Association, the limitation of voting rights of
shareholders or partial restriction of voting rights does not exist.

The members of the Management Board and the Supervisory Board are not shareholders of the
Company.

The Company does not own treasury shares, and the General Assembly did not authorise the Company
to acquire treasury shares

The bodies of the Company are the General Assembly, the Supervisory Board and the Management
Board.

14
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General Assembly

The General Assembly of the Company consists of all shareholders of the Company.

The General Assembly of the Company, in accordance with the provisions of the Articles of Association,
makes decisions by public voting at sessions, convened usually by the Management Board and the
Supervisory Board only when it deemed this necessary for the benefit of the Company. The powers of
the General Assembly are regulated by the Company's Articles of Association and do not deviate from
the powers which General Assembly of a public limited company has under the Companies Acts. A
shareholder has the right to participate and vote at the General Assembly only if he / she has registered
his / her participation in writing to the Management Board no later than six days before the General
Assembly.

The Company's Articles of Association may be amended at the General Assembly in accordance with
the provisions of the Companies Act, and the Supervisory Board is authorized to amend the provisions
of the Articles of Association based on the decision of the General Assembly to the extent of editorial
changes.

Supervisory Board

The right to appoint individual members of the Supervisory Board are set out in Article 24 of the Articles
of Association in favour of the Republic of Croatia and employees of the Company. In accordance with
the provisions of the Articles of Association, and in connection with the provision of Article 256,
paragraph 3 of the Companies Act, the Republic of Croatia has the right to directly appoint two
members of the Supervisory Board, as long as it holds at least 25% of the Company's ordinary shares
plus one ordinary share; however, as long as it holds at least 10% of ordinary shares of the Company,
pursuant to the same statutory provisions, and in connection with the provision of Article 256
paragraph 3 of the Companies Act, the Republic of Croatia has the right to directly appoint one member
of the Supervisory Board. One member of the Supervisory Board is appointed by the work council of
the Company, i.e. by employees, through direct and secret elections in the manner prescribed for the
election by the work council, and they are entitled to this right as long as the conditions prescribed by
the Labour Act are met.

The Supervisory Board has competencies prescribed by law and the Company's Articles of Association.
In the period from 1 January 2020 to 31 December 2020, the Supervisory Board of the Company
consisted of:

e Roberto Skopac President

e Zeljko Lovrin&evi¢, PhD Vice President

e Vitomir Palinec Member

e Damir Vandeli¢ Member until 31 December 2020
e Hrvoje Patajac Member

e Vlasta Pavlicevi¢ Member

During 2020, the Supervisory Board held a total of 10 meetings, and all members of the Supervisory
Board attended all meetings of the Supervisory Board during 2020.

The Supervisory Board formed the Audit Committee and the Nomination and Remuneration
Committee.

The Audit Committee consists of three members appointed by the Supervisory Board from among its
members.
In the period from 1 January 2020 to 31 December 2020, the Audit Committee consisted of:

e  Hrvoje Patajac President
e 7Zeljko Lovringevi¢, PhD Member
e  Vitomir Palinec Member

15
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> Report on the work of the Audit Committee for the period from 1 January 2020 to 31 December
2020.

The Audit Committee is an expert body that provides support to the Supervisory Board in terms of
improving the quality of supervision that the Supervisory Board is obliged to conduct in accordance
with the prescribed competencies.

The Audit Committee performs the tasks determined by the Audit Committee’s Rules and Procedures,
and in accordance with the provisions of the Audit Act, Regulation (EU) no. 537/2014, Code of
Corporate Governance of the Zagreb Stock Exchange d.d. and the The Croatian Financial Services
Supervisory Agency and other applicable regulations. The task description of the Audit Committee is
publicly available, free of charge, on the website of CROATIA osiguranje d.d.

The organization and manner of work of the Audit Committee are regulated in more detail by the Audit
Committee’s Rules and Procedures. During 2020, the Audit Committee held a total of 6 sessions and
all members of the Audit Committee attended all sessions of the Audit Committee during 2020.

At its sessions during 2020, the Audit Committee discussed the following:
— reports on the Company's operations,

— report on risk and solvency assessment,

— report on the solvency and financial condition of the CROATIA osiguranje Group,

— strategic plan and annual internal audit plan,

— internal audit reports,

— actuarial function reports,

— risk management report,

— unaudited consolidated and non-consolidated financial statements,

— reports to the Audit Committee by the Company's auditors,

— audit engagement for 2020,

— auditor's questionnaire regarding the Auditor's Report on the report on the relations of the
company CROATIA osiguranje d.d. with affiliated companies,

— procurement of additional audit services for 2020,

— decision on the adoption of the Company's investment limit,

— Internal Audit Charter,

— Rulebook on non-audit services.

The Audit Committee regularly reported to the Supervisory Board on the recommendations made at
its meetings in form of the submitted minutes of the Committee meetings.

The Nomination and Remuneration Committee consists of three members appointed by the
Supervisory Board from among its members.

In the period from 1 January 2020 to 31 December 2020, Nomination and Remuneration Committee
consisted of:

e  Roberto Skopac President
e  Vitomir Palinec Member
e  Hrvoje Patajac Member

16
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> Report on the work of the Nomination and Remuneration Committee for the period from 1
January 2020 to 31 December 2020.

The Nomination and Remuneration Committee is an expert body that provides support to the
Supervisory Board in terms of improving the quality of supervision that the Supervisory Board is
obliged to carry out in accordance with the prescribed competencies.

The Nomination and Remuneration Committee performs tasks determined by the Decision of the
Supervisory Board on the establishment of the Nomination and Remuneration Committee and the
appointment of the members of the Committee, and in accordance with the provisions of the
Corporate Governance Code of the Zagreb Stock Exchange and the Croatian Financial Services
Supervisory Agency applicable to the role of the Board. The task description of the Nomination and
Remuneration Committee is publicly available, free of charge, on the website of CROATIA osiguranje
d.d.

The Committee on Appointments and Remuneration shall apply the Rules of Procedure of the
Supervisory Board to the manner of work, as well as to other issues that are important for the work of
the Committee.

During 2020, the Nomination and Remuneration Committee held a total of 7 sessions, and all members
of the Nomination and Remuneration Committee attended all sessions of the Nomination and
Remuneration Committee in 2020.

At its sessions during 2020, the Nomination and Receipts Committee performed the following tasks:

— consideration of candidates for members of the Management Board of CROATIA osiguranje
d.d.

— assessment of the existence of conditions for performing the function of a member of the
Management Board for candidates for members of the Management Board of CROATIA
osiguranje d.d.

— assessment of the suitability of candidates for members of the Management Board of CROATIA
osiguranje d.d.

— regular annual assessment of the existence of conditions for performing the function of a
member of the Management Board

— consideration of the terms of the contract for performing the function of a member of the
Management Board

— consideration of the terms of the agreement on the regulation of mutual relations with a
member of the Management Board

— consideration of concluding an annex to the contract with the members of the Management
Board

— Remuneration policies for members of the Management Board

— payment of bonuses for 2019 to members of the Management Board

The Nomination and Remuneration Committee regularly reported to the Supervisory Board on the
recommendations made at its meetings, in form of the submitted minutes from the Committee
meetings.

Management Board

According to the Company's Articles of Association, the Management Board consists of a minimum of
three and a maximum of seven members, one of whom is the President of the Management Board. As
of December 31, 2020, the Management Board consisted of four members.

The Management Board of the Company manages all the affairs of the Company jointly, and the
Company is represented jointly by at least two members of the Management Board. Members of the
Management Board, in conducting the Company's affairs, must adhere to the restrictions prescribed
by positive legal regulations, the Company's Articles of Association, decisions of the Supervisory Board
and the General Assembly of the Company.
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In the period from 1 January 2020 to 31 December 2020, the Management Board of the Company
operated as follows:

e Davor Tomaskovi¢ president

e Robert Vuckovié¢ member

e Miroslav Klepac member until 17 April 2020.
e Luka Babi¢ member from 18 April 2020.
e Vanco Balen member from 18 April 2020.

During 2020, the Company actively implemented measures to promote gender equality at the
Company's overall level. The focus was placed on equal terms in terms of sex and age in the
implementation of the recruitment process as well as internal redistribution of workers. Equal criteria
applied to the recruitment of employees for management positions of the Company. There are also no
differences in salaries for the same type of work or work of equal value. On all levels we are recording
equal representation of experts regardless of sex and age parameters. With respect to the professional
criteria, the Company applies the strategy of recruiting and developing the management functions of
the appropriate profession and level of education in relation to the nature of the function and its
requirements. The Company also continuously carries out education and training of employees for the
purpose of further improvement and development of competencies.

Zagreb, 7 April 2021

Luka Babi¢ avor Tomaskovi¢

Member of the ‘asident of the Management Board
LAY

Vanco Balen

Member of the Management Board c . r of the Management Board

18



CROATIA"®
OSIGURANJE

Consolidated and separate financial statements
for 2020

19



CROATIA osiguranje d.d., Zagreb

Responsibility for the financial statements 20
Independent Auditor’s Report 24
Statement of comprehensive income 30
Statement of financial position 32
Statement of changes in equity 33
Cash flow statement 35
Notes to the financial statements 37
1. GENERAL INFORMATION ON THE COMPANY ....ccceeiiiiimniiimnniiimnniiimessieimssseimeseisessssssssssssssnnss 37
11. Legal framework, activities and employees 37
1.2. Company bodies 37
13. Subsidiaries 38
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES .......cceetiriiissrsnnnnenssinssssssnnensssssssssssnsenssssses 39
2.1 Statement of compliance and basis of presentation 39
2.2. Basis of preparation 39
2.3. Adoption of new and amended International Financial Reporting Standards ("IFRSS") ..........wereresmsreesssseeenns 39
24, Critical accounting judgements and key sources of estimation uncertainty 45
25. Consolidation 46
2.6. Presentation currency 47
2.7. Foreign currency transactions 47
2.8. Gross premium written 47
209. Investment income and expenses
2.10. Claims incurred 48
2.11. Operating expenses
2.12. Intangible assets 49
2.13. Property and equipment 50
2.14. Leases 50
2.15. Investment property 52
2.16. Investments in subsidiaries and associates 52
2.17. Financial instruments 52
2.18. Receivables 57
2.19. Cash and cash equivalents and short-term deposits 57
2.20. Income tax 58
221 Capital 58
2.22. Technical provisions 59
2.23. Technical life insurance provisions where the policy holder bears the investment risk 59
2.24. Reinsurance 60
2.25. Liabilities and related assets under liability adequacy test 60
2.26. Other liabilities 60
2.27. Employee benefits and pension plans 61
2.28. Provisions 61
2.29. Impairment of non-financial assets 62
2.30. Contingent liabilities and assets 62
231 Events after the balance sheet date 62
2.32. Earnings per share 62
2.33. Classification of contracts 63
2.34. Segment reporting 64
2.35. Key sources of estimation uncertainty and critical accounting judgments in applying the Group’s accounting
PONICIES.......oecvevee st tes ettt es st sttt es s sa st sttt st e bx st ee st st se e et en b esssE st bR A s et ee e bt ba st en s et st sae s et enteraned 64
2.36. Insurance risk management 65
2.37. Principal assumptions that have the greatest effect on recognised insurance assets, liabilities, income and
EXPINSES. ..ovveveristsesere st ast s bbbt s b s ba b e bR SR bR e RR e AR e R SRR et R e s sa e b s a et 73
2.38. Financial risk management 75
2.39. Capital management 93
3. SEEMENT FEPOTEING ..oiiiieeeeiiiiiiiiiiieiiieeiireereeisesttseesassssssssasesnsssssssssssssssssssssssssssssnsssssssssssannne 94
4. Premiums.....ccciiiiiiiiiiiiiiiiiiiiis s s s s ss s s s s s s ssssssns ...101
5. Commission and fEe INCOME ....ccciiiriueriiiiiiiiiiinnreniinesisere et sssssssssssessssssssssssnessssssssssssnnsessssas 102
6. FINANCE INCOME c.ciiiiiiiiiiiiiiiiiiiiiiiiiisnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 103
6.1. Interest income 103

20



CROATIA osiguranje d.d., Zagreb

6.2.
6.3.
6.4.

%

9.1
9.2.

10.
101
10.2
103

11.

12,
12.1.
12.2.
12.3.
12.4.

13.

14.

15.
15.1.

16.

17.

18.
18.1.
18.2.
18.3.

19.
19.1.
19.2.
19.3.
194.
195.

20.

21.

22,
221
222.
223.
224.
225.
22.6.
227.
22.38.
2209.

23.

24.
24.1.
24.2.
243.

25.
25.1
25.2.
25.3.
254.
255,
256.

Income from investment property

Realised gains from financial assets

Foreign exchange gains

Other operating income...........eeeeeeeeeeeeeeeeeeeeeeeeeeeeenns
Claims incurred, net of reinsurance.......cccceeveeeerennnes
AcqUISItion COSES ......cceiiiiiiiiiiiiiiiisiniissssssssssssssssnnnnns

Commission

...............................................................

...............................................................

Other acquisition costs.

Administrative eXpenses...........cceeeriiiiiniisssssssssssnnns

Amortisation and depreciation
Salaries, taxes and contributions from and on salaries

Other administrative expenses

Other operating eXpenses........ccccevveeennnnnnnnnsnnnnnnnnnns
FiNance COStS.....ccuviiiiiiiiiiiiiiinssnnnnnn

Impairment of investments

Realised losses on investments

Foreign exchange losses

Staff costs - investments

[Tl ] 1 = - P
Earnings per share.........ccoovveeriieeiiineeniineecicnnneens
Intangible assets ........ccovveeiiiiiiiniieneeinnn e

Deferred acquisition costs

Property and equipment.......ccccoiiiiiiiiiinniniininiininnnn
Investment Property .......ccccceeeeecissnnnennnnicssssnneeennnnes

Investments in subsidiaries, associates and participation in joint ventures.........ccccccceveeeeeeens
The Company’s investments in subsidiaries and associates and participation in joint ventures...................
The Group’s investments in subsidiaries and associates and participation in joint ventures...........ccooe..oeeee..
Movements in investments in subsidiaries, associates and participation in joint ventures ..........ccceeceevueeee

Financial @ssets .....ccccvvveiirreeniiiienierieencereeeneereennenees

Overview of investments

Financial investments exposed to credit risk

Held-to-maturity investments
Loans

Derivative financial instruments

Reinsurance share in technical provisions...............
Deferred taX assets .....cccccvveeererieeniereenniereenniereennerenns
Insurance contract and other receivables ...............

Receivables from policyholders

Receivables from reinsurance and coinsurance

Receivables from other insurance business

Receivables for returns on investments

Other receivables

Analysis of receivables from insurance business and other receivables by maturity
Credit quality of receivables neither past due nor impaired

Analysis of receivables past due but not impaired by the number of days up to maturity ..........ccccceeeeereeees

Movements in impairment of receivables

Cash and cash equivalents ............ccccceeeeeeee
Capital and reserves...................

Subscribed share capital

Reserves

Revaluation reserve

Technical provisions.........cceceveeeeeiiinisiiieeeeeniissssnnes
Movements in provision for reported but not settled claims, gross
Movements in provision for incurred but not reported claims

Movements in provisions for uneared premiums

Movements in mathematical insurance provisions, gross

103

154

Movements in technical provisions for life insurance where the policyholder bears the investment risk.. 154
Analysis of movements in claims provisions (RBNS and IBNR) for non-life insurance...........cccccoeeveenervennenn.

21



CROATIA osiguranje d.d., Zagreb

25.7.
25.8.

26.
27.
28.
29.
30.
31.
32.
33.
34.

Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency

Maturity of gross technical provisions 157

Analysis of claim (loss) ratios, cost ratios and combined ratios for the Company and Group..........cccc..e... 158
PrOVISIONS eevvviiiiiiiiiinnnniiiiiiiiiieenssiiiiisiisesssssissssttsssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssnsnnss
FINancial liabilities.....cciiiiiiiiiiiiiiiiiiiiiiirininr s ssss s s s s s s s s s s s s s s sssssssssssssssssssssnans
Insurance contract and other liabilities and deferred income ........ccoovviiiiiiiiiiiiiiiiiiiiiiiiiiiiinnns
Off-balance-ShEEt ItEMS .......oee s e e e e s e e e nn s e s e s e e s nnsssssssssseennnnsnnnnnns
Related party transactions .......cccceviiiiiiiiniiiiiiiiiiiiiniiiissssissssssssssssssssssssssssssssssssssas
Contingent labilities ......cccevvieriiiiiiiiiiiiiiiiiiiiiiiiiiinirrr e
COMMUEMENTS ...ceeeeiiiiiieicec e eeerreceneeeeeerreeennsseeeesseennssssssssssreennssssssssseeennsssssssssseennnnsssssssnnennn
Audit of financial StateMENtS......cccciiiiiiiiiiiiiirirrrrrrrrr s s s s s s s s s s
Events after the balance sheet date.......cccoiiiiiiiiiiiiiiiiiiiiiirrrrssssss s ss s s s s s

22



CROATIA osiguranje d.d., Zagreb

Responsibility for the financial statements

The Management Board of the Company is required to prepare separate and consolidated financial
statements for each financial year which give a true and fair view of the financial position of the Company
and the Group and the results of their operations and cash flow, in accordance with applicable accounting
standards, and is responsible for keeping proper accounting records so that it can, at any time, enable the
preparation of financial statements. The Management Board has a general responsibility for taking such steps
as are reasonably available to safeguard the assets of the Company and Group and to prevent and detect
fraud and other irregularities.

The Management Board is responsible for selecting suitable accounting policies that are in accordance with
the International Financial Reporting Standards as adopted in the European Union and then applying them
consistently; adopting reasonable and prudent judgments and estimates; and preparing the financial
statements on the going concern basis unless it is inappropriate to presume that the Company and the Group
will continue in business.

In accordance with Accounting Act, the Management Board is obliged to prepare an Annual report of the
Company and the Group comprising the Annual financial statements, Management Report and Corporate
Governance Statement. Management Report and Corporate Governance Statement have been prepared in
line with the requirements of Article 21, 22 and 24 of the Accounting Act.

The Management Board is responsible for submitting the Annual report of the Company and the Group, which
includes the Annual financial statements, to the Supervisory Board, following which the Supervisory Board
should approve these for submitting to the General Assembly for acceptance.

The separate and consolidated financial statements which have been prepared in accordance with the
International Financial Reporting Standards as adopted in the European Union and which are presented on
the following pages, as well as the forms, prepared in accordance with the Ordinance on the structure and
content of financial statements and additional reports of insurance and reinsurance companies (Official
Gazette 37/16, 96/18, 50/19 and 98/20) adopted by the Croatian Financial Services Supervision Agency were
approved by the Management Board on 7 April 2021 and submitted for issue to the Supervisory Board. In
acknowledgment, the financial statements have been signed by the Company’s authorized persons, as
follows.

7 April 2021
For and on behglf of CROATIA osiguranje d.d.:

Davor Tomaskovi¢
President of the Management Board

Luka Babi¢
Member of the

Vanco Balen
Member of the Management Board

CROATIA osiguranje d.d.
Vatroslava Jagi¢a 33
10 000 Zagreb

Republic of Croatia
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Independent Auditor’s Report
To the Shareholders of CROATIA osiguranje d.d.

Report on the audit of the separate and consolidated financial statements

Our opinion

In our opinion, the separate and consolidated financial statements present fairly, in all material
respects, the separate and consolidated financial position of CROATIA oisiguranje d.d. (the
“Company”) and its subsidiaries (together - the “Group”) as at 31 December 2020, and the Company’s
and the Group’s separate and consolidated financial performance and separate and consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the European Union.

Our opinion is consistent with our additional report to the Audit Committee dated 31 March 2021.
What we have audited
The Company’s and the Group’s separate and consolidated financial statements comprise:
¢ the separate and consolidated statements of comprehensive income for the year ended 31
December 2020;
¢ the separate and consolidated statements of financial position as at 31 December 2020;
e the separate and consolidated statements of changes in equity for the year then ended;
e the separate and consolidated cash flow statements for the year then ended; and
¢ the notes to the separate and consolidated financial statements, which include significant
accounting policies and other explanatory information.

Basis for opinion

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 separate and consolidated financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence

We are independent of the Company and the Group in accordance with the International Code of
Ethics for Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

To the best of our knowledge and belief, we declare that we have not provided non-audit services that
are prohibited under Article 5(1) of Regulation (EU) No 537/2014, and furthermore, we have not
provided any non-audit services to the Company and the Group in the period from 1 January 2020 to
31 December 2020.

PricewaterhouseCoopers d.o.0., Heinzelova 70, 10000 Zagreb, Croatia
T: +385 (1) 6328 888, F:+385 (1)6111 556, www.pwc.hr

Commercial Court in Zagreb, no. Tt-99/7257-2, Reg. No.: 080238978; Company ID No.: 81744835353; Founding capital: HRK
1,810,000.00, paid in full; Management Board: J. M. Gasparac, President; S. Dusic, Member; T. Macasovic, Member; Giro-
Account: Raiffeisenbank Austria d.d., Petrinjska 59, Zagreb, IBAN: HR8124840081105514875.
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Our audit approach

Overview

e Overall Company materiality: HRK 27 million, which represents
1% of gross written premium.

e Overall Group materiality: HRK 32 million, which represents 1%
of gross written premium.

Materiality

e We conducted audit work at 6 reporting units in 4 countries.

s((_:;:)OliJrE) e Our audit scope addressed 100% of the Group’s gross written
ping premiums and 99% of the Group’s absolute value of underlying
profit before tax.

e Estimates used in calculation of insurance contract liabilities and
Liability Adequacy Test (LAT).

Key audit
matters

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the separate and consolidated financial statements. In particular, we considered
where management made subjective judgements; for example, in respect of significant accounting
estimates that involved making assumptions and considering future events that are inherently
uncertain. As in all of our audits, we also addressed the risk of management override of internal
controls, including among other matters consideration of whether there was evidence of bias that
represented a risk of material misstatement due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the separate and consolidated financial statements are free from
material misstatement. Misstatements may arise due to fraud or error. They are considered material if,
individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the separate and consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the separate and consolidated financial statements as a whole as
set out in the table below. These, together with qualitative considerations, helped us to determine the
scope of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect
of misstatements, if any, both individually and in aggregate on the separate and consolidated financial
statements as a whole.

Overall materiality for the The Company: HRK 27 million
Company and the Group The Group: HRK 32 million

The Company: 1 % of gross written premiums

How we determined it ) )
The Group: 1 % of gross written premiums

We chose gross written premium as the appropriate benchmark
Rationale for the materiality ~ because it is the benchmark against which the performance of the
benchmark applied Company and the Group is measured, in terms of both its market
share and customer base.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the separate and consolidated financial statements of the current period. These matters
were addressed in the context of our audit of the separate and consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

How our audit addressed the key audit matter

Estimates used in calculation of insurance
contract liabilities and Liability Adequacy Test
(LAT)

Refer to Note 2.22 “Summary of significant
accounting policies — Technical provisions”
and Note 25 “Technical provisions”.

As at 31 December 2020, the Group and the
Company recorded technical provisions of
HRK 8 billion and HRK 7 billion, respectively,
representing 87% of the Group’s total liabilities
(the Company: 88%). This is an area that
involves significant judgement over uncertain
future outcomes, including primarily the timing
and ultimate full settlement of long term
policyholder liabilities, and therefore we
considered it a key audit matter.

Consistent with the insurance industry
practice, the Group uses valuation models to
support the calculations of technical
provisions. The complexity of the models may
give rise to errors due to
inadequate/incomplete data or the design or
application of the models.

Economic assumptions such as investment
return and interest rates and actuarial
assumptions such as mortality, longevity,
customer behaviour, loss ratio and cost ratio
are key inputs used to estimate these mainly
long-term liabilities. Significant judgement is
applied in determining these assumptions.

The Group’s and the Company’s IFRS liability
adequacy test was performed in order to
confirm that technical provisions were
adequate in the context of expected future
cash outflows.

We used our own actuarial specialists to assist us in
performing our audit procedures.

In particular, our audit focused on the models
considered more complex and/or requiring
significant judgement in determining the
assumptions used in calculating technical
provisions or performing the liability adequacy test.

We obtained an understanding of the internal
actuarial process and assessed how management
determined and approved economic and actuarial
assumptions.

Our assessments also included challenging, as
necessary, the specified economic and actuarial
assumptions considering management’s rationale
for the actuarial judgments applied and comparing
them with applicable industry practices.

We considered the appropriateness of actuarial
judgements used in the models, which may vary
depending on the product and/or the product
features. We also assessed whether the models
comply with the applicable accounting standards.

Furthermore, in our recalculations we determined
whether the technical provisions calculations
performed by the models and systems are accurate
and complete.

We tested the validity of the management’s liability
adequacy testing, which is a key test performed to
verify whether the liabilities are adequate as
compared to expected future contract liabilities. The
inputs used were reconciled with the accounting
records.

Our work on the liability adequacy tests included
assessing the reasonableness of the projected cash
flows and challenging the assumptions adopted
both by the Group and the Company considering
industry practices and specific product features.

How we tailored our Group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whole, taking into account the structure of the Group,
the accounting processes and controls, and the industry in which the Group operates.
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Reporting on other information including the Management Report

Management is responsible for the other information. The other information comprises the
Management Report and Corporate Governance Statement, but does not include the separate and
consolidated financial statements and our auditor’s report thereon.

Our opinion on the separate and consolidated financial statements does not cover the other
information.

In connection with our audit of the separate and consolidated financial statements, our responsibility is
to read the other information identified above and, in doing so, consider whether the other information
is materially inconsistent with the separate and consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

With respect to the Management Report and Corporate Governance Statement, we also performed
procedures required by the Accounting Act in Croatia. Those procedures include considering whether
the Management Report is prepared in accordance with the requirements of Article 21 and 24 of the
Accounting Act, and whether the Corporate Governance Statement includes the information specified
in Article 22 of the Accounting Act.

Based on the work undertaken in the course of our audit, in our opinion:

¢ the information given in the Management Report and the Corporate Governance Statement for the
financial year for which the separate and consolidated financial statements are prepared is
consistent, in all material respects, with the separate and consolidated financial statements;

e the Management Report has been prepared in accordance with the requirements of Article 21 and
24 of the Accounting Act; and

e the Corporate Governance Statement includes the information specified in Article 22 of the
Accounting Act.

In addition, in light of the knowledge and understanding of the Company and the Group and their
environment obtained in the course of the audit, we are required to report if we have identified material
misstatements in the Management Report, Corporate Governance Statement and other information that
we obtained prior to the date of this auditor’s report. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the separate
and consolidated financial statements

Management is responsible for the preparation and fair presentation of the separate and consolidated
financial statements in accordance with International Financial Reporting Standards as adopted by the
European Union and for such internal control as management determines is necessary to enable the
preparation of separate and consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the separate and consolidated financial statements, management is responsible for
assessing the Company’s and the Group’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 and the Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s and the Group’s
financial reporting process.
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Auditor’s responsibilities for the audit of the separate and consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the separate and consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these separate and consolidated financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the separate and consolidated 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’s and Group’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ 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 and Group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our independent auditor’s report to the related disclosures in the separate and consolidated
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 independent auditor’s report.
However, future events or conditions may cause the Company and the Group to cease to continue
as a going concern.

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

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

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 to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken
to eliminate threats or safeguards applied.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the separate and consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our independent
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on other legal and regulatory requirements
Appointment

We were first appointed as auditors of the Company and the Group on 17 July 2014. Our appointment
has been renewed annually by shareholder resolution with the most recent reappointment on 3 July
2020, representing a total period of uninterrupted engagement appointment of 7 years.

Forms in accordance with Regulatory Requirements

Based on the Ordinance on the form and content of financial statements and additional reports of
insurance and reinsurance companies (Official Gazette 37/16, 96/18, 50/19, 98/20), "Ordinance"), the
Management Board of the Company prepared forms for the Company and the Group presented in
section Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency,
entitled the Statement of financial position as at 31 December 2020, and the Statement of
comprehensive income, Statement of Cash flows (indirect method) and Statement of changes in equity
for the period from 1 January until 31 December 2020 together with information to reconcile the forms
to the Company's and the Group’s financial statements presented in the section Reconciliation of the
financial statements and statements for the Croatian Financial Services Supervisory Agency. The
Company's management is responsible for the preparation of these forms and information on
reconciliation and they do not represent an integral part of these audited financial statements, but
contain information required by the Ordinance. The financial information in the forms is derived from the
Company’s and the Group’s audited financial statements prepared in accordance with International
Financial Reporting Standards as adopted by the European Union as presented on pages 30 to
171 adjusted for the purposes of the Ordinance.

The engagement partner on the audit resulting in this independent auditor’s report is SiniSa DusSic.

PricewaterhouseCoopers d.o.0.
Heinzelova 70, Zagreb
07 April 2021

This version of our report is a translation from the original, which was prepared in Croatian language. All possible care has been
taken to ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of
information, views or opinions, the original language version of our report takes precedence over this translation.
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Statement of comprehensive income

for 2020
Company Company Group Group
Note 2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Gross written premiums 4 2,744,594 2,742,508 3,237,398 3,303,158
Premiums ceded to reinsurance and coinsurance 4 (248,776) (247,808) (277,861) (273,725)
ertt.en premiums, net of reinsurance and 4 2,495,818 2,494,700 2,959,537 3,029,433
coinsurance
Change |.n gross provisions for unearned 4 (13,442) 3,929 3767 (11,068)
premiums
Change in provision fqr unearned premiums, 4 16,510 (13,110) 16,234 (15,710)
reinsurance and coinsurance share
Earm‘ed premiums, net of reinsurance and 4 2,498,886 2,485,519 2,979,538 3,002,655
coinsurance
Commission and fee income 5 41,578 36,083 43,168 37,545
Finance income 6 408,679 406,620 498,950 486,149
Other operating income 7 41,418 46,693 172,721 162,128
Net operating income 2,990,561 2,974,915 3,694,377 3,688,477
Claims incurred 8 (2,016,952) (1,726,491) (2,289,926) (2,034,428)
Bemsurance and coinsurance share of claims 3 348,100 125,425 353,285 129,989
incurred
Clalm.s incurred, net of reinsurance and (1,668,852) (1,601,066) (1,936,641) (1,904,439)
coinsurance
Acquisition costs 9 (477,748) (512,063) (577,716) (620,748)
Administrative expenses 10 (389,786) (405,605) (583,136) (590,966)
Other operating expenses 11 (40,722) (44,543) (66,954) (67,797)
Finance costs 12 (139,313) (58,252) (148,679) (104,841)
Share in profit of associates - - 10,339 11,947
Profit before tax 274,140 353,386 391,590 411,633
Income tax 13 (44,551) (60,255) (63,388) (71,894)
Profit for the year 229,589 293,131 328,202 339,739

The accompanying notes form an integral part of these financial statements.
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Statement of comprehensive income (continued)

for 2020
Company Company Group Group
Note 2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Other comprehensive income for the year
Items that will not be recognised in profit or loss
Change in fair value of property for own use, net 24.3/i/ (216) 543 (5,511) 19,609
of deferred tax
Items that can be subsequently recognised in
profit or loss
Change in fair value of available-for-sale financial
assets, net of realised amounts and net of 24.3/ii/ (44,127) 243,437 (36,512) 250,064
deferred tax
Foreign exchange differences 24.3/ii/ (107) (30) 3,048 1,159
Other comprehensive income/(loss) for the year (44,450) 243,950 (38,975) 270,832
Total comprehensive income for the year 185,139 537,081 289,227 610,571
Profit attributable to:
- Company shareholders 229,589 293,131 327,902 339,392
- Non-controlling interest - - 300 347
229,589 293,131 328,202 339,739
Total comprehensive income attributable to:
- Company shareholders 185,139 537,081 288,931 610,122
- Non-controlling interest - - 296 449
185,139 537,081 289,227 610,571
Earnings per share attributable to the
Company's shareholders
Basic and diluted earnings per share (HRK) 14 - - 778,96 806.26

The accompanying notes form an integral part of these financial statements.
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Statement of financial position

as at 31 December 2020

Assets

Intangible assets

Deferred acquisition costs

Property and equipment

Investment property

Investments in subsidiaries, associates
and participation in joint ventures

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit

or loss
Loans and receivables
Reinsurance share in technical provisions
Deferred tax assets
Insurance contract and other receivables
Cash and cash equivalents

Total assets

Capital and reserves
Subscribed share capital
Premium on issued shares
Reserves

Revaluation reserve
Retained earnings

Equity attributable to shareholders of the

Company
Non-controlling interests

Total capital and reserves

Liabilities

Technical provisions

Provisions

Deferred tax liability

Financial liabilities

Liabilities arising from insurance
contracts, other liabilities and
deferred income

Current income tax liability

Total liabilities

Total capital, reserves and liabilities

Note

15
15.1
16
17

18

19
19

19
20
21
22
23

24
24.1

24.2
243

1.3

25
26
21
27

28

Company Company Group Group
31 Dec. 31 Dec. 31 Dec. 31 Dec.
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
96,858 36,993 107,873 48,727
208,350 226,110 247,354 268,986
552,906 641,461 874,386 906,627
456,653 367,521 1,013,247 873,653
376,516 279,111 76,593 77,590
2,082,335 2,172,387 2,169,783 2,315,261
4,536,162 4,446,779 5,123,648 4,912,345
421,553 493,577 459,435 518,625
1,018,935 1,205,330 1,171,522 1,352,160
474,869 213,533 488,265 226,379

- - 1,653 1,740

791,014 861,021 902,044 966,207
512,936 125,320 669,425 217,367
11,529,087 11,069,143 13,305,228 12,685,667
589,326 589,326 589,326 589,326
681,483 681,483 681,483 681,483
402,038 402,038 402,038 402,038
471,124 516,656 568,449 609,338
1,389,868 1,158,961 1,866,055 1,537,454
3,533,839 3,348,464 4,107,351 3,819,639
- - 12,654 12,553
3,533,839 3,348,464 4,120,005 3,832,192
7,035,256 6,730,428 8,036,019 7,693,668
86,539 102,717 97,959 114,287
35,980 45,117 84,756 80,898
284,278 271,667 323,892 302,016
548,849 557,719 622,611 634,011
4,346 13,031 19,986 28,595
7,995,248 7,720,679 9,185,223 8,853,475
11,529,087 11,069,143 13,305,228 12,685,667

The accompanying notes form an integral part of these financial statements.
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Statement of changes in equity

for 2020
Subscribed Pre‘mlum Revaluation Retained Total capital
Company . on issued Reserves .
share capital reserve earnings and reserves
shares
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Balance at 1 January 2019 589,326 681,483 402,038 273,429 864,948 2,811,224
Total comprehensive income for the year
Change in fair value of property for own use (Note 16) - - - 662 - 662
Deferred tax on change in fair value of property for own
use (Note 21) ) ) ) (119) ) (119)
Change in fair value of a\{allable—for-sale financial assets, ) ) ) 296,874 ) 296,874
net of amounts realised
Deferred tax on change in fair value of available-for-sale
financial assets, net of amounts realised (Note 21) ) ) ) (53,437) ) (53,437)
Foreign exchange differences on translation of foreign ) ) ) (30) ) (30)
operations
Other comprehensive income - - - 243,950 - 243,950
Profit for the year - - - - 293,131 293,131
Total comprehensive income for the year - - - 243,950 293,131 537,081
Transactions with owners, recognised directly in equity
Transfer due to depreciation and sale of revalued ) 3 ) (882) 382 )
property for own use
Deferred tax on transfer due to depreciation and sale of
- - - 159 - 159
revalued property for own use (Note 21)
Balance at 31 December 2019 589,326 681,483 402,038 516,656 1,158,961 3,348,464
Total comprehensive income for the year 589,326 681,483 402,038 516,656 1,158,961 3,348,464
Change in fair value of property for own use (Note 16) - - - (264) - (264)
Deferred tax on change in fair value of property for own
- - - 48 - 48
use (Note 21)
Change in fair value of a\{allable—for-sale financial assets, ) ) ) (53,813) ) (53,813)
net of amounts realized
Defer.red ta.x on change in fair value of av.allable»for»sale ) ) ) 9,686 ) 9,686
financial assets, net of amounts realised (Note 21)
Foreign exchange differences on translation of foreign ) ) ) (107) ) (107)
operations
Other comprehensive income - - - (44,450) - (44,450)
Profit for the year - - - - 229,589 229,589
Total comprehensive income for the year - - - (44,450) 229,589 185,139
Transactions with owners, recognised directly in equity - - - - - -
Transfer due to depreciation and sale of revalued ) ) ) (1,318) 1,318 B
property for own use
Deferred tax on transfer due to depreciation and sale of
- - - 236 - 236
revalued property for own use (Note 21)
Balance at 31 December 2020 589,326 681,483 402,038 471,124 1,389,868 3,533,839

The accompanying notes form an integral part of these financial statements.
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Statement of changes in equity (continued)

for 2020

Group

Balance at 1 January 2019

Total comprehensive income for the year

Change in fair value of property for own
use (Note 16)

Deferred tax on change in value of
property for own use (Note 21)

Change in fair value of available-for-sale
financial assets, net of amounts
realized

Deferred tax on change in fair value of
available-for-sale financial assets, net
of amounts realized (Note 21)

Foreign exchange differences on
translation of foreign operations

Other comprehensive income
Profit for the year

Total comprehensive income for the year

Transactions with owners, recognised
directly in equity

Dividends paid

Other transactions

Transfer due to depreciation and sale of
revalued property for own use

Deferred tax on transfer due to
depreciation and sale of revalued
property for own use (Note 21)

Balance at 31 December 2019

Total comprehensive income for the year

Change in fair value of property for own
use (Note 16)

Deferred tax on change in value of
property for own use (Note 21)

Change in fair value of available-for-sale
financial assets, net of amounts
realised

Deferred tax on change in fair value of
available-for-sale financial assets, net
of amounts realized (Note 21)

Foreign exchange differences on
translation of foreign operations

Other comprehensive income
Profit for the year

Total comprehensive income for the year

Transactions with owners, recognised
directly in equity

Dividends paid

Other transactions

Transfer due to depreciation and sale of
revalued property for own use

Deferred tax on transfer due to
depreciation and sale of revalued
property for own use (Note 21)

Balance at 31 December 2020

Subscribed Premium on Revaluation Retained N?n— Total capital
s Reserves X Total | controlling
share capital issued shares reserve earnings X and reserves
interest
in HRK'000 in HRK'O00 in HRK'0O00 in HRK'000 in HRK'000 in HRK'000| in HRK'000| in HRK'000
589,326 681,483 402,038 340,282 1,195,981 3,209,110 12,214 3,221,324
- - - 23,736 - 23,736 26 23,762
- - - (4,153) - (4,153) - (4,153)
- - - 303,955 - 303,955 58 304,013
- - - (53,949) - (53,949) - (53,949)
- - - 1,141 - 1,141 18 1,159
- - - 270,730 - 270,730 102 270,832
339,392 339,392 347 339,739
- - - 270,730 339,392 610,122 449 610,571
- - - - - - (113) (113)
- - - 33 7 40 3 43
- - - (2,074) 2,074 - - -
- - - 367 - 367 - 367
589,326 681,483 402,038 609,338 1,537,454 3,819,639 12,553 3,832,192
589,326 681,483 402,038 609,338 1,537,454 3,819,639 12,553 3,832,192
- - - (6,354) - (6,354) (7) (6,361)
- - - 850 - 850 - 850
- - - (45,265) - (45,265) (63) (45,328)
- - - 8,816 - 8,816 - 8,816
- - - 2,982 - 2,982 66 3,048
- - - (38,971) - (38,971) (4) (38,975)
- - - - 327,902 327,902 300 328,202
- - - (38,971) 327,902 288,931 296 289,227
- - - - - - (157) (157)
- - - - (1,625) (1,625) (38) (1,663)
- - - (2,324) 2,324 - - -
, - - 406 - 406 - 406
589,326 681,483 402,038 568,449 1,866,055 4,107,351 12,654 4,120,005

The accompanying notes form an integral part of these financial statements.
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Cash flow statement
for 2020

Cash flows from operating activities
Profit before tax

Adjustments for:

Depreciation and amortisation
Change in deferred acquisition costs
Net impairment of loans

Impairment of property and equipment

Impairment of shares in subsidiaries and

associates

Interest expense

Interest income

Dividend income and share in profit of
associates

Net foreign exchange differences on held-to-
maturity investments and loans

(Gains)/losses on sale of investment property
and tangible assets and changes in fair
value of investment property

Net provisions for legal disputes, termination
benefits, etc.

Gain on bargain purchase

Other adjustments

Cash flows before changes in operating
assets and liabilities

Changes in available-for-sale financial assets

Changes in financial assets at fair value
through profit or loss

Changes in loans and receivables

Changes in reinsurance share in technical
provisions

Changes in insurance contract and other
receivables

Changes in technical provisions

Payment of termination benefits, jubilee
awards and other provisions

Changes in insurance contract and other
liabilities and financial liabilities

Income tax paid

Changes in operating assets and liabilities

Net cash flows (used in)/from operating
activities

Company Company Group Group
Note 2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
274,140 353,386 391,590 411,633
15, 16 57,063 57,935 81,982 78,171
15.1 17,760 25,293 21,632 19,717
6,12.1 (14,244) (11,204) (14,624) (11,339)
7,11 325 (6,352) 2,430 (6,609)
12.1 (376) (32,182) - -
12 10,651 10,253 12,145 11,706
6.1. (92,372) (119,632) (83,965) (112,152)
(25,698) (44,953) (19,749) (37,538)

6.4
123 (18,662) (5,132) (18,712) (5,033)
16,675 15,666 (1,044) 163
12,772 26,500 14,403 31,239
18.3 - - (5,628) -
4,561 1,779 18,117 16,648
242,595 271,357 398,577 396,606
(143,196) (452,747) (256,568) (581,717)
72,024 111,466 59,190 122,414
178,265 (240,447) 172,665 (284,299)
(261,336) 2,026 (261,886) 8,001
(7,805) 9,117 (12,099) 8,954
304,828 126,081 342,351 228,164
(28,950) (22,647) (30,978) (24,967)
(8,916) (28,818) (13,676) (15,086)
(51,376) (51,025) (68,716) (59,403)
53,538 (546,994) (69,717) (597,939)
296,133 (275,637) 328,860 (201,333)

The accompanying notes form an integral part of these financial statements.
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Cash flow statement (continued)

for 2020

Continued:

Cash flows from investing activities
Proceeds from sale of tangible assets
Purchase of tangible assets

Proceeds from sale of intangible assets
Purchase of intangible assets

Proceeds from sale of investment property

Purchase of investment property

Acquisition of subsidiaries (net of cash
acquired)

Capital increase of subsidiaries

Proceeds from held- to-maturity investments
Purchase of held- to-maturity investments
Proceeds from dividends and share in profit

Proceeds received from short-term and long-
term loans granted

Short-term and long-term loans granted
Interest income received

Net cash flows from investing activities
Cash flows from financing activities

Cash outflows for repayment of principal
element of lease liabilities

Cash outflows for payment of share in profit
(dividend)

Net cash flows from financing activities

Cash and cash equivalents at beginning of
period
Cash and cash equivalents at end of period

Net (decrease)/ increase in cash and cash
equivalents

Company Company Group Group

Note 2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000

2,613 5,417 2,178 17,912

(19,926) (25,969) (46,376) (57,524)

- 628 70 628

(78,165) (27,541) (79,808) (29,715)

80,780 16,750 81,330 16,750

(24,369) (4,259) (28,240) (7,032)

18.3 (78,897) - (77,987) -
18.3 (18,132) - - -
292,133 258,164 365,269 283,893

(191,657) (386,589) (207,437) (387,959)

25,443 43,886 9,155 24,524

72,118 66,604 73,857 47,126

(48,756) (21,590) (29,143) (35,328)

98,364 125,818 89,440 115,571

111,549 51,319 152,308 (11,154)

(20,066) (19,096) (28,953) (25,770)

- (980) (157) (1,093)

(20,066) (20,076) (29,110) (26,863)

23 125,320 369,714 217,367 456,717
23 512,936 125,320 669,425 217,367
387,616 (244,394) 452,058 (239,350)

The accompanying notes form an integral part of these financial statements.
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Notes to the financial statements
1. GENERAL INFORMATION ON THE COMPANY

1.1. Legal framework, activities and employees

CROATIA osiguranje d.d., Zagreb, Vatroslava Jagi¢a 33 (the “Company”) is registered in the Court Register of
the Commercial Court in Zagreb under the Company’s Court Reg. No. (“MBS”) 080051022 and PIN (“OIB”)
26187994862.

The Company's principal activity is non-life and life insurance business and reinsurance business in the non-
life insurance group. Since 2004 the Company’s shares have been listed at Official Market of the Zagreb Stock
Exchange, Zagreb.

The Company is the parent company of the CROATIA osiguranje d.d. Group (the "Group").
Company is majorly owned by ADRIS GRUPA d.d., Rovinj and is included in the consolidated financial

statements of ADRIS GRUPA d.d. which are available on the ADRIS GRUPA d.d.’s website, Zagreb Stock
Exchange and the Officially appointed mechanism for the central storage of regulated information.

Average number of employees of the Company is 2,222 (2019: 2,248), and of the Group 3,362 (2019: 3,404).

1.2. Company bodies

The Company's bodies are the General Assembly, the Supervisory Board and the Management Board.

Members of the Supervisory Board:

e Robert Skopac

e  Zeljko Lovrincevi¢, PhD
e Vitomir Palinec

e  Damir Vandeli¢

e Hrvoje Patajac

e Vlasta Pavlic¢evi¢

Members of the Management Board:

e  Davor Tomaskovié
e  Robert Vuckovi¢

e  Miroslav Klepac

e Luka Babi¢

e Vanco Balen

President

Viceesident

Member

Member until 31 December 2020
Member

Member

President

Member

Member until 17 April 2020
Member from 18 April 2020
Member from 18 April 2020
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1.3. Subsidiaries

The Group consolidated the following entities as at 31 December 2020:

Group

Subsidiaries registered in Croatia
which are consolidated:

Croatia premium d.o.o., Zagreb
Histria Construct d.o.o., Zagreb
Core 1d.o.0., Zagreb

Razne usluge d.o.o. (currently being
wound up), Zagreb

Auto Maksimir Vozila d.o.o., Zagreb

AK Polica d.o.o., Varazdin

CO Zdravlje d.o.o., Zagreb

- CROATIA Poliklinika Zagreb
Croatia-Tehnicki pregledi d.o.o., Zagreb
- Herz d.d., PoZega
- Slavonijatrans-Tehnicki pregledi
d.o.o., Sl. Brod
- STP Pitomaca, Pitomaca
- STP Blato
- Autoprijevoz d.d.
- Crotehna d.o.o., Ljiubuski
- Ponte d.o.o0., Mostar
Croatia osiguranje mirovinsko drustvo
d.o.o., Zagreb
ASTORIA d.o.0.
Subsidiaries registered abroad which
are consolidated:
Milenijum osiguranje a.d.o., Belgrade
Croatia osiguranje d.d., Mostar
- Croatia remont d.d.,
Capljina***
- Croauto d.o.o., Mostar
- Hotel Hum d.o.o., Liubuski**
Croatia osiguranje d.d., drustvo za
osiguranje nezivota, Skopje
Croatia osiguranje d.d., drustvo za
osiguranje Zivota, Skopje

* MOT - Motor vehicle examination stations

Principal activity

Real estate
Real estate
Real estate

Insurance agency
Insurance agency

Consulting and
services

Healthcare
MOT*
MOT

MOoT

MOT
MOT
MOoT
MOoT
MOoT

Fund management

Real estate

Insurance
Insurance

MOT

MOT
Hospitality

Insurance

Insurance

31 December 2020

Shares Shares held
directly Shares by non-
held by the .
held by controlling
Group .

parent interests

(%) (%) (%)

100 100 -

100 100 -
100 100

100 100 -

100 100 -

100 100 -

100 100 -

100 -

100 100 -

- 100 -

- 76 24

- 100 -

- 100 -

- 79.12 20.88

- 100 -

- 100 -

100 100 -

100 100 -

100 100 -

95.02 95.02 4.98

- 69.79 30.21

- 66.79 33.21

- 80 20

100 100 -

95 100 -

** Croatia osiguranje d.d. Mostar holds an 80% share, and CROTEHNA d.o.0. Ljubuski holds an 20% share

*** Crotehna d.o.o., Ljubuski additionally holds an 0.87% share of Croatia remont d.d.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of significant accounting policies adopted in the preparation of financial statements is set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

Hereinafter, the policies applied by the Group also mean the policies applied by the Company, unless
otherwise stated.

2.1. Statement of compliance and basis of presentation

The financial statements for 2020 have been prepared in accordance with the Accounting Act (Official Gazette
78/15, 134/15, 120/16, 116/18, 42/20 and 47/20) and International Financial Reporting Standards ('IFRS') as
adopted in the European Union and in accordance with the Ordinance on the structure and content of the
financial statements for insurance or reinsurance companies (Official Gazette 37/16, 96/18, 50/19 and
98/20).

These are consolidated financial statements of the Group that also include separate financial statements of
the Company (“Parent” of the Group) as defined in International Accounting Standard 27 “Separate Financial
Statements” and International Financial Reporting Standard 10 “Consolidated financial statements”.

2.2. Basis of preparation

The consolidated and separate financial statements of the Company and the Group have been prepared in
conformity with International Financial Reporting Standards (IFRS) as adopted in the EU and IFRS
Interpretations Committee (IFRS IC) interpretations applicable to companies reporting under IFRS. The
consolidated and separate financial statements have been prepared under the historical cost convention, as
modified by the revaluation of land and buildings, investment property, available-for-sale financial assets,
and financial assets at fair value through profit or loss.

The preparation of financial statements in conformity with IFRS as adopted in the EU requires the use of
certain critical accounting estimates. It also requires the Management Board to exercise its judgement in the
process of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated and separate
financial statements, are disclosed in Note 2.35.

2.3. Adoption of new and amended International Financial Reporting Standards ("IFRSs")

The accounting policies adopted are consistent with those of the previous financial year, unless otherwise
stated and disclosed.

The Group has adopted the following new and amended IFRS and IFRIC interpretations during the year which
were endorsed by the EU. When the adoption of the standard or interpretation is deemed to have an impact
on the financial statements or performance of the Group, its impact is described below.

(a) New and amended standards adopted by the Group:

e COVID-19-Related Rent Concessions Amendment to IFRS 16 issued on 28 May 2020 and effective
for annual periods beginning on or after 1 June 2020.

The amendment provides lessees with relief in the form of an optional exemption from assessing whether a
rent concession related to COVID-19 is a lease modification. Lessees can elect to account for rent concessions
in the same way as if they were not lease modifications. The practical expedient only applies to rent
concessions occurring as a direct consequence of the COVID-19 pandemic and only if all of the following
conditions are met: the change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately preceding the change;
any reduction in lease payments affects only payments due on or before 30 June 2021; and there is no
substantive change to other terms and conditions of the lease.

The Group had no material lease reliefs and did not applied this practical expedient.
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The following amended standards became effective from 1 January 2020, but did not have any material
impact on the Group:
e Amendments to the Conceptual Framework for Financial Reporting (issued on 29 March 2018 and
effective for annual periods beginning on or after 1 January 2020).
e Definition of a business — Amendments to IFRS 3 (issued on 22 October 2018 and effective for
acquisitions from the beginning of annual reporting period that starts on or after 1 January 2020).
e Definition of materiality — Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and effective
for annual periods beginning on or after 1 January 2020).
e Interest rate benchmark reform - Amendments to IFRS 9, IAS 39 and IFRS 7 (issued on 26 September
2019 and effective for annual periods beginning on or after 1 January 2020).

(b) Standards and interpretations not yet adopted:

Certain new standards and interpretations have been published that are not mandatory for 31 December
2020 reporting periods and have not been early adopted by the Group. The Group’s assessment of the impact
of these new standards and interpretations is set out below:

e |FRS 17 Insurance contracts (effective for annual periods beginning on or after January 1, 2023).

IFRS 17 was issued in May 2017 as a replacement for IFRS 4 Insurance Contracts. The Standard requires a
measurement model based on current best estimates, whereby estimates are remeasured in each reporting
period. The contracts are measured by using the following parameters:

e discounted probability-weighted cash flows

o explicit risk adjustment for unfulfillment of estimated cash flows

e contractual service margin - CSM which represents the unearned profit under the contract which is
recognised as income over the coverage period of the insurance contract.

According to the Standard, the Group may choose where to present the change in the discount rates - either
in profit or loss or in other comprehensive income. The final choice will reflect the manner in which insurers
disclose their financial assets in accordance with IFRS 9.

An alternative, simplified approach to premium allocation is permitted for the liability for remaining coverage
for insurance contracts with short-term coverage, frequently drawn up by non-life insurers.

A variation of the general measurement model, called the "variable fee approach", is also envisaged, which
can be applied to certain life insurance contracts where the policyholders participate in the returns from the
underlying contracts. When applying the variable fee approach, the insurer's share of the fair value changes
is included in the contractual service margin. Consequently, the results of the insurers using this model are
likely to be less volatile than under the general measurement model.

Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for annual periods
beginning on or after 1 January 2023).

The amendments include a number of clarifications intended to ease implementation of IFRS 17, simplify
some requirements of the standard and transition. The amendments relate to eight areas of IFRS 17, and they
are not intended to change the fundamental principles of the standard. The following amendments to IFRS
17 were made:

e fFffective date: The effective date of IFRS 17 (incorporating the amendments) has been deferred by
two years to annual reporting periods beginning on or after 1 January 2023; and the fixed expiry
date of the temporary exemption from applying IFRS 9 in IFRS 4 has also been deferred to annual
reporting periods beginning on or after 1 January 2023.

e  Expected recovery of insurance acquisition cash flows: An entity is required to allocate part of the
acquisition costs to related expected contract renewals, and to recognise those costs as an asset
until the entity recognises the contract renewals. Entities are required to assess the recoverability
of the asset at each reporting date, and to provide specific information about the asset in the notes
to the financial statements.

e Contractual service margin attributable to investment services: Coverage units should be identified,
considering the quantity of benefits and expected period of both insurance coverage and investment
services, for contracts under the variable fee approach and for other contracts with an ‘investment-
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return service’ under the general model. Costs related to investment activities should be included as
cash flows within the boundary of an insurance contract, to the extent that the entity performs such
activities to enhance benefits from insurance coverage for the policyholder.

e Reinsurance contracts held — recovery of losses: When an entity recognises a loss on initial
recognition of an onerous group of underlying insurance contracts, or on addition of onerous
underlying contracts to a group, an entity should adjust the contractual service margin of a related
group of reinsurance contracts held and recognise a gain on the reinsurance contracts held. The
amount of the loss recovered from a reinsurance contract held is determined by multiplying the loss
recognised on underlying insurance contracts and the percentage of claims on underlying insurance
contracts that the entity expects to recover from the reinsurance contract held. This requirement
would apply only when the reinsurance contract held is recognised before or at the same time as
the loss is recognised on the underlying insurance contracts.

e  Other amendments: Other amendments include scope exclusions for some credit card (or similar)
contracts, and some loan contracts; presentation of insurance contract assets and liabilities in the
statement of financial position in portfolios instead of groups; applicability of the risk mitigation
option when mitigating financial risks using reinsurance contracts held and non-derivative financial
instruments at fair value through profit or loss; an accounting policy choice to change the estimates
made in previous interim financial statements when applying IFRS 17; inclusion of income tax
payments and receipts that are specifically chargeable to the policyholder under the terms of an
insurance contract in the fulfilment cash flows; and selected transition reliefs and other minor
amendments.

The Group has started the IFRS 17 implementation project, monitors the process of updating IFRS 17 by the
International Accounting Standards Board (IASB), and performs an impact assessment on its financial
statements together with an assessment of the effects of IFRS 9. The Group expects the new standard to
result in a material change in accounting policies for insurance contract liabilities, will have an impact on
profit and equity, and will result in changes in presentation and disclosures in the financial statements. Given
the significant impact of the standard, the Group has hired additional resources in terms of human resources
(experts) and is in the process of developing IT systems to meet the requirements of the standard. At the
balance sheet date, given the early stage of the implementation project, the potential combined effect of the
two standards on the financial position and performance of the Company and the Group cannot be calculated
at this time and more detailed assessments of the impact of the standard on the financial statements will be
made during the following periods. The Company and the Group intend to adopt the standard with the
effective date.

e IFRS 9 Financial instruments and associated amendments to various other standards (effective for
annual periods beginning on or after 1 January 2018 or later for insurance companies with the
exception for insurance companies until 1 January 2023 when the adoption of the new insurance
standard is expected) and Amendment of IFRS 4 — Applying of IFRS 9 Financial instruments with IFRS
4 Insurance contracts ( in May 2020, the IASB decided to defer the effective date of IFRS 9 to periods
beginning on or after 1 January 2023, in order to be implemented together with IFRS 17).

IFRS 9 addresses the classification, measurement and derecognition of financial assets and financial liabilities
and introduces new rules for hedge accounting. In December 2014, IASB made further changes to the
classification and measurement rules and also introduced a new impairment model.

In 2016, the IASB adopted an amendment to IFRS 4 that allows insurers to apply IAS 39 instead of IFRS 9 for
annual periods beginning before IFRS 17 comes into force, provided that certain prerequisites are met. These
prerequisites applying to entities whose activities are predominantly connected with insurance, are met by
the Group, and the Management intends to use this option to defer the application of IFRS 9.
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e Sale or Contribution of Assets between an Investor and its Associate or Joint Venture — Amendments
to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods beginning on or
after a date to be determined by the IASB).

These amendments address an inconsistency between the requirements in IFRS 10 and those in IAS 28 in
dealing with the sale or contribution of assets between an investor and its associate or joint venture. The
main consequence of the amendments is that a full gain or loss is recognised when a transaction involves a
business. A partial gain or loss is recognised when a transaction involves assets that do not constitute a
business, even if these assets are held by a subsidiary.

e C(lassification of liabilities as current or non-current — Amendments to IAS 1 (issued on 23 January
2020 and effective for annual periods beginning on or after 1 January 2022).

These narrow scope amendments clarify that liabilities are classified as either current or non-current,
depending on the rights that exist at the end of the reporting period. Liabilities are non-current if the entity
has a substantive right, at the end of the reporting period, to defer settlement for at least twelve months.
The guidance no longer requires such a right to be unconditional. Management’s expectations whether they
will subsequently exercise the right to defer settlement do not affect classification of liabilities. The right to
defer only exists if the entity complies with any relevant conditions as of the end of the reporting period. A
liability is classified as current if a condition is breached at or before the reporting date even if a waiver of
that condition is obtained from the lender after the end of the reporting period. Conversely, a loan is classified
as non-current if a loan covenant is breached only after the reporting date. In addition, the amendments
include clarifying the classification requirements for debt a company might settle by converting it into equity.
‘Settlement’ is defined as the extinguishment of a liability with cash, other resources embodying economic
benefits or an entity’s own equity instruments. There is an exception for convertible instruments that might
be converted into equity, but only for those instruments where the conversion option is classified as an equity
instrument as a separate component of a compound financial instrument. The Company and the Group are
currently assessing the impact of the amendments on its consolidated financial statements.

e C(lassification of liabilities as current or non-current, deferral of effective date — Amendments to IAS
1 (issued on 15 July 2020 and effective for annual periods beginning on or after 1 January 2023).

The amendment to IAS 1 on classification of liabilities as current or non-current was issued in January 2020
with an original effective date 1 January 2022. However, in response to the Covid-19 pandemic, the effective
date was deferred by one year to provide companies with more time to implement classification changes
resulting from the amended guidance.

e Proceeds before intended use, Onerous contracts — cost of fulfilling a contract, Reference to the
Conceptual Framework — narrow scope amendments to IAS 16, IAS 37 and IFRS 3, and Annual
Improvements to IFRSs 2018-2020 — amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41 (issued on 14
May 2020 and effective for annual periods beginning on or after 1 January 2022).

The amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any proceeds
received from selling items produced while the entity is preparing the asset for its intended use. The
proceeds from selling such items, together with the costs of producing them, are now recognised in profit or
loss. An entity will use IAS 2 to measure the cost of those items. Cost will not include depreciation of the
asset being tested because it is not ready for its intended use. The amendment to IAS 16 also clarifies that
an entity is ‘testing whether the asset is functioning properly’ when it assesses the technical and physical
performance of the asset.
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The financial performance of the asset is not relevant to this assessment. An asset might therefore be capable
of operating as intended by management and subject to depreciation before it has achieved the level of
operating performance expected by management.

The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract’. The amendment explains that
the direct cost of fulfilling a contract comprises the incremental costs of fulfilling that contract; and an
allocation of other costs that relate directly to fulfilling. The amendment also clarifies that, before a separate
provision for an onerous contract is established, an entity recognises any impairment loss that has occurred
on assets used in fulfilling the contract, rather than on assets dedicated to that contract.

IFRS 3 was amended to refer to the 2018 Conceptual Framework for Financial Reporting, in order to
determine what constitutes an asset or a liability in a business combination. Prior to the amendment, IFRS 3
referred to the 2001 Conceptual Framework for Financial Reporting. In addition, a new exception in IFRS 3
was added for liabilities and contingent liabilities. The exception specifies that, for some types of liabilities
and contingent liabilities, an entity applying IFRS 3 should instead refer to IAS 37 or IFRIC 21, rather than the
2018 Conceptual Framework. Without this new exception, an entity would have recognised some liabilities
in a business combination that it would not recognise under IAS 37. Therefore, immediately after the
acquisition, the entity would have had to derecognise such liabilities and recognise a gain that did not depict
an economic gain. It was also clarified that the acquirer should not recognise contingent assets, as defined
in IAS 37, at the acquisition date.

The amendment to IFRS 9 addresses which fees should be included in the 10% test for derecognition of
financial liabilities. Costs or fees could be paid to either third parties or the lender. Under the amendment,
costs or fees paid to third parties will not be included in the 10% test.

Illustrative Example 13 that accompanies IFRS 16 was amended to remove the illustration of payments from
the lessor relating to leasehold improvements. The reason for the amendment is to remove any potential
confusion about the treatment of lease incentives.

IFRS 1 allows an exemption if a subsidiary adopts IFRS at a later date than its parent. The subsidiary can
measure its assets and liabilities at the carrying amounts that would be included in its parent’s consolidated
financial statements, based on the parent’s date of transition to IFRS, if no adjustments were made for
consolidation procedures and for the effects of the business combination in which the parent acquired the
subsidiary. IFRS 1 was amended to allow entities that have taken this IFRS 1 exemption to also measure
cumulative translation differences using the amounts reported by the parent, based on the parent’s date of
transition to IFRS. The amendment to IFRS 1 extends the above exemption to cumulative translation
differences, in order to reduce costs for first-time adopters. This amendment will also apply to associates and
joint ventures that have taken the same IFRS 1 exemption.

The Company and the Group are currently assessing the impact of the amendments on its consolidated
financial statements.

e Interest rate benchmark (IBOR) reform — phase 2 amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 (issued on 27 August 2020 and effective for annual periods beginning on or after 1 January
2021).

The Phase 2 amendments address issues that arise from the implementation of the reforms, including the
replacement of one benchmark with an alternative one. The amendments cover the following areas:

e Accounting for changes in the basis for determining contractual cash flows as a result of IBOR reform:

For instruments to which the amortised cost measurement applies, the amendments require

entities, as a practical expedient, to account for a change in the basis for determining the contractual

cash flows as a result of IBOR reform by updating the effective interest rate using the guidance in

paragraph B5.4.5 of IFRS 9. As a result, no immediate gain or loss is recognised. This practical

expedient applies only to such a change and only to the extent it is necessary as a direct consequence

of IBOR reform, and the new basis is economically equivalent to the previous basis. Insurers applying

the temporary exemption from IFRS 9 are also required to apply the same practical expedient. IFRS
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16 was also amended to require lessees to use a similar practical expedient when accounting for
lease modifications that change the basis for determining future lease payments as a result of IBOR
reform.

e End date for Phase 1 relief for non-contractually specified risk components in hedging relationships:
The Phase 2 amendments require an entity to prospectively cease to apply the Phase 1 reliefs to a
non-contractually specified risk component at the earlier of when changes are made to the non-
contractually specified risk component, or when the hedging relationship is discontinued. No end
date was provided in the Phase 1 amendments for risk components.

e Additional temporary exceptions from applying specific hedge accounting requirements: The Phase
2 amendments provide some additional temporary reliefs from applying specific IAS 39 and IFRS 9
hedge accounting requirements to hedging relationships directly affected by IBOR reform.

e Additional IFRS 7 disclosures related to IBOR reform: The amendments require disclosure of: (i) how
the entity is managing the transition to alternative benchmark rates, its progress and the risks arising
from the transition; (ii) quantitative information about derivatives and non-derivatives that have yet
to transition, disaggregated by significant interest rate benchmark; and (iii) a description of any
changes to the risk management strategy as a result of IBOR reform.

Unless otherwise described above, the new standards and interpretations are not expected to affect
significantly the separate and consolidated financial statements of the Company and the Group.
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2.4. Critical accounting judgements and key sources of estimation uncertainty

In preparing these financial statements, certain estimates were used which influence the presentation of
assets and liabilities of the Group, the income and expenses of the Group and the disclosure of contingent
liabilities of the Group.

Future events and their effects cannot be reliably anticipated, and therefore actual results may differ from
these estimates. The accounting estimates used in the preparation of the financial statements are subject to
change as new events occur, as more experience is gained, additional information is obtained and due to the
changing environment in which the Group operates.

The key estimates used in applying accounting policies in the preparation of the financial statements relate
to impairment losses on loans and receivables, calculation of technical provisions and determining fair value
of investment property.

Information about the assessments of the Management regarding the application of IFRS, which have a
significant impact on the financial statements, and the information about the estimates with a high risk of
likely significant adjustment in the next year, is presented in Note 2.35.

Impact of the COVID-19 outbreak on the Company's operations

The existence of the coronavirus (COVID-19) was confirmed in early 2020 and spread to mainland China and
beyond, and in late February 2020 to Croatia, causing disruption in business and economic activities.

From the information available at the time of preparation of these financial statements and based on
numerous publicly available macroeconomic projections (CNB), despite the improvement in the
epidemiological situation in the third quarter of 2020, the subsequent unfavourable development of the
epidemiological situation has impact on a strong slowdown in recovery in the last quarter and this trend is
expected to continue in early 2021. It is expected that the pandemic will be relatively successfully controlled
during 2021, and with the application of an effective vaccine, the gradual recovery of economic activity could
begin in the second quarter.

The recovery in personal consumption affects the demand for insurance services since the volume of
insurance premiums written is related to GDP trends.
In addition, Group has identified the following key areas that could be affected by adverse economic
conditions:

e volatility of comprehensive income from investments, as a result of developments on the financial

markets,
e increased credit risk and increased impairment provisions for insurance receivables,
e increased number of life insurance policy surrenders.

Despite the unfavourable economic situation caused by COVID 19, there was no significant decline in
premium income as well as the collection of claims under insurance contracts. The moratorium on
foreclosures that was in force during 2020, reduced the forced collection of receivables, but did not have a
significant adverse impact on the liquidity of the Company and the Group.

As part of the own risk and solvency assessment process (ORSA), a scenario of prolonged impact of the COVID-
19 pandemic was created, which includes a graded analysis of the possible impact of the pandemic on
business, results and solvency ratio of the Company and the Group, taking into consideration current
knowledge about the impact of the pandemic, and also the measures which can be taken to minimize
negative impacts as much as possible. The results of the scenario imply a certain decrease in the solvency
ratio, but it should remain at levels significantly higher than the regulatory ones, and the Company’s and the
Group's solvency should not be questioned in any way. Also, last solvency calculation for the Company and
the Group which was performed as at 31.12.2020. showed that despite the negative effects of COVID-19, the
Company and the Group is still operating with a very high solvency ratio of 268% for the Company (as at
31.12.2019.: 277%) and 229% for the Group (31.12.2019.: 239%). Regarding liquidity, the Company and the
Group still have the satisfactory amounts of liquid resources that are sufficient for discharging all obligations
that have become due and also has at its disposal instruments available for obtaining additional liquidity if
necessary.

The Company will continue to actively monitor the development of the COVID-19 outbreak and if it should
be considered to significantly affect the Company’s business and financial position, it will fully comply with
the Capital Market Act.
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Earthquakes in the area of the Republic of Croatia

On 22 March 2020, in the area of the City of Zagreb and on 29 December 2020, in the area of the City of
Petrinja, a series of earthquakes were recorded. In some insurance contracts, the Group also provides
insurance for earthquake insurance risk. The amount of claims from Group’s insurance contracts caused by
this event (after reinsurance) amount to more than HRK 40m per individual event, i.e. a total to more than
HRK 80m (after reinsurance).

The earthquake also affected the valuation of investment property and property and equipment. An
independent appraisal of investment property was performed by external appraisers to determine fair value
at 31 December 2020 and the effects are shown in Note 17. Also, in 2020, the Group reviewed property and
equipment whether there are indications of impairment (including possible impairment due to earthquakes)
and the effects are presented in Note 16.

Decision of the Supreme Court of the Republic of Croatia on increase of Orientation criteria for determining
the amount of fair financial compensation for immaterial damages

As at 15.6.2020 the Supreme Court of the Republic of Croatia has adopted a decision on increase of
Orientation criteria for determining the amount of fair financial compensation for immaterial damages, by
50%, and it will be applied to all future compensation proceedings, but also at those that are in progress. This
decision led to an increase in technical provisions from insurance that is, it has an effect on profit before tax
(after reinsurance) in the reporting period in the amount of over HRK 80m. In addition to the effect on the
reporting period, the consequences of the decision are higher future expenses for insurance claims.

2.5. Consolidation

The consolidated financial statements comprise the Company and its subsidiaries (together "the Group").

Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group
is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group and are de-consolidated from the date that control ceases.

Transactions eliminated at consolidation

Balances and transactions between Group members and any unrealised income and expenses arising from
intragroup transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses
are also eliminated in the same way as unrealised gains, but only if there are no indicators of impairment.

Non-controlling interests

Non-controlling interests in subsidiaries are included in the total equity of the Group.

Losses applicable to non-controlling interests in subsidiaries are added to non-controlling interests in
situations where this causes non-controlling interests to be disclosed with negative value. The reconciliation
of non-controlling interest is based on the proportionate amount of the net assets of the subsidiary, with no
adjustment to goodwill and recognition of profit or loss in the income statement.

Loss of control

At the moment of loss of control, the Group derecognises assets and liabilities of subsidiaries, interests of
minority shareholders and other elements of equity related to the subsidiary. Any surplus or deficit arising
on the loss of control is recognised in profit or loss. If the Group retains any share in the subsidiary, such share
is measured at fair value at the date that control ceases. After that, this is reported as an investment valued
using the equity method or as available-for-sale financial assets, depending on the level of influence retained.

Joint arrangements

The Group applies IFRS 11 to all joint arrangements. Under IFRS 11 investments in joint arrangements are
classified as either joint operations or joint ventures depending on the contractual rights and obligations of
each investor. The Group has assessed the nature of its joint arrangements and determined them to be joint
ventures. Joint ventures are accounted for using the equity method.
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Merger of entities under common control

A merger or a business combination involving business entities under common control is a business combination
in which all of the combining business entities are controlled by the same party (or parties) both before and after
the business combination, and that control is not transitory. The predecessor method of accounting is used to
account for the mergers of entities under common control. According to the predecessor method of accounting,
the carrying amount of the assets (including goodwill, if any) and liabilities of the acquired or merged company (or
the company that has ceased to exist as a result of the merger) are transferred to the successor company from the
consolidated financial statements of the highest entity that has common control and which prepares consolidated
financial statements or a lower level entity if justified.

The merged entity’s results and balance sheet are incorporated prospectively from the date on which the merger
or business combination between entities under common control occurred.

On the date of the merger, inter-company transactions, balances and unrealised gains and losses on mutual
transactions are eliminated.

The difference between the transferred fee and the carrying amount of the net assets of the acquired company is
recognised in equity (in retained earnings).

2.6. Presentation currency

The Group’s financial statements are presented in Croatian kuna (HRK) as the functional currency of the
Company and subsidiaries in Croatia and presentation currency of the Group.

2.7. Foreign currency transactions

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the date of the transaction. Monetary assets and liabilities denominated in foreign currency are translated
into the functional currency using the exchange rate effective at the reporting day. Non-monetary assets and
liabilities denominated in foreign currency and measured at fair value are translated into the functional
currency using the exchange rate effective on the date their fair value is determined.

Changes in the fair value of monetary securities denominated in or linked to a foreign currency and classified
as available-for-sale are analysed between translation differences resulting from changes in the amortised
cost of the security and other changes in the carrying amount of the security. Foreign exchange rate
differences resulting from the conversion of monetary assets and liabilities are recognised through profit or
loss and are presented within finance income or finance cost. As at 31 December 2020, the official HRK
exchange rate was HRK 7.536898 for EUR 1 (31 December 2019: HRK 7.442580).

2.8. Gross premium written

Ji/ Gross written premiums represent basic operating revenue and they comprise the non-life and life
insurance written premiums.

[ii/ Non-life insurance gross written premiums include all amounts of premiums written in the current
accounting period, irrespective of the fact whether these amounts partially or completely pertain to a later
accounting period.

Non-life insurance gross written premiums include all gross premiums written in the accounting period, whose
beginning of the insurance year falls within the accounting period, irrespective of the fact whether they pertain
in whole or in part to later accounting periods. The premiums are presented in gross amounts, that is, they
include brokers’ commissions, but exclude taxes and charges levied with premiums. Written premiums include
the adjustment of the premium written in the prior accounting periods as well as estimates of premiums written
at the end of the period. Written premiums, that is, gross written premiums and unearned premiums include
adjustments for the write-off of receivables from policyholder as a result of insurance termination. Net
impairment losses on receivables for premium of the insured party are recognised as a deduction of gross
written premium.

The earned portion of received premiums is recognised as income. Premiums are earned from the date of
the risk occurrence during the insurance period, based on the assumption of risk patterns.

[iii/ Life insurance gross written premiums include all amounts of premiums collected until the end of
the accounting period.

In accordance with the exception permitted by IFRS 4, life insurance premiums are recorded in books on a
cash basis, Supplemental insurance premiums are also recorded on a cash basis.
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2.9. Investment income and expenses

Ji/ Investment income comprises the income realised through participating interests (dividends, profit
share), gains on investments in land and buildings, interest income, unrealised gains on investments at fair
value through profit or loss, gain on sale of investment, net foreign exchange gains and other gains on
investment.

Gains on investments in land and buildings consist of income realized due to an increase in the value of land
and buildings, gains on sale of land and buildings, land and buildings rental income and other gains on
investments in land and buildings. Land and buildings rental income and income from other operating leases
are recognised in profit or loss on a straight-line basis over the entire term of the lease.

Interest income is recognised in the income statement as it accrues, taking into account the effective yield
on the assets. Interest on monetary assets at fair value through profit or loss is recognized using the effective
interest rate method and is presented in interest income. Dividend income is recognised in the income
statement on the date that the dividend is declared. The accounting policy in relation to the finance income
recognition is disclosed in Note 2.17 “Financial instruments”.

i/ Investment expenses include interest expense, investment impairment, losses realised on the sale
of investments, net foreign exchange losses and other investment expenses.

2.10. Claims incurred

Claims incurred include settled amounts for claims, plus claims provisions, mathematical provisions, other
technical provisions and special provisions for life insurance where the policyholder bears the investment risk
in the accounting period.

Gross claims paid include the costs related to claims payment (appraisals, attorneys’ fees, staff costs of the
claims management sector etc.), surrenders and recourse claims expenditures.

2.11. Operating expenses

Operating expenses include the costs of insurance sale and administration costs. The sales costs include all
direct costs incurred in concluding insurance contracts, such as agents’ costs, costs of salaries of sales staff,
commissions and marketing costs.

Non-life insurance commission expenses are recognised on a straight-line basis over the accounting period in
accordance with the recognition of the premium income to which they relate. Commission expenses for non-
life insurances are recognised on a pay-as-you-go basis. Administration costs include the costs incurred in
connection with portfolio management, expenses for employees as well as other material and non-material
costs.
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2.12. Intangible assets

Intangible assets are initially carried at cost, which includes the purchase price, including import duties and
non-refundable tax after deducting trade discounts and rebates, as well as all other costs directly attributable
to bringing the asset to their working condition for their intended use.

Non-current intangible assets are recognised if it is probable that future economic benefits associated with
the item will flow to the Group, if the cost of the asset can be reliably measured, and if the cost exceeds HRK
3,500.

After initial recognition, assets are measured at cost less accumulated amortisation and any accumulated
impairment losses.

The amortisation of assets commences when the assets are ready for use, i.e. when the assets are at the
required location and the conditions necessary for use have been met. The amortisation of assets ceases
when the assets are fully amortised or classified as assets held for sale. The amortisation is calculated by
writing off the purchase cost of each particular asset during the estimated useful life of the asset, by applying
the straight-line method. The estimated useful life of intangible assets is from 3 to 10 years (2019: from 3 to
4 years).

Deferred acquisition costs

Deferred acquisition costs for non-life insurance comprise commissions calculated for the internal and
external sales network incurred in concluding insurance policies during the financial year. In this regard, the
commission charged to the sales network represents the total acquisition commission for each insurance
policy, Indirect or general sales costs are not deferred.

For non-life insurance, at the reporting date deferred acquisition costs are calculated using the methodology
comparable to the method of calculating the provision for unearned premiums at the reporting date.

By introducing the accounting policy of deferral of acquisition costs, the Group has also introduced recording
liabilities for undue commission. Liabilities for undue commission is the difference between the total
commission to be calculated for a particular insurance policy and the accrued commission. The basis for
calculating the total commission is the value of the written (charged) premium, while the basis for calculating
the accrued commission is the amount of the charged premium by each policy.

The recoverable amount of deferred acquisition costs is assessed at each reporting date as part of the liability
adequacy test of non-life insurance.
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2.13. Property and equipment

Property, plant and equipment are initially carried at cost, which includes the purchase price, including import
duties and non-refundable tax after deducting trade discounts and rebates, as well as all other costs directly
attributable to bringing the asset to their working condition for their intended use.

Property, plant and equipment are recognised if it is probable that future economic benefits associated with
the item will flow to the Company, if the cost of the asset can be reliably measured, and if the cost exceeds
HRK 3,500.

After initial recognition, land and buildings are carried at revalued amount, being their fair value at the date
of revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment
losses. The increase in value of assets due to the revaluation is recognised in other comprehensive income. A
revaluation is performed with sufficient regularity such that the carrying amount does not differ materially
from that which would be determined using fair value at the balance sheet date. The Group assessed the fair
value of these assets during 2019.

After initial recognition, equipment and other tangible assets are measured at cost less accumulated
depreciation and any accumulated impairment losses.

Maintenance and repairs, replacements and improvements of minor scale are expensed when incurred. In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in the
future economic benefits expected to be obtained from the use of an asset beyond its originally assessed
standard performance, the expenditures are capitalised and included in the carrying value of the asset.
Gains or losses on the retirement or disposal of assets are included in the income statement in the period
when incurred.

The depreciation of assets commences when the assets are ready for use, i.e. when the assets are at the
required location and the conditions necessary for use have been met. The depreciation of assets ceases
when the assets are fully depreciated or classified as assets held for sale. Depreciation is charged so as to
write off the cost of each asset, other than land and tangible assets under construction, over their estimated
useful lives, using the straight-line method, as follows:

2020 2019
Estimated Estimated
useful life useful life
Buildings 40 years 40 years
Furniture and equipment 4-10 years 4-10 years
Computer equipment 3-4 years 3-4 years
Vehicles 5 years 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

2.14. Leases

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises:

e the amount of the initial measurement of the lease liability,

e any lease payments made at or before the commencement date, less any lease incentives received,

e initial direct costs incurred,

e an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset,
restoring the site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the lease, unless those costs are incurred to produce inventories. The lessee
incurs the obligation for those costs either at the commencement date or as a consequence of having
used the underlying asset during a particular period.

After the commencement date, the Group measures the right-of-use asset applying a cost model. To apply a
cost model, the Group measures the right-of-use asset at cost, less any accumulated depreciation and any
accumulated impairment losses and adjusted for any remeasurement of the lease liability.
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The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the end of the lease term. Lease agreements are made for fixed and indefinite periods. For a lease
that is made for an indefinite period, the Group estimates the lease term with respect to the possibility of
extension or termination, the historical lease term or the significant cost of replacing the leased asset. The
same was applied to lease agreements with a fixed period, and the lease term was reviewed on a case-by-
case basis.

The Group mainly leases offices, vehicles and IT equipment.

At the commencement date, a lease liability is measured at the present value of the lease payments that are
not paid at that date. The lease payments are discounted using the interest rate implicit in the lease, if that
rate can be readily determined. If that rate cannot be readily determined (mostly in case of office premises
lease), the Group use the incremental borrowing rate. As of 31.12.2020 the weighted average incremental
borrowing rate applied to lease liabilities recognised under IFRS 16 ranged from 2.57% to 7.29% (31.12.2019:
from 3.17% to 5.28%). The Group determines its incremental borrowing rate based on publicly available
information, considering various factors such as the lease term, the value of the leased asset, the economic
environment, and the specifics related to the creditworthiness of the lessee.

At the commencement date, the lease payments included in the measurement of the lease liability comprise

the following payments for the right to use the underlying asset during the lease term that are not paid at

the commencement date:

e fixed payments less any lease incentives receivable,

e variable lease payments that depend on an index or a rate, initially measured using the index or rate as
at the commencement date,

e amounts expected to be payable by the lessee under residual value guarantees,

e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option,

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an option
to terminate the lease.

After the commencement date, a Group measure the lease liability by:

e increasing the carrying amount to reflect interest on the lease liability,

e reducing the carrying amount to reflect the lease payments made,

e remeasuring the carrying amount to reflect any reassessment or lease modifications, or to reflect revised
in-substance fixed lease payments.

Interest on the lease liability in each period during the lease term is the amount that produces a constant
periodic rate of interest on the remaining balance of the lease liability. The periodic rate of interest is the
discount rate, or if applicable the revised discount rate.

The Group as lessee, in accordance with IFRS 16, elected not to apply the requirements of standard to:
e short-term leases (lease term of 12 months or less),

e leases for which the underlying asset is of low value.

In that case, the Group recognise the lease payments associated with those leases as an expense on a straight-
line basis over the lease term.

In statement of financial position, right-of-use assets are presented within Property and equipment, while
lease liabilities are presented within Financial liabilities.

Lease income in which the Group is lessor, are recognised in the statement of comprehensive income on a
straight-line basis over the lease term in note 6.2 Income from Investment property. The Group leases
business premises for a period of 1 to 8 years. Lease receivables are disclosed as Trade receivables in note
22.5.
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2.15. Investment property

Investment property (land, buildings) that are not used for operations and that are owned by the Group or
held under a finance lease and that are held to enable the Group to earn rental income and/or for capital
appreciation and are measured at fair value through profit or loss.

The Group measures the fair value of its investment property at the end of each accounting period, and such
measurement is based on the appraisal by a hired appraiser.

Subsequent expenditure is capitalised only when it is probable that future economic benefits associated with
it will flow to the Group and the cost can be measured reliably. All other repairs and maintenance costs are
expensed when incurred. If an investment property becomes owner-occupied, it is reclassified to property
and equipment, and its carrying amount at the date of reclassification becomes its deemed cost to be
subsequently depreciated.

2.16. Investments in subsidiaries and associates

Subsidiaries are companies in which the Company controls the adoption and implementation of financial and
operating policies.

Associates are companies in which the Company has significant influence but not control over the adoption
and implementation of financial and operating policies.

Investments in subsidiaries and associates are presented in separate financial statements using the cost
method.

2.17. Financial instruments
/i/ Classification and recognition

The Group classifies its financial instruments into the following categories: financial assets at fair value
through profit or loss, loans and receivables, available-for-sale financial assets, held-to-maturity investments
and other financial liabilities. The classification depends on the purpose for which the financial assets and
liabilities were acquired.

The Management Board determines the classification of financial assets and financial liabilities at initial
recognition and, where appropriate, re-evaluates this designation at each reporting date.

Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities at fair value through profit or loss are those that are classified as assets
and liabilities held for trading or those that the Group initially classified as at fair value through profit or loss.
Trading assets and liabilities are those assets and liabilities that the Group acquires or incurs principally for
the purpose of selling or repurchasing in the near term or holds as a part of a portfolio that is managed
together for short-term profit or position taking.

The Group designates financial assets and liabilities at fair value through profit or loss when either:

° the assets and liabilities are managed, evaluated and reported internally on a fair value basis;

° the designation eliminates or significantly reduces an accounting mismatch which would otherwise
arise; or

° the asset or liability contains an embedded derivative that significantly modifies the cash flows that

would otherwise be required under the contract.

Financial assets at fair value through profit or loss is included in debt and equity securities, investments funds
and other financial assets held for trading. Derivatives are classified as assets held for trading. The Group does
not use hedge accounting.

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 entity intends to sell immediately or in a short period of time and that will be classified as
financial assets held for trading, and that which the Management classifies at initial recognition as
assets at fair value through profit or loss;

° that the entity, upon initial recognition, classifies as available for sale; or
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° for which it is unlikely that the entity will recover the larger portion of the initial investment value,
except in the case of credit rating deterioration, and which will be classified as available for sale.

Loans and receivables are created when the Group approves financial resources to clients without the

intention to trade in such receivables, and they include deposits with credit institutions, loans secured mostly

by mortgages and loans given to the insured parties from mathematical provisions for life insurance, secured

by life insurance policies.

Accounting of receivables arising from insurance contracts is disclosed in Note 2.18 - "Receivables".

Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and
fixed maturity that an entity has the positive intention and ability to hold to maturity. Held-to-maturity
investments include state and corporate bonds with fixed income.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. Financial assets designated as available for sale are intended to be
held for an indefinite period of time, but may be sold in response to needs for liquidity or changes in interest
rates, foreign exchange rates, or equity prices.

Other financial liabilities

Other financial liabilities include all financial liabilities that are not classified in the category at fair value
through profit or loss (preference shares) and derivative financial instruments at fair value through profit or
loss (Note 2.17 /iv/).

i/ Recognition and derecognition

Regular way purchases and sales of financial assets at fair value through profit or loss, held-to-maturity
investments and available-for-sale financial assets are recognised on the trading date, that is, the date on
which the Group commits to purchasing or selling the instrument. Loans and receivables as well as financial
liabilities are initially recognized on the date of occurrence, that is, on the day they are advanced to borrowers
or received from lenders.

The Group derecognises financial assets (in full or in part) when the contractual rights to receive cash flows
from the financial asset have expired or when it loses control over the contractual rights to such financial
assets. This occurs when the Group essentially transfers all equity risks and benefits to another business
entity, or when the rights are exercised, surrendered or expired.

The Group derocognises financial liabilities only when are extinguished, that is, when they are discharged,
cancelled or expire, or when they are transferred. Should the terms of financial liabilities substantially change,
the Group shall derecognise that particular liability and at the same time recognise a new financial liability,
with new terms.

Initial and subsequent measurement

Financial assets and liabilities are recognised initially at their fair value plus, in the case of a financial asset or
financial liability not at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition or issue of the financial asset or financial liability.

After initial recognition, the Group measures financial instruments at fair value through profit or loss, and
available-for-sale financial assets at their fair value, without any deduction for selling costs.

For financial instruments traded in active markets, the determination of fair values of financial assets and
financial liabilities is based on quoted market prices. This includes listed equity securities and quoted debt
instruments on official stock exchanges.

For all other financial instruments, fair value is determined using valuation techniques. In these techniques,
fair values are estimated from observable financial information based on which value is determined using the
discounted cash flow method and/or the method of comparable companies and transactions.

In cases where the fair value of unlisted equity instruments cannot be determined reliably, the instruments
are carried at cost.

Loans and receivables and held-to-maturity investments are measured at amortised cost net of impairment.
Financial liabilities not classified at fair value through profit or loss are measured at amortised cost. Premiums
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and discounts, including initial transaction costs, are included in the carrying amount of the associated
instrument and amortized using the effective interest rate of that instrument.

Gains and losses

Gains and losses arising from a change in the fair value of financial assets or financial liabilities at fair value
through profit or loss are recognised in profit or loss.

Gains and losses arising from changes in the fair value of available-for-sale monetary assets are recognised
directly in other comprehensive income. Impairment losses, foreign exchange gains and losses, interest
income and amortisation of premium or discount using the effective interest method on available-for-sale
monetary assets are recognised in profit or loss. Foreign exchange differences resulting from revaluation of
non-monetary financial assets denominated in or linked to foreign currency that are classified as available for
sale are recognised within other comprehensive income, along with all other changes in their fair value,
whereas income earned from dividends is recognised through profit or loss. Upon sale or other derecognition
of available-for-sale financial assets, all cumulative gains or losses are transferred from other comprehensive
income to profit or loss.

Gains and losses on financial instruments carried at amortised cost may also arise, and are recognised in profit
or loss, when a financial instrument is derecognized or when its value is impaired.

Apart from gains and losses arising from the change in fair value of available-for-sale financial assets which
are recognized in other comprehensive income, as described above, all other gains and losses and interest
are recognised in profit or loss in line items “Finance income” and “Finance costs”.

Fair value measurement principles

The fair value of financial assets and liabilities at fair value through profit or loss and financial assets available
for sale is their quoted market price at the reporting date without any deduction for estimated future costs
to sell. If the financial assets market (including the unlisted securities market) is not active, or if, for any other
reason the fair value cannot be reliably measured on the basis of the market price, the Group determines the
fair value based on observable prices (prices of similar or identical items), and when this is not available, it
applies various estimation techniques that use all relevant information and inputs that can help in estimating
the fair value. This includes the use of prices attained in recent transactions between knowledgeable and
willing parties, reference to other essentially similar instruments, discounted cash flow analysis and option
pricing models, maximising the use of observable market data and relying as little as possible on entity-
specific estimates.

Where discounted cash flow techniques are used, estimated future cash flows are based on the Management
Board'’s best estimates and the discount rate is the market rate effective at the reporting date and used for
financial instruments with similar conditions. Where a pricing model is used, the market related rates
effective at the reporting date are used.
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[iii/ Impairment of financial assets

At each reporting date the Group assesses whether there is objective evidence that financial assets not
classified as financial assets at fair value through profit or loss are impaired. Financial assets are impaired
when objective evidence demonstrates that a loss event has occurred after the initial recognition of the asset,
and that the loss event has an impact on the future cash flows of the asset that can be estimated reliably.
The Group considers the evidence of impairment for both a specific asset and at group level. All individually
significant financial assets are tested for impairment. All individually significant financial assets where
impairment has not been identified are included in the base for testing for impairment on a collective basis
for impairment that has occurred but has yet to be identified. Assets that are not individually significant are
tested for impairment by grouping together financial assets (presented at amortised cost) on the basis of
shared risk characteristics.

Objective evidence of impairment of financial assets (including equity securities) includes default or
delinquency by a borrower, restructuring of loans or advances by the Group on terms that the Group would
not otherwise consider, indications that a borrower or issuer will enter bankruptcy, or other available data
relating to a group of assets, such as adverse changes in the payment status of borrowers or issuers within
the group, or economic conditions that are connected with defaults within the group.

For the purposes of assessing impairment at group level, the Group relies on historical experience in terms
of loss rates, periods of loss recognition, adjusted for the purposes of the Management Board’s assessment
as to whether current economic and credit conditions are such that the actual losses may be higher or lower
than before. Loss rates and the expected recognition period are reviewed regularly.

Impairment losses on assets carried at amortised cost are measured as the difference between the carrying
amount of the financial assets and the present value of estimated cash flows discounted at the assets’ original
effective interest rate. Losses are recognised through profit or loss and reflected in impairment provisions.
In the case of equity investments classified as available for sale, a significant or prolonged decline in the fair
value of the investment below its cost is considered as an indicator of impairment. If any such evidence exists
for available-for-sale financial assets, the cumulative loss, calculated as the difference between the cost and
current fair value, less any loss on impairment of that financial asset that was previously recognised in profit
or loss, is transferred from other comprehensive income and recognised in profit or loss. Impairment losses
recognised in profit or loss on equity securities cannot be subsequently reversed through profit or loss, but
all value increases are recognised in other comprehensive income until the final sale.

If a subsequent event results in the decrease in the amount of impairment loss for financial assets that are
presented at amortised cost and for debt securities available for sale, the previously recognised impairment
loss is reversed and recognised through profit or loss. Changes in the amount of impairment related to the
time value of money are recognised as a component of interest income.

[iv/ Specific instruments

Debt securities

Debt securities are classified as held-to-maturity investments or financial assets at fair value through profit
or loss, or as financial assets available for sale, depending on the purpose for which the debt security has
been acquired.

Loans and advances to banks

Deposits with banks are classified as loans and receivables and valued at amortised cost less impairment
losses.
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Equity securities

Equity securities are classified as assets at fair value through profit or loss or as available-for-sale financial
assets and measured at fair value, unless it is impossible to reliably establish the fair value (as described
above) when they are measured at cost.

Loans and receivables from policyholders

Loans and receivables from policyholders are presented at amortised cost less impairment to reflect the
estimated recoverable amounts.

Investments in funds

Investments in open-end investment funds are classified as financial assets at fair value through profit or loss
or as financial assets available for sale and they are measured at current fair value.

Investments for the account and risk of life insurance policyholders

Investments for the account and risk of life insurance policyholders include investments in unit-linked
products and are classified as financial assets at fair value through profit or loss.

Receivables from insurance and other receivables

Receivables from direct insurance and other receivables are recognised initially at fair value and subsequently
at amortised cost less value impairment.

Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently at amortised cost.

Derivative financial instruments

As part of its regular operations, the Group concludes contracts on derivative financial instruments for the
purpose of managing currency risk and therefore these financial instruments are classified as Financial assets
or liabilities held for trading - derivatives. Derivatives of the Group include foreign exchange forward
contracts.

Derivatives are recorded in the off-balance sheet records at the nominal value of financial instruments and
are measured at fair value. Increase / decrease in fair value is recognized as an asset if their fair value is
positive and liabilities if their fair value is negative and changes in fair value of derivatives are included in
profit or loss i.e. in financial income and expenses.

Embedded derivatives within insurance contracts and investment contracts

Sometimes, a derivative may be a component of a hybrid (combined) financial instrument or insurance
contract that includes both the derivative and host contract with the effect that some of the cash flows of
the combined instrument vary in a similar way to a stand-alone derivative. Such derivatives are known as
embedded derivatives.
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Embedded derivatives are separated from their host contract, measured at fair value and changes in their
fair value included in profit or loss if they meet the following conditions:

e the economic characteristics and risks of embedded derivatives are not closely connected with the
economic characteristics and risks of the host contract,

e a separate instrument with the same characteristics as those of the embedded derivative would
satisfy the definition of a derivative,

e the hybrid instrument is not measured at fair value and changes in its fair value are not recognised
in profit or loss,

Embedded derivatives that meet the definition of an insurance contract need not be separated from the host
contract. Furthermore, the Group has used the exemption provided in IFRS 4, ‘Insurance Contracts’:

e it does not separate or measure at fair value the option of the policyholder to repurchase the
insurance contract at a fixed price (or the amount based on the fixed amount and interest rate),
even if the price is different from the book value of the insurance liability in the host contract,

e it does not separate or measure at fair value the option of the policyholder to repurchase the
contract with discretionary participation features.

Offsetting of financial instruments

Financial assets and liabilities are offset and presented in the financial statement on a net basis when there
is a legally enforceable right to offset the recognised amounts and an intention to settle on a net basis, or the
acquisition of assets and settlement of liabilities take place simultaneously.

2.18. Receivables

Ji/ Insurance receivables include receivables from insured parties based on non-life insurance premiums.
Receivables based on non-life insurance premiums comprise receivables for written, but not yet invoiced
premium and receivables for invoiced, but not paid premium.

Recognition of insurance premium is described in Note 2.8., — ""Gross written premiums''.

i/ Receivables for invoiced but unpaid premiums are presented at nominal value, and doubtful and
uncollectible receivables are impaired. Impairment is recognised for all outstanding receivables which were
due and payable 180 days prior to the balance sheet date. Impairment can be decreased for receivables which
are used as basis for payment of claim to the debtor (provision for claims).

Jiii/ Receivables under the right to recourse are recognised for all recourse cases from an out-of-court
procedure arising from receivables from another insurance company and recourses for which a financial
settlement was concluded with the counterparty. Recourse receivables are impaired for all receivables 180
past due. The determined impairment can be decreased by recourse receivables that are likely to be
collected. Recognition of income from recourses is deferred due to uncertainty of collection. Income from
recourses is deferred for recourses which are not settled in cash with the exception of recourses from other
insurance companies which are recognised in profit or loss immediately.

Jiv/ Other receivables pertain to receivables arising from interest on loans and deposits, receivables
arising from advance payments, receivables arising from received payment instruments, trade receivables
etc.

Group recognise other operating income not directly related to insurance operations and sales income from
subsidiaries which main activities are not insurance operations. Other operating income is recognised when
an invoice is issued.

The Group provides vehicle inspection services and similar services under fixed price contracts, where price
lists are an integral part of each contract. The services are delivered in a short time (all throughout one day),
and revenue is recognized on the basis of the actual service after the Group fulfils the obligation to perform.
Purchase contracts are simple and usually involve a single performance obligation. Customers are invoiced
immediately after the delivery of the service, and payment follows the delivery of the service at the point of
sale.

2.19. Cash and cash equivalents and short-term deposits

Cash consists of balances with banks. Cash equivalents are short-term, high-liquidity investments that can be
converted at any time into known amounts of cash and are not exposed to significant changes in value. The
carrying amounts of cash and cash equivalents generally approximate their fair value.
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For the purposes of reporting on cash flows, cash and cash equivalents refer to cash with banks and in hand,
as well as deposits with original maturity up to three months.

2.20. Income tax
The tax expense represents the sum of the current tax liability and deferred tax.
Current tax

The current tax liability is based on taxable profit for the year. Taxable profit differs from profit as reported in
the statement of comprehensive income because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates enacted or substantively enacted at the end of the reporting period.

Deferred tax

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all
taxable temporary differences, and deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial recognition, other than in a business
combination, of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognized on the basis of revaluation of land and buildings and of financial assets
available for sale.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period 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 assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset realised, based on tax laws that have been enacted or substantively
enacted by the end of the reporting period. The calculation of deferred tax liabilities and assets reflects the
amount at which the Company expects, at the reporting date, to recover or settle the carrying amount of its
assets and liabilities. Deferred tax assets and liabilities are not discounted and are classified as non-current
assets and/or liabilities.

Current and deferred income tax for the period

Current and deferred tax is recognised as an expense or income in profit or loss, except when they relate to
items credited or debited to other comprehensive income in which case the deferred tax is also recognised
in comprehensive income.

2.21. Capital

In its financial records the Group records capital categorized as follows: subscribed capital, share premium,
fair value reserve, statutory reserves, legal reserves, other reserves, retained profit and current year
profit/(loss).

Ji/ Subscribed capital represents the indivisible share capital of the Company, paid in full.

i/ Revaluation reserve

The revaluation reserve includes profits from the revaluation of properties, net of taxes. The revaluation
reserve is transferred directly to retained profit in proportion to the depreciation of the asset.

The revaluation reserve of available-for-sale financial assets includes unrealised gains and losses from
changes in fair value of available-for-sale financial assets, net of impairment and deferred tax.

Jiii/ Allocations to statutory reserves, legal reserves, other reserves and retained profit are regulated by
the Decisions of the Company’s General Assembly.
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Jiv/ The current year income is presented according to the balance as at reporting date and it is
transferred to the upcoming fiscal year. The utilization or allocation of profit is determined by the Decision of
the Company’s General Assembly.

2.22. Technical provisions

Technical provisions of the Group presented in the financial statements pertain to provisions for unearned
premiums, mathematical reserve, provisions for claims, fluctuation provisions, provisions for bonuses and
discounts and other insurance-technical provisions. They are formed in accordance with the Ordinance on
minimum standards, methods of calculating and guidelines for calculating technical provisions in insurance
based on the accounting regulations as well as in accordance with the Company’s and the Group’s internal
regulations. All technical provisions have been granted a positive opinion of the appointed certified actuary
for life insurance and the appointed certified actuary for the Company’s non-life insurance.

/i/ Provisions for unearned premiums

Provisions for unearned premiums is calculated for those types of insurance where the insurance coverage
lasts even after the end of the reporting period, since the insurance year and the reporting period do not
overlap. The basis for calculation of gross unearned premium of non-life insurance and reinsurance is the
accrued (written) premium, while the basis for the calculation of gross unearned premium of supplemental
insurance with life insurance is the collected premium.

Provisions for unearned premiums are calculated according to the pro rata temporis method, except for the
types of loan insurance where a decrease of insurance cover throughout the contract term is taken into
consideration. The reinsurance share of the gross written premium is determined depending on the
reinsurance contract and the method used for the calculation of the corresponding gross written premium,

[ii/ Mathematical provision

Mathematical provisions are calculated individually for every insurance contract by using the prospective net
method in accordance with legal regulations and internal Ordinances of HANFA.

Jiii/ Claims provisions

Claims provisions contain provisions for reported claims, provisions for incurred but not reported claims,
provisions for costs of processing claims.

Provisions for reported claims are determined by individual assessment. Actuarial methods are applied upon
determining provisions for the costs of processing claims and for incurred but unreported claims.

The reinsurance share in provisions for claims incurred is determined in accordance with reinsurance
contracts.

Jiv/ Provisions for unexpired risks

Provisions for unexpired risks are created where the expected value of claims and costs pertaining to
unexpired periods of policies, which are valid on the reporting date, exceeds the provisions for unearned
premiums pertaining to such policies. Provisions for unexpired risks are calculated separately for individual
types of insurance, i.e. homogeneous risk groups.

v/ Provision for bonuses and discounts
The provision for bonuses and discounts is established according to the provisions of insurance contracts and
the Ordinance on minimum standards, methods of calculating and guidelines for calculating technical

provisions in insurance in line with accounting regulations and internal regulations.

2.23. Technical life insurance provisions where the policy holder bears the investment risk

For the life insurance policies where the policy holder bears the investment risk, adequate separate provisions
are created for every such insurance contract.
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2.24. Reinsurance

The Group cedes premiums to reinsurance in the regular course of business for the purpose of limiting its net
loss potential through risk diversification. Reinsurance contracts do not relieve the Group from its direct
obligations to policyholders.

Premiums ceded and recoverable amounts are presented through profit or loss on a gross basis. Only the
contracts that give rise to a significant transfer of insurance risk are accounted for as reinsurance contracts.
Amounts recoverable under such contracts are recognised in the same year as the corresponding claim.
Contracts, through which significant insurance risk (financial reinsurance) is not transferred, are recorded as
deposits. During 2020 and 2019, the Group did not conclude any such contracts.

Reinsurance assets include amounts receivable from reinsurance companies for ceded insurance liabilities.
Receivables from reinsurers are estimated in a manner consistent with the provisions for unpaid claims and
claims paid by reinsured policies. Reinsurance assets include the actual or estimated receivables from
reinsurers in respect of technical provisions. Reinsurance assets relating to technical provisions are created
on the basis of the terms of reinsurance contracts and measured on the same basis as the corresponding
reinsured liabilities.

Reinsurance receivables are tested for impairment at each reporting date.

2.25. Liabilities and related assets under liability adequacy test

IFRS 4 provides for the implementation of mandatory liability adequacy test under the insurance contract. At
each reporting date the Group estimates whether its reported insurance liabilities are adequate, using
current estimates of future cash flows for all its insurance contracts. Should the above assessment show that
the book value of insurance liabilities is insufficient in relation to the estimated future cash flows, the shortage
is charged to profit or loss. Estimates of future cash flows are based on realistic actuarial assumptions, taking
into account experience of the occurrence of claims, latest demographic tables, aspects of mortality,
morbidity, return on investment, costs and inflation.

2.26.  Other liabilities

Ji/ Liabilities arising from direct insurance pertain to liabilities under claims,
i/ Liabilities arising from direct reinsurance pertain to liabilities under reinsurance premium,
[iii/ Other liabilities pertain to liabilities toward domestic suppliers, liabilities for advances received,

liabilities to employees, commission liabilities etc.

i/ The Company makes monthly payments to the guarantee fund of the Croatian Insurance Bureau for
the settlement of claims for damages caused by uninsured and unknown vehicles. The monthly fee is
determined according to the premium market share of each insurer, expressed in percentage. The guarantee
funds of the Croatian Insurance Bureau are utilised to settle claims for damages caused by uninsured and
unknown vehicles.
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2.27. Employee benefits and pension plans

Pension obligations

For defined contribution plans, the Group pays contributions to state-owned pension and health insurance
funds, in accordance with legal requirements or individual choice. The Group has no further payment
obligations once the contributions have been paid. The contributions are recognised as an expense in profit
or loss as they accrue.

Short-term employee benefits

Short-term employee benefits are measured on an undiscounted basis and are expensed as the related
service is provided. A liability is recognised for the amount expected to be paid under the short-term cash
bonus or profit-sharing plans if the Group has a present legal obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Other employee benefits

Liabilities based on other long-term employee benefits, such as jubilee awards and termination benefits at
retirement, are recorded as the net present value of the liability for defined benefits at the balance sheet
date. The discounted future cash flow method is used for the calculation of the present value of the liability.

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits, The
Group recognises termination benefits at the earlier of the following dates:

(a) when the Group can no longer withdraw the offer of those benefits and

(b) when the entity recognises costs for a restructuring that is within the scope of IAS 37 and involves the
payment of termination benefits.

In the case of an offer made to encourage voluntary redundancy, the termination benefits are measured
based on the number of employees expected to accept the offer.

2.28. Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is more likely
than not that an outflow of resources will be required to settle the obligation and the amount can be reliably
estimated. Provisions are reviewed at each balance sheet date and adjusted to reflect the best current
estimate.

Provisions are determined for costs of legal disputes and costs of employee benefits for the number of years
of service and retirement (regular jubilee awards and termination benefits) and stimulation termination
benefits as part of the redundancy plan.

Provisions for employee benefits for long-term employment and retirement (regular jubilee awards and
termination benefits) are determined in such a manner that in each year of work, the present value of the
proportional part of the expected amount of regular jubilee rewards and termination benefit depends on the
total time remaining until the jubilee award is paid, less expected employee turnover. The discount rate
applied is the yield on the respective bonds.
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2.29. Impairment of non-financial assets

The net book value of the Group's assets, other than financial assets (see Note 2.17 - “Financial instruments”)
and income tax (see Note 2.20 - “Income tax”), are reviewed at each reporting date to determine whether
there is any indication of value impairment. If any such indication exists, the asset’s recoverable amount of
the asset is estimated. For intangible assets with no finite useful life (the Group had no such assets on the
date of reporting) and intangible assets not yet in use, the recoverable amount is estimated at each reporting
date.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows
that are largely independent from other assets and groups. Impairment losses are recognised in profit or loss.
Exceptionally, the impairment of property measured by using the revaluation model is debited to fair value
reserves, if any, and the remaining amount of the impairment after these reserves have been exhausted is
recognised in profit or loss for the period.

The recoverable amount of an asset and cash-generating unit is the greater of its value in use and its fair value
less costs to sell. 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.

The value impairment loss recognised in prior periods is assessed on each reporting date in order to establish
whether the loss has decreased or no longer exists. Impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset's carrying amount does not exceed the carrying amount that would have been determined, net
of accumulated depreciation or amortisation, if no impairment loss had been recognised.

2.30. Contingent liabilities and assets

A contingent liability is a possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the entity, or a present obligation that arises from past events but is not recognised
because it is not probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, or the amount of the obligation cannot be measured with sufficient reliability.

Contingent liabilities are recognised as a provision in the financial statements when it is more likely than not
that there will be a cash outflow. Other contingent liabilities are only disclosed in the notes to the financial
statements.

Contingent assets are not recognised in the financial statements, rather they are recognized when an inflow
of economic benefits is nearly certain.

2.31. Events after the balance sheet date

Events after the balance sheet date, which provide additional information on the Group’s position at the
balance sheet date (adjusting events), are reflected in the financial statements. Events that are not adjusting
events are disclosed in the notes to the financial statements, if material.

2.32.  Earnings per share

Earnings per share are calculated as profit of the period attributable to Company shareholders decreased by
dividends of preference shares (in the case of shares classified as equity, not financial liabilities) divided by
the weighted average of ordinary shares (without treasury shares).
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2.33. Classification of contracts

Contracts through which the Group undertakes significant underwriting risk on behalf of the other party
(policyholder) by accepting to indemnify the policyholder or another insurance beneficiary, if a particular
future event occurs (insured event) which has a negative effect on the policyholder or other insurance
beneficiary, are classified as insurance contracts. The underwriting risk differs from financial risk.

Financial risk is the risk of possible future change in one or more of the defined interest rates, prices of
securities, prices of assets, foreign exchange rates, price or rate indexes, credit rating or credit indexes or
other variables, provided that when it comes to a non-financial variable, this variable is not specific to one of
the contractual parties. Insurance contracts can also transfer financial risk to some extent.

Contracts where the transfer of risk from the policyholder to the Group is not significant are classified as
investment contracts.

Both insurance and investment contracts may contain discretionary participation features. A contract with a
discretionary participation feature is a contractual right held by a policyholder to receive as a supplement to
guaranteed minimum payments, additional payments that are likely to be a significant portion of the total
contractual payments, and whose amount or timing is contractually at the discretion of the issuer and that
are contractually based on:

- the performance of a specified pool of contracts or a specified type of contract,

- realised and/or unrealised investment returns on a specified pool of assets held by the issuer or

- the profit or loss of the company that issues the contracts.

The discretionary element of those contracts is accounted for as a liability within the mathematical provision.
The provision for discretionary bonus within the mathematical provision may comprise amounts arising in
relation to participating policies, for which the allocation of funds has not been determined at the reporting
date. When the allocation of funds is determined, appropriate transfers are made out of this fund.

At the reporting date, the Company has no provisions for discretionary allocation of profit (2019: HRK 0
thousand), and the provisions for the Group amounts to HRK 867 thousand (2019: HRK 856 thousand).
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2.34. Segment reporting

A segment is an integral part of the Company that carries out business activities from which it can earn income
or have expenses incurred, including income and expenses relating to transactions with other constituents of
the Company, whose business results are regularly reviewed by the chief operating decision maker. Profit
before tax is mostly used as performance measure for segment reporting. The review is carried out in order
to make decisions about resources to be allocated to a particular segment and to assess its performance, and
for which there is separate financial information. Segments of the Group and the Company include the life
insurance and non-life insurance segments.

Distribution of costs between life and non-life insurance segments

Investment income, realised and unrealised profits and losses, expenses and compensations arising from non-
life insurance, are distributed to the non-life segment.

Investment income, realised and unrealised profits and losses, expenses and compensations related to life
insurance are included directly in the life insurance segment.

Income and expenses from investments, realized and unrealized profits and losses, expenses and
compensations arising from the investment of capital and reserves are distributed to life and non-life
segments depending on the allocation of the related assets or shares in the Group’s provisions.

A significant amount of direct administrative costs are directly debited to life and non-life insurance
segments. The Group allocates administrative costs that cannot be allocated directly to life or non-life
insurance on the basis of an analysis of the time spent by the administration employee on life-insurance and
non-life insurance matters. The allocation of stated costs within a particular segment to the corresponding
type of insurance is made on the basis of the share in the gross premium policy of the appropriate type of
insurance. Commissions are recorded separately to the life and non-life insurance segments.

Allocation of capital, reserves and assets

Property and equipment, intangible assets and investment property are allocated to the non-life segment,
unless directly related to life insurance segment. Financial investments are allocated in accordance with
sources of funding. Provisions are allocated according to the source of related financial assets while legal and
other provisions are allocated to each segment based on the results of the related segment. Other receivables
and liabilities are allocated to those segments from which they arise.

2.35. Key sources of estimation uncertainty and critical accounting judgments in applying the Group’s
accounting policies

/i/ Impairment losses on loans and receivables

The need for impairment of assets carried at amortised cost is estimated as described in Note 2.17/iii/
impairment of financial assets. The provision for impairment of a certain receivable is based on the
Management’s best estimate of the present value of expected future cash flows.

In estimating such cash flows, the Management assesses the debtor’s financial position and the estimated
fair value of insurance instruments. Any asset which has undergone impairment is evaluated individually and
the function of credit risk helps to independently approve a recovery strategy and assessment of realizable
cash flows.

The gross amount of loans and receivables, and the rate of recognised impairment loss at the end of the year
are as follows:

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019

Gross exposure (HRK’000) 648,392 672,798 400,962 425,203
Impairment rate (%) 21% 23% 34% 36%

The change in the impairment rate by 1 pp (as a result of a change in the expected cash flows and/or fair value
of the collaterals) on the gross amount of the above loans and receivables would lead to an increase/reversal
of impairment in the amount of HRK 6,484 thousand (31 December 2019: HRK 6,728 thousand) for the
Company and HRK 4,010 thousand (2019: HRK 4,252 thousand) for the Group.
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Jii/ Estimation uncertainty relating to the forming of provisions

The most significant estimates in terms of the Group’s financial statements pertain to the forming of technical
reserves. In the forming of technical reserves, the Group applies legal regulations. Actuaries included in
valuation of technical provisions have adequate knowledge and experience. The Group's staff includes
certified actuaries. The Management believes that the current level of technical provisions is sufficient.

The Group forms reserves for unexpired risks arising from non-life insurance where it is expected that the
claims and administrative expenses likely to arise upon the expiry of the financial year for contracts concluded
before that date will exceed the unearned premium from such contracts.

Expected cash flows relating to claims and expenses are estimated on the basis of experience of the previous
contract term and adjusted for significant individual losses which are not expected to recur. The liability
adequacy test was performed on all types of insurance. The Management believes that the current amount
of provisions is sufficient.

Insurance risk management is described in detail in Note 2.36, while the reserves for insurance contracts are
analysed in Note 2.22. The sensitivity analysis of technical provisions is presented in Note 2.36.

Jiii/ Fair valuation of investment property

Fair valuation of investment property of the Company and the Group is subjective in nature due to individual
nature of each property, location and the expected future rental income. The management engages external
appraisers to determine the fair value of the property. Fair value techniques, key inputs and sensitivity
analysis are presented in Note 2.38 Fair value.

Jiv/ Estimation of the useful life of right-of-use assets

We distinguish between lease agreements made for a fixed period, for an indefinite period or for a fixed
period with an extension option.

In the case of real property and office leases, the Company and the Group consider each lease contract and
evaluate whether it is possible to extend it after its planned completion if it is defined as a fixed term contract
or estimate the duration of the lease in case of contract made for indefinite period. The estimated life
expectancy is based on historical experience and business plans for the future operations of the Company
and the Group.

In case of lease agreements made for fixed period, management considers all facts and circumstances that
create an economic incentive to exercise an extension option, or not exercise a termination option.

During the current financial year, the financial effect of revising lease terms to reflect the effect of exercising
extension options was an increase in recognised lease liabilities and right-of-use assets of HRK 1.2 million for
the Company and the Group ( 2019: HRK 1.3 million).

2.36. Insurance risk management

Underwriting risk pertains to the risk that may arise if actual payments of claims and compensations exceed
the net book amount of insurance liabilities due to coincidence, error and/or change in circumstances.
Underwriting risk includes the risk of the occurrence of a loss event, risk of determining the amount of
premium (setting the tariff), the risk of forming provisions and the risk of reinsurance.

Premium risk is present at the moment of issuing the policy, before the insured event occurs. There is a risk
that the costs and losses which may occur might be greater than the premiums received. The provision risk
represents the risk of having the absolute amount of technical provisions wrongly assessed or of having the
actual losses vary around the statistical mean value. Non-life underwriting risk also includes the risk of
disaster which arises from highly extraordinary events which are not sufficiently covered by the premium risk
or provision risk. Life underwriting risk includes biometrical risk (which involves mortality, longevity, risk of
becoming ill or disability risk) and the lapse risk. Lapse risk represents a higher or lower rate of withdrawal
from policies, interruptions, changes in capitalization (cessation of payments of premium) and surrender.

The Group manages its underwriting risk through underwriting limits, approval procedures for transactions
that involve new products or that exceed set limits, through tariff determination, product design and
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management of reinsurance. The underwriting strategy aims at diversity which will ensure a balanced
portfolio, and which is based on a large portfolio of similar risks for several years, which reduces the variability
of results. As a rule, all non-life insurance contracts are concluded on a yearly basis and the policyholders
have the right to decline renewal of contract or to change the contract terms upon renewal.

The Group transfers a portion of the risk to reinsurance in order to control its exposure to losses and protect
capital resources. The Group purchases a combination of proportional and non-proportional reinsurance
contracts to reduce the net exposure to a particular risk depending on the type of insurance.

Underwriting risk in the Group is monitored by the actuaries within the scope of their tasks and the Risk
Management Department, in agreement with them, takes the indicators in order to include the risks in the
risk management process at the overall Group level.

A report on the adequacy of provisions and insurance premium is submitted by the appointed certified

actuary, while a report on the adequacy of reinsurance program based on which is confirmed adequacy of its
own part is submitted by the actuarial function.
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Concentration of insurance risk

A key aspect of underwriting risk is that the Group is exposed to is the degree of underwriting risk
concentration which determines the extent to which a particular event or a series of events may affect the
Group’s liabilities. Such concentrations may arise from a single insurance contract or through a number of
related contracts which may result in a similar liability. An important aspect of the insurance risk
concentration is that it may arise from the accumulation of risk through different types of insurance.

Concentration risk may arise from events that are not frequent but with considerable consequences such as
natural disasters, in situations where the Group is exposed to unexpected changes in trends, for example
unexpected changes in human mortality or in policyholder behaviour; or where significant litigation or
regulatory risks could cause a large single loss or have a pervasive effect on a large number of contracts.

The concentration of insurance risk before and after reinsurance, or retrocession in relation to the type of
accepted insurance risk is shown below with reference to the carrying value of claims and benefits (gross and
net of reinsurance) arising under the insurance contract:

Company 31 Dec. 2020 31 Dec. 2019
Gross Reinsuranc Gross Reinsuranc
. e share of Net claims . e share of Net claims
claims . . claims . .
incurred . claims incurred incurred . claims incurred
incurred incurred
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Accident insurance 31,174 (8) 31,166 30,456 (409) 30,047
Health insurance 160,902 11 160,913 189,647 - 189,647
Road motor vehicle insurance 217,794 (1,059) 216,735 253,627 (3,133) 250,494
Railroad insurance 2,346 - 2,346 1,089 - 1,089
Aircraft insurance 1,116 (427) 689 (2,944) 3,642 698
Vessel insurance 4,662 (3,609) 1,053 20,410 (16,409) 4,001
Insurance for goods in transit 1,330 (607) 723 3,635 (822) 2,813
Insurance against fire and 387,688  (258,380) 129,308 102,068 (48,057) 54,011
natural disasters
Other property insurance 247,734 (13,703) 234,031 311,480 (45,072) 266,408
Motor liability insurance 321,338 (12,001) 309,337 277,743 (12,946) 264,797
Aircraft liability insurance 177 (6) 171 97 (1) 96
Vessel liability insurance (12,218) 354 (11,864) (5,084) 845 (4,239)
Other types of liability 127,674 (6,153) 121,521 90,699 (1,547) 89,152
insurance
Loan insurance/credit (30,999) (1,916) (32,915) (69,572) (1,575) (71,147)
insurance
Guarantee insurance 767 (65) 702 317 - 317
Miscellaneous financial loss 63271  (50,550) 12,721 5,839 64 5,903
insurance
Legal expenses insurance 421 9 430 330 5 335
Assistance 5,334 - 5,334 3,695 - 3,695
Total non-life insurance 1,530,511 (348,110) 1,182,401 1,213,532 (125,415) 1,088,117
Life insurance 477,237 10 477,247 496,070 (10) 496,060
Annuity insurance 2,887 - 2,887 14,756 - 14,756
Add|.t|ona| insurance with life 1514 ) 1,514 2299 ) 2,299
insurance
Life or annuity insurance
where the policyholder 4,803 - 4,803 (166) - (166)
bears the investment risk
Total life insurance 486,441 10 486,451 512,959 (10) 512,949
Total 2,016,952 (348,100) 1,668,852 1,726,491 (125,425) 1,601,066
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Group:

Accident insurance

Health insurance

Road motor vehicle insurance

Railroad insurance

Aircraft insurance

Vessel insurance

Insurance for goods in transit

Insurance against fire and
natural disasters

Other property insurance

Motor liability insurance

Aircraft liability insurance

Vessel liability insurance

Other types of liability
insurance

Loan insurance/credit
insurance

Guarantee insurance

Miscellaneous financial loss
insurance

Legal expenses insurance

Assistance

Total non-life insurance

Life insurance

Annuity insurance

Additional insurance with life
insurance

Life or annuity insurance
where the policyholder
bears the investment risk

Total life insurance

Total

31 Dec. 2020 31 Dec. 2019
Gross Reinsurance Gross Reinsurance
R share of Net claims . share of Net claims
claims . . claims . .
. claims incurred R claims incurred
incurred R incurred .
incurred incurred
in HRK'000 in HRK'000  in HRK'0O00  in HRK'000 in HRK'000 in HRK'000
44,726 (46) 44,680 38,526 (319) 38,207
150,260 105 150,365 179,773 64 179,837
256,861 (1,433) 255,428 294,775 (2,932) 291,843
2,346 - 2,346 1,089 - 1,089
1,116 (427) 689 (2,944) 3,642 698
4,661 (3,609) 1,052 20,410 (16,409) 4,001
994 (569) 425 3,570 (778) 2,792
391,852 (259,343) 132,509 107,566 (47,635) 59,931
253,020 (14,403) 238,617 322,057 (47,812) 274,245
445,159 (12,897) 432,262 403,105 (13,315) 389,790
177 (6) 171 97 (1) 96
(12,218) 354 (11,864) (5,084) 845 (4,239)
127,646 (6,327) 121,319 90,871 (1,694) 89,177
(18,137) (3,961) (22,098) (62,402) (3,702) (66,104)
769 (65) 704 430 - 430
64,176 (50,550) 13,626 6,628 63 6,691
423 11 434 329 4 333
7,720 - 7,720 10,366 - 10,366
1,721,551 (353,166) 1,368,385 1,409,162 (129,979) 1,279,183
549,535 (119) 549,416 602,751 (10) 602,741
2,888 - 2,888 14,757 - 14,757
2,690 - 2,690 3,690 - 3,690
13,262 - 13,262 4,068 - 4,068
568,375 (119) 568,256 625,266 (10) 625,256
2,289,926 (353,285) 1,936,641 2,034,428 (129,989) 1,904,439

The Management believes that the non-life insurance has no significant exposure to any client group insured
by social, professional, generation or similar criteria. The greatest likelihood of significant losses could arise
from catastrophic events, such as floods, hail, storms or earthquake damage. The techniques and
assumptions that the Group uses to calculate these risks include:

e Measurement of geographical accumulations,

e Assessment of probable maximum losses,

e  Excess of loss reinsurance,
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The table below presents reinsurance coverage and retention of the Company by type of insured event:

Motor — third party liability
Fire

Motor hull insurance
Machinery breakage
Construction /assembly
Theft

Vessels

Other liability

Earthquake

Flood

31 Dec. 2020 31 Dec. 2020 31 Dec. 2019 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Reinsurance . Reinsurance .
coverage Retention coverage Retention
Unlimited 7,500 Unlimited 3,750
551,250 11,250 551,250 11,250
- 11,250 14,438 563
551,250 11,250 551,250 11,250
551,250 11,250 551,250 11,250
551,250 11,250 551,250 11,250
157,625 4,875 84,375 5,625
71,250 3,750 73,125 1,875
1,155,000 45,000 551,250 11,250
551,250 11,250 551,250 11,250

The table below presents reinsurance coverage and retention of the Group by type of insured event:

Motor — third party liability
Fire

Motor hull insurance
Machinery breakage
Construction /assembly
Theft

Vessels

Other liability

Earthquake

Flood

31 Dec. 2020 31 Dec. 2020 31 Dec. 2019 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Rewg;:;a:z;z Retention Rewg;:;a:z;z Retention
Unlimited 11,301 Unlimited 7,503
856,493 12,755 855,579 12,748
6,182 11,777 20,439 1,013
806,752 12,755 806,459 12,748
806,752 12,755 806,459 12,748
767,665 12,755 764,981 12,761
157,914 4,894 84,664 5,648
77,657 4,992 79,512 3,108
1,500,189 47,260 896,477 13,494
826,346 12,755 825,808 12,748
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Non-life insurance

The basic indicator of underwriting risk is the claims (loss) ratio. The following tables present claims ratios,
cost ratios and combined ratios as well as the claims ratio net of reinsurance.

Comparison of claims and costs ratio for 2020 and 2019:

Company Company Group Group
Non-life insurance 31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
Claims ratio 66.98% 54.10% 64.11% 53.21%
Cost ratio 35.40% 37.72% 36.00% 38.00%
Combined ratio 102.38% 91.82% 100.11% 91.22%
Claims ratio, net 55.77% 55.77% 57.35% 54.96%

Note: The ratio calculation method is set out in Note 25.8. Analysis of claim (loss) ratios, cost ratios and
combined ratios. In the ratio calculation for the Group, only Group companies involved in the insurance and

reinsurance activities were considered.

Life insurance

The primary risks in life insurance and non-life insurance for which mathematical provision is formed are
interest rate risk and biometrical risks. Interest rate risk is processed through market risks, and biometrical

risks are monitored on the basis of actuarial analyses.

Analysis of mathematical provisions according to guaranteed interest rate for the Company is as follows:

Interest included in the Mathematical

Mathematical

tariff is in the range of provisions* Share provisions* Share
as at 31 Dec. 2020 as at 31 Dec. 2019

in HRK'000 % in HRK'000 %
[0, 1] 331,998 13% 90,030 4%
[1, 3] 1,246,441 49% 1,402,910 56%
[3, 4] 719,251 28% 735,011 29%
[4, 5] 265,683 10% 293,188 12%
[5, 6] 2,112 0% 2,450 0%
2,565,485 100% 2,523,589 100%

* The mathematical provision is the mathematical provision for agreed sums and mathematical provision for additional sums.

The analysis of mathematical provisions for the Group according to guaranteed interest rate is as follows:

. . Mathematical
Interest included in the

Mathematical

tariff is in the range of provisions* Share provisions* Share
as at 31 Dec. 2020 as at 31 Dec. 2019

in HRK'000 % in HRK'000 %
[0, 1] 331,998 11% 90,030 3%
[1, 3] 1,481,787 49% 1,595,359 54%
[3, 4] 940,268 31% 973,742 33%
[4, 5] 266,083 9% 293,540 10%
[5, 6] 2,112 0% 2,450 0%

3,022,248 100% 2,955,121 100%

* The mathematical provision is the mathematical provision for agreed sums and mathematical provision for additional sums.

The table above shows the mathematical provision according to guaranteed interest rates. The yield on life
insurance investment is presented in the following table and it is sufficient to cover the required interest for

the life insurance portfolio.
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Yield on mathematical provision

Company

Average balance of mathematical provision
Yield on investment in mathematical provision
Annual yield on mathematical provision

Average annual yield on mathematical provision for the past 2 years

Group

Average balance of mathematical provision
Yield on investment in mathematical provision

Annual yield on mathematical provision

Average annual yield on mathematical provision for the past 2 years

2020 2019

in HRK'000 in HRK'000
2,513,947 2,417,608
83,195 116,564
3.31% 4.82%
4.05% 4.88%
2020 2019

in HRK'000 in HRK'000
2,959,791 2,818,211
98,884 131,107
3.34% 4.65%
3.98% 5.22%

The sensitivity of the present value of future profits to changes in significant variables

Profit or loss and insurance liabilities are mainly sensitive to changes in mortality, rates costs and the discount
rate used for the purposes of the liability adequacy test.

The Group assessed the impact of changes in key variables that may have a material effect on the present
value of future profits (PVFP) at the end of the year. For each period, the projection is the calculated profit
(vector profit), and PVFP is calculated as the present value of profits with a discount rate risk.

The table below shows the sensitivity analysis for life insurance.

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Change in liabilities  Change in liabilities  Change in liabilities = Change in liabilities

Interest rate -0,5% 9,484 101,755 21,755 114,987
Mortality +10% 1,333 1,717 4,443 6,283
Expenses +10% 25,968 28,240 29,862 34,784

For life assurance contracts that cover policyholder’s death, there is no significant geographical concentration
of risk, although the concentration of the amount at risk may impact the ratio of insurance payment on the
portfolio level. Amounts at risk for life assurance are as follows:

Company

Insurance type

Life assurance — traditional products
Unit-linked life assurance products

As at 31 December

Group

Insurance type

Life assurance — traditional products
Unit-linked life assurance products

As at 31 December

2020 2019
in HRK'000 % in HRK'000 %
2,186,744 91% 2,480,309 90.6%
220,116 9% 256,351 9.4%
2,406,860 100% 2,736,660 100%
2020 2019
in HRK'000 % in HRK'000 %
5,039,369 93.4% 6,432,541 94.6%
355,839 6.6% 369,478 5.4%
5,395,208 100% 6,802,019 100%
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Tables for long-term insurance contracts are presented below and provide an overview of the concentration
of risk through nine groups of contracts grouped by sum insured per policy.

Company Group
Sum insured per policy Total sum insured before reinsurance  Total sum insured before reinsurance
in HRK in HRK'000 % in HRK'000 %
< 40,000 1,687,947 32.1% 3,215,282 35.8%
40,001 - 60,000 548,029 10.4% 932,803 10.4%
60,001 - 80,000 813,842 15.5% 1,229,617 13.7%
80,001 - 100,000 369,302 7.0% 676,381 7.5%
100,001 - 125,000 466,487 8.9% 798,284 8.9%
125,001 - 150,000 203,126 3.9% 352,065 3.9%
150,001 - 250,000 714,917 13.6% 1,056,526 11.8%
250,001 - 500,000 260,106 5.0% 461,649 5.1%
> 500,001 187,860 3.6% 255,621 2.8%
As at 31 December 2020 5,251,616 100% 8,978,228 100%
< 40,000 1,784,501 32.1% 3,574,492 36.7%
40,001 - 60,000 574,453 10.3% 915,741 9.4%
60,001 - 80,000 857,550 15.4% 1,376,917 14.2%
80,001 - 100,000 418,199 7.5% 677,933 7.0%
100,001 - 125,000 516,091 9.3% 909,958 9.4%
125,001 - 150,000 287,293 5.2% 564,471 5.8%
150,001 - 250,000 662,568 11.9% 981,236 10.1%
250,001 - 500,000 266,491 4.8% 463,752 4.8%
> 500,001 184,945 3.3% 264,643 2.7%
As at 31 December 2019 5,552,091 100% 9,729,143 100%

The Group applies the calculation of the present value of future profits or PVFP for the purposes of managing
insurance risk sensitivity. The base run refers to the calculation of liabilities using assumptions for the best
estimate calculation. The base run represents the calculation by applying the assumptions set out in in Note
2.37 during the liability adequacy test. For each policy income from premiums and investments is calculated,
and costs are calculated on the basis of administrative costs and claims expenses.

Changes in variables represent reasonable possible changes which, had they occurred, have led to significant
changes in insurance liabilities at the reporting date. The reasonably possible changes represent neither
expected changes in variables nor worst case scenarios. Changes in each variable were analysed, whereby all
other assumptions remained unchanged, and changes in value of the underlying assets were ignored.

The sensitivity to changes in mortality was calculated by reduction in mortality for pension products by 10%
and an increase in mortality for other products by 10%, while the sensitivity to changes in costs was calculated
by increasing the costs of portfolio maintenance by 10%.

The PVFP results show that changes in interest rates have the most significant effect on profit or loss and the
amount of technical provisions.

Non-life insurance

In non-life insurance variables, which would have the greatest impact on insurance liabilities relate to legal
claims from auto insurance liability. Obligations relating to judicial damages are sensitive to legal, judicial,
political, economic and social trends. The Management Board believes that it is not practicable to quantify
the sensitivity of non-life insurance to changes in these variables.
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2.37.  Principal assumptions that have the greatest effect on recognised insurance assets, liabilities,
income and expenses

li/ Non-life insurance

On the balance sheet date provisions are created for the estimated final cost of settling all claims resulting
from events occurred by that date, whether reported or not, together with relevant costs of processing such
claims, decreased by amounts already paid. The liability for reported but unsettled claims is estimated
separately for every individual claim, taking into consideration the circumstances, available information from
the claims adjuster and historical evidence of amounts of similar claims. Individual claims are regularly
examined and provisions are regularly updated when new information is available. The assessment of
provision for incurred, but unreported losses (IBNR) are generally subject to a greater degree of uncertainty
than the provision for reported losses. IBNR provisions are estimated by the Company’s actuaries.

Depending on the feature of each insurance type, the Group’s portfolio and the form and quality of available
data, IBNR provisions are formed using the most appropriate model which is based on deterministic or stochastic
methods whose basis is the claims triangle. In order to describe as best as possible future claims development,
the selected model may contain one or a combination of several methods.

IBNR provisions are formed according to the lines of business, i.e. homogeneous risk groups.

For long-tail claims, the level of provision greatly depends on the assessment of claims development for which
there is historical data until the final development. The residual factor of claims development is prudently
assessed by using mathematical methods of curves which serve as projections of observed factors or which
are based on actuarial assessment.

The actual method which is used depends on the year of claim occurrence and the observed historical
development of claims. To the extent that these methods use historical claim rates, the past pattern of claim
rates is assumed to recur in the future. There are reasons for partial fulfilment of the above, so the methods
should be modified. Possible reasons may be:

. economic, political and social trends (which cause a different level of inflation than expected);
. changes in the combination of the types of insurance contracts which are acquired;
. random variations, including the effect of major losses,

IBNR provisions are initially estimated in gross amount and a special calculation is performed in order to
assess the reinsurance portion.

Discounting

Except for reported rental claims, non-life insurance provisions are not discounted. The provisions for liability
insurance which are payable in annuities are determined as the current value of future liabilities based on an
interest rate curve of own portfolio, the annual rate of adjustment of the rent and the Mortality Tables for
the Republic of Croatia for the period from 2010 — 2012.

[ii/ Life insurance

Mathematical provisions are calculated by the net prospective method using rational actuarial assumptions,
in accordance with the guidelines issued by HANFA or Group companies regulator. The guaranteed technical
interest rate in insurance policies ranges from 0 % to 6 %, depending on the original (historic) tariff.

In the case of death and survival, policyholders are entitled to a share in the Company’s profit realised by life
insurance funds management. For policies concluded after 31 December 2017, cost and mortality are the
only possible sources of profit. Shares in profit are calculated once a year, at the earliest at the end of the
first or second year of the insurance term, depending on the tariff. The amount of the share in the profit is
determined by the Management Board.

The Company uses mortality tables for Croatia for the period 2010 to 2012 for the calculation of mathematical
reserves.
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i/ Life insurance (continued)
For the purpose of the calculation of mathematical reserves the Company:

- for insurance contracts concluded before 2010, an interest rate of 3% was used (the maximum rate
prescribed by HANFA is 3.3%),

- for insurance contracts concluded in 2010 the interest rate used was 3% and 2.75% (the maximum rate
prescribed by HANFA is 3%),

- for insurance contracts concluded after 2010 until 30 June 2016, the interest rate used was in range 2.75%-
1% (the maximum rate prescribed by HANFA is 2.75%).

- for insurance contracts concluded after 1 July 2016, the interest rate used was in range 1.75%-0%, (the
maximum rate prescribed by HANFA is 1.75% for contracts with a currency clause and 2% for contracts in
HRK),

- for insurance contracts concluded after 1 January 2018, the interest rate used was 1%-0%, and interest rate
of 1.20% was used for insurance contracts with a contractual duration of 5 years (the maximum rate
prescribed by HANFA is 1%, and 1,75% for insurance contracts with a contractual duration of 5 years).

Additionally, in the Group, for purpose of the calculation of mathematical reserves in Bosnia and Herzegovina
for insurance contracts concluded before 1.11.2017, an interest rate of 2% was used, and for insurance
contracts concluded after 1.11.2017, an interest rate of 1.7% and 1.5%. For contracts concluded until
30.6.2015. the Insurance Supervision Agency of the Federation of BiH prescribed a maximum rate of 5%, and
2.75% for contracts concluded after that period. For the purpose of the calculation of mathematical reserves
in Northern Macedonia for insurance contracts concluded before 2014, an interest rate of 3.5% and 4% for
collective insurance contracts was used, for insurance contracts concluded before 2014, and an interest rate
3% is used for insurance contracts contracted during the first two months of 2014 (this was the maximum
rate prescribed by the Insurance Supervision Regulatory Agency in that period). For insurance contracts
contracted after March 2014 and during 2015, the interest rate is 2.75% (which is also the maximum rate
prescribed by the Insurance Supervision Regulatory Agency). For insurance contracts contracted after 2016,
the interest rate is 2.5% (the maximum rate prescribed by the Insurance Supervision Regulatory Agency is
2.5%). For the purposes of calculating the mathematical reserve for insurance contracts contracted during
2018, the interest rate for Crolnvest Flexi and malignant diseases tariffs is 1%, and for insurance contracts
contracted with the start of insurance after June 1, 2020, the interest rate is 2%.

Profit or loss and equity sensitivity to changes in significant variables

Profit or loss and insurance liabilities are mainly sensitive to changes in the rate of investment and the rate
of costs estimated for the calculation of the liability adequacy.

Terms and conditions of insurance contracts that have a significant effect on the amount, duration, and
uncertainty of future cash flows

The Group offers different types of non-life insurance, mainly motor vehicles, property, liability insurance,
marine insurance, transport insurance, and accident insurance. The main source of uncertainty affecting the
amount and timing of future cash flows arises from the uncertainty of the occurrence of future insured events
as well as the uncertainty associated with their amounts. The amount payable under individual claims is
limited by the insured amount as established in the insurance policy.

Other significant sources of uncertainty related to non-life insurance result from legislation that entitles
policyholders to report a claim before the statute of limitation, which occurs three years from the first
notification of the claim, but not later than five years from the beginning of the year after the year of
occurrence. This stipulation is particularly important in cases of permanent disability under accident
insurance, due to difficulties in estimating the period between the occurrence of the accident and the
confirmation of permanent consequences thereof.

The portfolio of non-life insurance does not include products that warrant unlimited coverage, while the
maximum amount for which the insurer may be held liable per each policy due to the occurrence of one loss
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event is always limited by the contractually agreed insured sum. The exception to this rule is motor vehicles
liability insurance in the Green Card Insurance System member states that have unlimited coverage. Since
legal provisions in motor vehicles liability insurance prescribe the application of insured sums in the state
where the damage occurred, this risk cannot be completely avoided, but it can be transferred through
appropriate reinsurance contracts.

2.38. Financial risk management

The Group’s primary objective in financial and underwriting risk management is to maintain a level of capital
which is adequate for the scope and types of insurance it transacts, and with due consideration of the risks it
is exposed to. The Management recognizes the importance of having an efficient and effective risk
management system.

Competent regulatory bodies control the Company’s and Group solvency in order to ensure that there is
coverage for liabilities arising from possible economic changes or natural disasters.

The Group actively manages its assets by using an approach which balances quality, diversification,
harmonization of assets and liabilities, liquidity and return on investments. Management examines and
approves portfolios, determines the limits and supervises the process of managing assets and liabilities. Due
attention is also given to the compliance with the rules established by the Insurance Act.

Transactions with financial instruments result in the Group assuming financial risks. These risks include
market risk, credit risk and liquidity risk. Each of these risks is described below, together with a summary of
the methods used by the Group to manage such risks.

Market risk

Market risk includes currency risk, interest rate risk and price risk. Market risk is the fluctuation risk of future
cash flows fair value of financial instruments resulting from changes in market prices. The comprehensive
system of market risk management is prescribed by a series of internal acts of the Group.

a) Currency risk - the risk of fluctuation of fair value or cash flows under financial instruments resulting
from changes in foreign currency exchange rates.

The Group is exposed to the risk of exchange rate fluctuations through its transactions in foreign currencies,
mostly in euros. The Group is exposed to currency risk through its investments in debt securities, deposits,
loans and other investments, and through premiums, claims and technical provisions under insurance policies
with a currency clause. The Group manages foreign exchange risk by attempting to reduce the difference
between assets and liabilities denominated in foreign currency or with a currency clause. Investments for
covering mathematical provisions are mostly denominated in Euro, since most of the mathematical provisions
are also denominated in Euro. The Group actively uses derivatives in order to hedge against currency risk
exposure. An analysis of the sensitivity of financial assets to the exchange rate fluctuations is given below,
noting that the stated effects of financial assets and liabilities on profit/loss would be partially compensated
by the effects on non-financial liabilities (technical or mathematical provisions):

2020 2019
Impact on Impact on Impact on Impact on
profit before  comprehensive profit before  comprehensive
tax income tax income
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Company
Change of exchange rate by 1% 14,367 5,805 16,444 4,379
Group
Change of exchange rate by 1% 18,419 5,805 17,839 4,651
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At the reporting date, the currency structure of the Company's assets and liabilities is as follows:

Company in HRK’000

Assets

Investments in subsidiaries, associates and participation in
joint ventures

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or loss

Loans and receivables

Reinsurance share in technical provisions

Insurance contract and other receivables

Cash and cash equivalents

Total assets

Liabilities

Technical provisions

Provisions

Financial liabilities

Liabilities arising from insurance contracts, other liabilities
and deferred income

Total liabilities

Foreign currency gap

31 December 2020

31 December 2019

HRK EUR Other Total HRK EUR Other Total
currencies currencies
376,516 ; ; 376,516 279,111 ; ; 279,111
1,279,168 803,167 ; 2,082,335 1,208,906 963,481 - 2,172,387
1,717,419 2,649,645 169,098 4,536,162 2,190,151 2,099,086 157,542 4,446,779
4,168 315,912 101,473 421,553 24,464 361,905 107,208 493,577
680,007 338,928 ; 1,018,935 745,184 460,146 - 1,205,330
271,654 60,388 142,827 474,869 174,602 24,376 14,555 213,533
706,625 79,594 4,795 791,014 717,217 136,209 7,595 861,021
383,521 111,815 17,600 512,936 100,619 23,772 929 125,320
5,419,078 4,359,449 435,793 10,214,320 5,440,254 4,068,975 287,829 9,797,058
3,602,085 3,151,795 281,376 7,035,256 3,466,287 3,087,521 176,620 6,730,428
86,539 ; ; 86,539 102,717 ; - 102,717
49,790 234,488 ; 284,278 40,528 231,139 - 271,667
446,904 94,617 7,328 548,849 510,248 38,123 9,348 557,719
4,185318 3,480,900 288,704 7,954,922 4,119,780 3,356,783 185,968 7,662,531
1,233,760 878,549 147,089 2,259,398 1,320,474 712,192 101,861 2,134,527
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The analysis of the currency structure of the Group's assets and liabilities at the reporting date is as follows:

Group in HRK’000

Assets

Investments in subsidiaries, associates and participation in
joint ventures

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or loss

Loans and receivables

Reinsurance share in technical provisions

Insurance contract and other receivables

Cash and cash equivalents

Total assets

Liabilities

Technical provisions

Provisions

Financial liabilities

Liabilities arising from insurance contracts, other liabilities
and deferred income

Total liabilities

Foreign currency gap

31 December 2020

31 December 2019

HRK EUR Other Total HRK EUR Other Total
currencies currencies
75,211 ; 1,382 76,593 76,281 ; 1,309 77,590
1,279,168 852,056 38,559 2,169,783 1,208,906 1,035,301 71,054 2,315,261
1,738,033 2,957,182 428,433 5,123,648 2,207,639 2,423,456 281,250 4,912,345
4,168 315,912 139,355 459,435 24,464 367,033 127,128 518,625
429,737 345,619 396,166 1,171,522 495,940 466,423 389,797 1,352,160
271,654 52,359 164,252 488,265 174,602 24,533 27,244 226,379
743,751 81,954 76,339 902,044 748,583 139,847 77,777 966,207
465,827 149,277 54,321 669,425 142,745 25,381 49,241 217,367
5,007,549 4,754,359 1,298,807 11,060,715 5,079,160 4,481,974 1,024,800 10,585,934
3,602,085 3,483,994 949,940 8,036,019 3,466,287 3,393,367 834,014 7,693,668
94,063 ; 3,896 97,959 109,578 ; 4,709 114,287
63,972 223,857 36,063 323,392 40,872 218,344 42,800 302,016
470,059 97,463 55,089 622,611 541,412 41,421 51,178 634,011
4,230,179 3,805,314 1,044,988 9,080,481 4,158,149 3,653,132 932,701 8,743,982
777,370 949,045 253,819 1,980,234 921,011 828,342 92,099 1,841,952
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b) Interest rate risk

Interest rate risk is the risk of fluctuation in fair value or cash flows under financial instruments resulting from
changes in market interest rates. The Group is exposed to interest rate risk on the basis of financial
instruments whose value is sensitive to interest rate changes.

Interest rate changes do not affect the level of technical non-life provisions, while the mathematical life
reserve is discounted using the technical rate of interest of a particular product or the maximum interest rate
stipulated by HANFA, which cannot be higher than the weighted average yield on mathematical reserve assets
in the last three years.

The Group monitors this exposure through periodic reviews of its asset and liability positions. The Group
intends to harmonize future earnings from such assets with liabilities under insurance by purchasing state
bonds and other financial instruments with defined cash flows or for which cash flows can be estimated.
However, considering the relatively short duration of such assets and longer period of duration of liabilities
under life insurance, the Group is exposed to interest rate risk.

An analysis of the sensitivity of financial assets to a change in market interest rates is given below:

2020 2019
Impact on Impact on Impact on
X . . Impact on
profit/loss comprehensive  profit/loss before L
. comprehensive income
before tax income tax
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Company
Change in interest rate by
+/-100 bps - (199,268)/199,268 - (233,486)/233,486
Group
Change in interest rate by
+/-100 bps - (239,851)/239,851 - (267,239)/267,239

c) Other price risks

The equity securities risk is caused by the fluctuation of fair value or cash flows in connection with financial
instruments resulting from changes in market prices (which are not the result of interest rate risk or foreign
exchange risk), whether this involves changes caused by factors relatable to an individual financial instrument
or its issuer or if there are other factors which effect all similar financial instruments being traded in the
market.

The marketable equity securities portfolio, which is presented in the balance sheet at fair value, exposes the
Group to this risk. The Group's portfolio comprises securities of various issuers, and the concentration risk in
any individual company is monitored and limited by legal requirements and the adopted limits.

The Group assesses, or measures, and controls the exposure to market risk by monitoring exposure to
investment, establishing the limits and powers of investment, and through a series of statistical and other
quantitative risk measures.
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Price risk analysis

Company

Change in price by +/- 5%
Group

Change in price by +/- 5%

Credit risk

2020 2019
Impact on Impact on Impact on Impact on
profit/loss after  comprehensive profit/loss after comprehensive
tax income tax income
in HRK'000 in HRK'000 in HRK'000 in HRK'000
859/(859) 36,410/(36,410) 2,229/(2,229)  30,469/(30,469)
2,161/(2,161) 37,237/(37,237) 3,199/(3,199)  30,498/(30,498)

Credit risk is the risk that one contractual party to a financial instrument might cause the other party to suffer

financial losses as a result of failure to fulfil its obligations.

The Group is exposed to credit risk through the following financial assets:
e reinsurance share in claims provisions

e receivables from reinsurance under settled claims
e receivables from policyholders

e deposits and given loans

e debt securities (bonds and commercial bills)
e receivables from insurance brokers and other receivables

e cash at bank

The Group manages this risk by a rigorous up-front analysis of credit risk and exposure monitoring, regular
reviews carried out by the Management and regular meetings held to monitor the credit risk development.
The Group manages credit risk and continuously monitors exposure to credit risk. Assessments of
creditworthiness of all policyholders are made, and collaterals are collected prior to payment of granted loans

or renewal of such loans.
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Credit risk exposure

Investments in debt securities
Investments in bank deposits

Loans

Reinsurance share in technical provisions
Insurance contract and other receivables
Cash and cash equivalents

Concentration of receivables from the Republic
of Croatia as at 31 December

Government bonds
Bonds of other state institutions
Undue interest on bonds

Other receivables

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec.2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
5,890,289 6,009,794 6,564,658 6,617,634
508,031 686,296 908,343 1,081,008
510,904 519,034 263,179 271,152
474,869 213,533 488,265 226,379
738,282 847,495 827,503 939,550
512,936 125,320 669,425 217,367
8,635,311 8,401,472 9,721,373 9,353,090
Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
5,493,510 5,629,545 5,528,786 5,643,952

- 101,048 - 118,416

81,756 86,796 81,911 87,238
1,709 1,731 14,300 12,002
5,576,975 5,819,120 5,624,997 5,861,608
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The table below shows the company's asset analysis by category according to the ratings by the agencies

Standard&Poor's (S&P).

Held-to-maturity investments
Ministry of Finance of the Republic of Croatia
Croatian Bank for Reconstruction and Development
(CBRD)
No rating

Available-for-sale financial assets
Ministry of Finance of the Republic of Croatia
Croatian Bank for Reconstruction and Development
(CBRD)
Ministry of Finance of Romania
Ministry of Finance of Hungary
Ministry of Finance of United States
Rated corporations

No rating
Loans and receivables
Rated banks

Other banks and financial institutions*
No rating**

Reinsurance share in technical provisions
Rated reinsurers

Reinsurers rated by another agency
No rating

Insurance contract and other receivables
No rating

Cash and cash equivalents
Rated banks
Other banks and financial institutions*

2020 2019 Company Company
S&P S&P 31 Dec. 2020 31 Dec. 2019
u 000 HRK u 000 HRK
2,082,335 2,172,387
BBB- BBB- 2,038,398 2,089,838
- BBB- - 38,654
- - 43,937 43,895
3,807,954 3,837,407
BBB- BBB- 3,536,868 3,622,603
- BBB- - 66,294
BBB- - 54,962 -
BBB BBB 46,619 22,008
- AA+ - 40,765
B- - 10,127 -
- B+ - 13,867
BB+ BB+ 63,463 24,968
BBB- - 38,379 -
A- - 25,062 -
- - 32,474 46,902
1,018,935 1,205,330
- BBB- - 342,485
A - 6,482 -
- - 501,549 343,811
- - 510,904 519,034
474,869 213,533
A- A- 28,038 6,791
A A 36,487 22,722
A+ A+ 204,849 75,090
AA- AA- 164,632 85,121
AA AA 4,239 1,291
AA+ AA+ 8,911 4,848
- - 24,337 15,020
- - 3,376 2,650
738,282 847,495
- - 738,282 847,495
512,936 125,320
- BBB- - 10,338
- - 512,936 114,982
8,635,311 8,401,472

* Other banks and financial institutions mostly include banks and financial institutions that have no rating and banks and
financial institutions that have no rating, but their parent banks have a rating.

** Loans and receivables with no rating relate to loans to related parties, domestic companies with no rating and retail

loans that are insured.
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Held-to-maturity investments

Ministry of Finance of the Republic of Croatia

Croatian Bank for Reconstruction and
Development (CBRD)
Ministry of Finance of Macedonia
Ministry of Finance of Serbia
No rating

Available-for-sale financial assets

Ministry of Finance of the Republic of Croatia

Croatian Bank for Reconstruction and
Development (CBRD)

Ministry of Finance of Hungary
Ministry of Finance of Macedonia
Ministry of Finance of Serbia

Ministry of Finance of Romania
Ministry of Finance of United States
Rated corporations

No rating
Loans and receivables
Rated banks

Other banks and financial institutions*
No rating**

Reinsurance share in technical provisions
Rated reinsurers

Reinsurers rated by another agency
No rating
Insurance contract and other receivables
No rating
Cash and cash equivalents
Rated banks
Other banks and financial institutions*

2020 2019 Group Group
S&P S&P 31 Dec. 2020 31 Dec. 2019
u 000 HRK u 000 HRK
2,169,783 2,315,261
BBB- BBB- 2,044,591 2,095,954
BBB- BBB- - 38,654
BB- BB- 48,666 50,669
BB+ BB+ 17,044 78,428
- - 59,482 51,556
4,394,875 4,302,373
BBB- BBB- 3,566,106 3,648,704
BBB- BBB- - 66,294
BBB BBB 46,619 22,008
BB- BB- 332,157 293,634
BB+ BB+ 225,526 145,231
BBB- - 54,962 -
- AA+ - 40,765
B- - 10,127 -
- B+ - 13,867
BB+ BB+ 63,463 24,968
BBB- - 38,379 -
A- - 25,062 -
- - 32,474 46,902
1,171,522 1,352,160
- BBB- - 342,485
A - 6,482 -
- - 901,861 738,523
- - 263,179 271,152
488,265 226,379
A- A- 28,038 6,791
A A 36,487 22,722
A+ A+ 204,849 75,090
AA- AA- 164,632 85,121
AA AA 4,239 1,291
AA+ AA+ 8,911 4,848
- - 24,337 15,020
- - 16,772 15,496
- 827,503 939,550
- - 827,503 939,550
669,425 217,367
- BBB- - 29,095
- - 669,425 188,272
9,721,373 9,353,090

* Other banks and financial institutions mostly include banks and financial institutions that have no rating and banks and
financial institutions that have no rating, but their parent banks have a rating.
** Loans and receivables with no rating relate to loans to related parties, domestic companies with no rating and retail

loans that are insured.
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Liquidity risk

Liquidity risk is the risk that a sudden and unexpected withdrawal of liabilities might require the Group to
liguidate assets in a short time and at a low price. It includes both the risk of being unable to fund assets at
appropriate maturities and rates and the risk of being unable to liquidate an asset at a reasonable price and
in an appropriate timeframe. The Group has a portfolio of liquid assets as a part of liquidity risk management
strategy, which ensures continuation of business and satisfies legal requirements.

Legal claims for damages have been met in a timely manner. The Organizational units for finance monitor the
inflows and outflows on a daily basis and develop monthly plans as well as scenarios of deteriorated liquidity.
Liquidity risk is taken into account in the assessment of matching assets and liabilities.

The following table shows the amounts of contracted discounted cash flows for financial assets and, for
insurance liabilities, the estimated maturity of the amounts recognized in the statement of financial position.
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The maturity analysis on the reporting date is as follows:

Company in HRK’000

Assets

Investments in subsidiaries, associates and
participation in joint ventures

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or loss

Loans and receivables

Reinsurance share in technical provisions

Insurance contract and other receivables

Cash and cash equivalents

Total

Liabilities

Technical provisions
Provisions

Financial liabilities

Liabilities arising from insurance contracts, other
liabilities and deferred income

Total

Maturity mismatch

31 December 2020

31 December 2019

No later More No later More
than1 1-3 years 3-5 years 5-10 years than 10 Total than1 1-3 years 3-5 years 5-10 years than 10 Total

year years year years
- - - - 376,516 376,516 - - - - 279,111 279,111
93,011 351,973 468,063 541,334 627,954 2,082,335 328,838 364,050 451,618 510,163 517,718 2,172,387
117,317 660,825 1,382,448 1,878,909 496,663 4,536,162 195,850 360,976 1,552,812 1,571,555 765,586 4,446,779
2,390 1,725 4,168 413,270 - 421,553 27,524 1,573 6,506 457,974 0 493,577
494,006 245,037 106,781 123,731 49,380 1,018,935 346,501 486,534 144,413 173,786 54,096 1,205,330
349,027 62,783 20,476 20,604 21,979 474,869 121,788 36,964 14,469 17,367 22,945 213,533
791,014 - - - - 791,014 861,021 - - - - 861,021
512,936 - - - - 512,936 125,320 - - - - 125,320
2,359,701 1,322,343 1,981,936 2,977,848 1,572,492 10,214,320 2,006,842 1,250,097 2,169,818 2,730,845 1,639,456 9,797,058
2,637,566 1,321,695 1,134,644 884,907 1,056,444 7,035,256 2,373,893 1,155,077 1,174,891 921,196 1,105,371 6,730,428
8,993 29,773 29,899 8,730 9,144 86,539 17,169 33,709 31,845 9,555 10,439 102,717
16,399 29,495 23,408 57,511 157,465 284,278 17,677 21,028 19,804 51,669 161,489 271,667
503,971 26,805 2,714 6,086 9,273 548,849 523,084 16,487 2,460 5,517 10,171 557,719
3,166,929 1,407,768 1,190,665 957,234 1,232,326 7,954,922 2,931,823 1,226,301 1,229,000 987,937 1,287,470 7,662,531
(807,228) (85,425) 791,271 2,020,614 340,166 2,259,398 (924,981) 23,796 940,818 1,742,908 351,986 2,134,527
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The maturity analysis at the Group’s reporting date is as follows:

Group in HRK’000

Assets

Investments in subsidiaries, associates and
participation in joint ventures

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or loss
Loans and receivables

Reinsurance share in technical provisions
Insurance contract and other receivables

Cash and cash equivalents

Total

Liabilities

Technical provisions

Provisions

Financial liabilities

Liabilities arising from insurance contracts, other
liabilities and deferred income

Total

Maturity mismatch

31 December 2020

31 December 2019

The table below shows the future undiscounted cash flows of lease liabilities:

Lease liabilities

31 December 2020

31 December 2019

The table below shows the contractual obligations for future investments (note 32):

Contractual obligations for future investments

31 December 2020

31 December 2019

No later More No later More
than1 1-3 years 3-5 years 5-10 years than 10 Total than1 1-3 years 3-5 years 5-10 years than 10 Total
year years year years
- - - - 76,593 76,593 - - - - 77,590 77,590
114,766 356,015 512,245 558,803 627,954 2,169,783 403,376 387,137 472,399 517,960 534,389 2,315,261
157,921 752,892 1,484,303 1,997,808 730,724 5,123,648 225,363 470,699 1,590,810 1,595,765 1,029,708 4,912,345
18,887 3,605 10,653 423,878 2,412 459,435 37,305 2,953 9,697 467,778 892 518,625
627,518 347,668 134,415 60,408 1,513 1,171,522 411,669 679,126 170,839 89,014 1,512 1,352,160
358,627 63,997 21,661 21,123 22,857 488,265 132,259 38,627 15,182 17,367 22,944 226,379
897,517 3,192 1,333 - 2 902,044 964,910 1,069 65 163 - 966,207
669,425 - - - - 669,425 217,367 - - - - 217,367
2,844,661 1,527,369 2,164,610 3,062,020 1,462,055 11,060,715 2,392,249 1,579,611 2,258,992 2,688,047 1,667,035 10,585,934
3,006,864 1,469,926 1,244,734 1,072,938 1,241,557 8,036,019 2,704,646 1,321,293 1,276,741 1,113,617 1,277,371 7,693,668
10,283 34,763 30,997 10,399 11,517 97,959 19,078 39,104 32,936 11,109 12,060 114,287
24,534 45,843 30,660 62,297 160,558 323,892 22,260 27,452 24,595 58,670 169,039 302,016
572,109 29,073 3,791 8,018 9,620 622,611 594,416 17,757 3,644 7,702 10,492 634,011
3,613,790 1,579,605 1,310,182 1,153,652 1,423,252 9,080,481 3,340,400 1,405,606 1,337,916 1,191,098 1,468,962 8,743,982
(769,129) (52,236) 854,428 1,908,368 38,803 1,980,234 (948,151) 174,005 921,076 1,496,949 198,073 1,841,952
Company in HRK’000 Group in HRK’000
No later More than No later More
than1 1-3 years 3-5 years 5-10 years 10 vears Total than1 1-3 years 3-5 years 5-10 years than 10 Total
year v year years
21,816 40,200 37,620 84,933 232,253 416,822 30,670 56,380 48,211 89,029 249,962 474,252
21,883 37,484 34,965 82,663 237,632 414,627 27,882 48,232 42,479 85,490 245,227 449,310
Company in HRK’000 Group in HRK’000
No later More than No later More
than1 1-3 years 3-5 years 5-10 years 10 vears Total than1 1-3 years 3-5 years 5-10 years than 10 Total
year v year years
- 9,921 - - 148,972 158,893 - 9,921 - - 148,972 158,893
- 3,801 - - 110,968 114,769 - 3,801 - - 110,968 114,769
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Fair value

Fair value is the amount that should be received for an asset sold or paid to settle a liability in an arm’s length
transaction between market participants at the value measurement date. Fair value is based on quoted
market prices, where available. If market prices are not available, fair value is estimated by using discounted
cash flow models or other appropriate pricing techniques. Changes in assumptions on which the estimates
are based, including discount rates and estimated future cash flows, significantly affect the estimates.
Therefore, at this point the estimated fair value cannot be achieved from the sale of a financial instrument.
The fair value of investments at amortised cost is presented below:

31 Dec. 2020 31 Dec. 2019

Net book Net book
Fair value Difference Fair value Difference
value value

in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000

Company

Debt securities 2,082,335 2,339,165 256,830 2,172,387 2,476,605 304,218

Loans 510,904 525,899 14,995 519,034 530,852 11,818

Deposits 508,031 509,435 1,404 686,296 692,933 6,637
3,101,270 3,374,499 273,229 3,377,717 3,700,390 322,673

Group

Debt securities 2,169,783 2,434,028 264,245 2,315,261 2,620,028 304,767

Loans 263,179 264,052 873 271,152 271,374 222

Deposits 908,343 909,746 1,403 1,081,008 1,087,645 6,637
3,341,305 3,607,826 266,521 3,667,421 3,979,047 311,626

Methods of assessment or assumptions in determining fair value

For measuring the fair value, the Group takes into account the IFRS fair value hierarchy rules that reflect the
significance of inputs used in the assessment process. Each instrument is assessed individually and in detail.
The levels of the fair value hierarchy are determined on the basis of the lowest level and the input data that
are important for determining the fair value of the instrument.

Different levels have been defined as follows:
e Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1),

e Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices or interest rate data) or indirectly (that is, derived from prices or
using interest rates) (Level 2),

e Inputs for the asset or liability that are not based on observable market data (unobservable inputs)
(Level 3).
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The overview of fair value by individual levels for investments at amortized cost is presented below:

31 Dec. 2020 31 Dec. 2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Company in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Debt securities 1,074,835 1,264,330 - 2,339,165 2,432,742 43,863 - 2,476,605
Loans - 525,899 - 525,899 - 530,852 - 530,852
Deposits - - 509,435 509,435 - - 692,933 692,933
1,074,835 1,790,229 509,435 3,374,499 2,432,742 574,715 692,933 3,700,390

31 Dec. 2020 31 Dec. 2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Group in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Debt securities 1,114,435 1,319,593 - 2,434,028 2,524,947 95,081 - 2,620,028
Loans - 261,272 2,780 264,052 - 268,458 2,916 271,374
Deposits - - 909,746 909,746 - - 1,087,645 1,087,645

1,114,435 1,580,865 912,526 3,607,826 2,524,947 363,539 1,090,561 3,979,047
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The table below analyses financial instruments carried at fair value using the valuation method.

The Company's assets measured at fair value as at 31 December 2020 are presented as follows:

Level 1 Level 2 Level 3 Total

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Property for own use - - 264,386 264,386
Investment property - - 456,653 456,653
Equity securities 505,893 - 30,241 536,134
Debt securities 3,028,770 777,054 2,130 3,807,954
Investment funds 60,338 128,707 3,029 192,074
Available-for-sale financial assets 3,595,001 905,761 35,400 4,536,162
Equity securities 17,188 - - 17,188
Debt securities - - - -
Investment funds 400,250 - - 400,250
Foreign currency forward contracts - 4,115 - 4,115
Financial assets at fair value through profit or loss 417,438 4,115 - 421,553
Total assets at fair value 4,012,439 909,876 756,439 5,678,754

The Company's assets measured at fair value as at 31 December 2019 are presented as follows:

Level 1 Level 2 Level 3 Total

in HRK'000  in HRK'0O00  in HRK'000  in HRK'000

Property for own use - - 355,252 355,252
Investment property - - 367,521 367,521
Equity securities 497,175 - 25,405 522,580
Debt securities 2,048,645 1,772,023 16,739 3,837,407
Investment funds 59,172 20,879 6,741 86,792
Available-for-sale financial assets 2,604,992 1,792,902 48,885 4,446,779
Equity securities 17,071 - - 17,071
Debt securities - - - -
Investment funds 472,836 - - 472,836
Foreign currency forward contracts - 3,670 - 3,670
Financial assets at fair value through profit or loss 489,907 3,670 - 493,577
Total assets at fair value 3,094,899 1,796,572 771,658 5,663,129

The Group's assets measured at fair value as at 31 December 2020 are presented as follows:

Level 1 Level 2 Level 3 Total

in HRK'000  in HRK'O00  in HRK'000 in HRK'000

Property for own use - - 496,661 496,661
Investment property - - 1,013,247 1,013,247
Equity securities 506,401 - 30,298 536,699
Debt securities 3,270,975 1,121,770 2,130 4,394,875
Investment funds 60,338 128,707 3,029 192,074
Auvailable-for-sale financial assets 3,837,714 1,250,477 35,457 5,123,648
Equity securities 17,187 - - 17,187
Debt securities - - - -
Investment funds 438,133 - - 438,133
Foreign currency forward contracts - 4,115 - 4,115
Financial assets at fair value through profit or loss 455,320 4,115 - 459,435
Total assets at fair value 4,293,034 1,254,592 1,545,365 7,092,991
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The Group's assets measured at fair value as at 31 December 2019 are presented as follows:

Property for own use
Investment property

Equity securities

Debt securities

Investment funds
Available-for-sale financial assets

Equity securities

Debt securities

Investment funds

Foreign currency forward contracts
Financial assets at fair value through profit or loss

Total assets at fair value

The following table presents the changes in level 3 items for the Company:

Company

31 December 2018

Acquisitions

Disposals

(Losses) recognised in other comprehensive income

Gains recognised in other comprehensive income
31 December 2019
Acquisitions

Disposals
(Losses) recognised in other comprehensive income

Gains recognised in other comprehensive income

31 December 2020

The following table presents the changes in level 3 items for the Group:

Group

31 December 2018

Acquisitions

Disposals

(Losses) recognised in other comprehensive income

Gains recognised in other comprehensive income
31 December 2019
Acquisitions

Disposals
(Losses) recognised in other comprehensive income

Gains recognised in other comprehensive income

31 December 2020

Level 1 Level 2 Level 3 Total

in HRK'000  in HRK'000  in HRK'000  in HRK'000

- - 552,633 552,633

- - 873,653 873,653

497,718 - 25,462 523,180

2,219,978 2,065,657 16,738 4,302,373

59,172 20,879 6,741 86,792

2,776,868 2,086,536 48,941 4,912,345

17,071 - - 17,071

497,884 - - 497,884

- 3,670 - 3,670

514,955 3,670 - 518,625

3,291,823 2,090,206 1,475,227 6,857,256

secE?il:iI:Z secu:;:: Investment Total
funds

in HRK'000 in HRK'000 in HRK'000 in HRK'000

2,025 8,686 7,552 18,263

23,023 6,765 - 29,788

- - (811) (811)

357 1,288 - 1,645

25,405 16,739 6,741 48,885

4,987 - - 4,987

- (14,636) - (14,636)

(151) - (3,712) (3,863)

- 27 - 27

30,241 2,130 3,029 35,400

secE‘:il':iI:: secur?'z:: Investment Total
funds

in HRK'000 in HRK'000 in HRK'000 in HRK'000

2,082 8,686 7,552 18,320

23,023 6,765 - 29.788

- - (811) (811)

357 1,287 - 1,644

25,462 16,738 6,741 48,941

4,987 - - 4,987

- (14,636) - (14,636)

(151) - (3,712) (3,863)

- 28 - 28

30,298 2,130 3,029 35,457
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Information on fair value measurements of equity securities, debt securities and investment funds which
included significant parameters that are not available on the market (level 3)

Fair value Range of
at 31 Dec. Unob- inputs
2020 servable (probability- Relationship of unobservable inputs to fair value
—— inputs weighted
in HRK'000 average)
An increase in the discount rate by 100 bps would
Equity 30241 Discount  6.96%-8.96% decrease the fair value by HRK 208 thousand.
securities ! rate (7.96%) A decrease in the discount rate by 100 bps would
increase the fair value by HRK 266 thousand.
An increase in the discount rate by 100 bps would
Debt 2130 Discount  12.5% - 14.5% decrease the fair value by HRK 70 thousand.
securities ! rate (13.5%) A decrease in the discount rate by 100 bps would
increase the fair value by HRK 75 thousand.
An increase in the discount rate by 379 bps would
Investment 3029 Discount  38.6% - 46.2% decrease the fair value by HRK 187 thousand.
funds ! rate (42.41%) A decrease in the discount rate by 379 bps would
increase the fair value by HRK 187 thousand.
Fair value Range of
at 31 Dec. Unob- inputs
2019 servable (probability- Relationship of unobservable inputs to fair value
———————  inputs weighted
in HRK'000 average)
An increase in the discount rate by 100 bps would
Equity 25,405 Discount  7.72%-9.72% decrease the fair value by HRK 179 thousand.
securities ! rate (8.72%) A decrease in the discount rate by 100 bps would
increase the fair value by HRK 222 thousand.
22.89% - An increase in the discount rate by 100 bps would
Debt Discount decrease the fair value by HRK 475 thousand.
. 16,739 24.89% . .
securities rate (23.89%) A decrease in the discount rate by 100 bps would
increase the fair value by HRK 496 thousand.
An increase in the discount rate by 10 b.p. would
Investment 6.741 Discount  -10% - +10% decrease the fair value by HRK 225 thousand.
funds ! rate (0%) A decrease in the discount rate by 10 b.p. would

increase the fair value by HRK 224 thousand.
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The Company has adopted IFRS 13, pursuant to which it is required to disclose the fair value hierarchy of
financial assets that are not measured at fair value as well as a description of valuation techniques and inputs
used.

Financial liabilities are recorded at amortised cost. Since the interest rate they bear is aligned with market
rates, the Management Board believes that the carrying value of these instruments is not significantly
different from their fair value.

The fair value of deposits, loans and financial liabilities are estimated on the basis of inputs that are not
commercially available rates, and would therefore be classified as level 3, or by using publicly available rates
published by the Croatian national bank (for the Company’s loans) and would therefore be classified as level
2 in the fair value hierarchy. Investments with available market prices that are classified in the portfolio of
held-to-maturity investments would be classified as level 1.

The fair values of cash and cash equivalents and insurance contract and other receivables do not differ
significantly from their carrying amounts due to the short-term nature of these financial instruments. Fair
value is determined based on level 2 inputs for cash and cash equivalents and based on level 3 inputs for
insurance contract and other receivable.

The fair value of financial instruments that are not traded in an active market is determined by using valuation
techniques. These valuation techniques maximise the use of observable market data where it is available and
rely as little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument
are observable, the instrument is included in level 2. The fair value of financial instruments that are classified
as level 3 is determined by using discontinued cash flow techniques or other valuation techniques by using
relevant observable market data, information about current business and estimation of issuer’s future
business.

There have been no significant reclassifications from level 1 and level 2 to level 3 and vice versa of financial
assets at fair value through profit or loss in statement of financial position.

The fair value of held-to-maturity investments is based on the available market prices and is classified as level
1in accordance with IFRS 13.

Fair value of properties

An independent valuation of the Company’s investment property was conducted by external valuators in
order to determine the fair value as at 31 December 2020 and 31 December 2019.

To determine fair value of the property for own use, the Group use real estate appraisals conducted by
independent certified authorized external valuators in 2019, whereas in 2020 it reviewed whether there were
any indications of impairment and recognized impairment of the property for own use where there was a
significant difference in its net book value in comparison to the previously determined value. The effects are
listed in Note 16.

Valuation techniques used for determining fair value on Level 3

The fair value of investment property is derived primarily by applying a sales comparison and income
approach, and sometimes lacking information on market parameters by applying the cost method, depending
on a particular property.

The fair value of the property for own use for was carried out primarily by applying the income method.

The most significant inputs in the valuations were prices or rental income per square meter, generated based
on comparable properties in the immediate vicinity and then adjusted by differences in key characteristics.
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Information on fair value measurement of investment property which included significant parameters
that are not available on the market (level 3)

Fair value Fair value
e asat31 asat31 Valuation Unavailable Range of unavailable parameters
Description .
December December technique(s) parameters
2020 2019
2020 2019
Income  Capitalization 5.5-10% 6.5-9%
approach rate
Building unit
Company 456,653 367,521 Cost approach price per m2 100-6,053 375-5.250
(HRK)
Sales Average price
comparison gep 1-23,794 1-26.318
per m2 (HRK)
approach
Capitalization
5.5%-10.5% 6.5%-10.5%
Income rate
approach .
Discount rate 10% 10%
Grou 1,013,247 873,653 ildi i
P Costapproach  building unit 100-6,053 375-5.589
price (HRK)
Sales Building unit
comparison price per m2 1-34,036 1-26.318
approach (HRK)

A significant increase (decrease) in the estimated capitalization rate, average building price and the average
price per m2, with other variables held constant, would have an impact on a significant increase (decrease)
in the fair value of investment property. A significant increase (decrease) in the discount rate, with other
variables held constant, would have an impact on a significant decrease (increase) in the fair value of

investment property.

There is no significant interaction between invisible inputs used in estimates that would have a significant

effect on fair value.
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2.39. Capital management

The Company’s objectives when managing capital are:

e Ensuring the Company's going concern;

e Compliance with Croatian and EU laws and subordinate legislation, regulations and instructions of the
regulatory body governing capital management;

e Maintaining a high level of capitalization and consequently financial stability, thus providing an
adequate level of security to the insurers and the insured party;

e Achieving efficient and optimal capital allocation as well as maximizing return on capital;

e  Ensuring continuous compliance of the Company's and the Group's business strategy with risk
appetite and targeted levels of capital adequacy;

e Providing a high level of capitalization or sufficient surplus capital for further investment in the
development and growth of the Company and the Group.

The Company and the Group are subject to the statutory and subordinate regulations of the Republic of Croatia
and the EU governing capital management, which also define the minimum levels of capital that the Company
and the Group must maintain (regulatory framework Sovereignty 2 applied since 2016). The above-mentioned
regulatory framework defines the rules governing the method of calculation and reporting on capital adequacy.
In particular, it stipulates that the Company and the Group must at all times maintain acceptable own funds
(available capital) in such a manner as to cover the Minimum Capital Requirement (the so-called MCR), as well
as the Solvency Capital Requirement SCR).

The SCR ratio is defined as the ratio of the amount of total eligible own funds to cover the required solvency
capital (SCR) and the amount of solvent capital required. The MCR ratio is defined as the ratio of the amount of
total eligible own funds to cover the Minimum Capital Requirement (MCR) and the amount of minimum required

capital.

Based on information provided internally to key management personnel, the Company and the Group comply
with the legal and subordinate regulations governing the capital adequacy, as follows:

Regulatory requirement Company Company,
31 Dec. 2020 31 Dec. 2019
SCR ratio >100% 268% 277%
MCR ratio >100% 930% 898%
Regulatory requirement Group Group
31 Dec. 2020* 31 Dec. 2019**
SCR ratio >100% 229% 239%
MCR ratio >100% 728% 698%

* Temporary data for the last reference date for which the data is available at the time of this Report are
presented. The Group will disclose the final data for 31 December 2020 as part of the Solvency and Financial
Condition Report of CROATIA osiguranje Group for 2020, which will be published on the Company's website within
the stipulated deadlines.

** Data presented for 31 December 2019 are the data that are published in the Solvency and Financial Condition
Report of CROATIA osiguranje Group for 2019.

The Company and the Group regularly monitor capital adequacy and conduct stress tests of capital and its
adequacy in order to prevent the possibility of capital shortages in time.
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3. Segment reporting

The Company's statement of comprehensive income by segments for the year is as follows:

Gross written premiums
Premiums ceded to reinsurance and
coinsurance

Written premiums, net of
reinsurance and coinsurance

Change in gross provisions for
unearned premiums

Change in provision for unearned
premiums, reinsurance and
coinsurance share

Earned premiums, net of reinsurance
and coinsurance

Commission and fee income
Finance income

Other operating income
Net operating income

Claims incurred
Reinsurance share of claims incurred

Claims incurred, net of reinsurance
and coinsurance

Acquisition costs
Administrative expenses
Other operating expenses
Finance costs

Profit before tax
Taxation

Profit for the year

2020 2020 2020 2019 2019 2019
in HRK'000  in HRK'000 in HRK'000 in HRK'000 in HRK'000  in HRK'000
NON-LIFE LIFE TOTAL NON-LIFE LIFE TOTAL

2,290,996 453,598 2,744,594 2,225,101 517,407 2,742,508
(248,704) (72) (248,776) (247,719) (89) (247,808)
2,042,292 453,526 2,495,818 1,977,382 517,318 2,494,700
(13,289) (153) (13,442) 4,452 (523) 3,929
16,514 (4) 16,510 (13,113) 3 (13,110)
2,045,517 453,369 2,498,886 1,968,721 516,798 2,485,519
39,478 2,100 41,578 33,928 2,155 36,083
260,307 148,372 408,679 272,303 134,317 406,620
40,976 442 41,418 46,362 331 46,693
2,386,278 604,283 2,990,561 2,321,314 653,601 2,974,915
(1,530,511) (486,441)  (2,016,952) (1,213,531) (512,960)  (1,726,491)

348,110 (10) 348,100 125,415 10 125,425

(1,182,401) (486,451)  (1,668,852) (1,088,116) (512,950)  (1,601,066)
(448,796) (28,952) (477,748) (474,736) (37,327) (512,063)
(353,292) (36,494) (389,786) (358,459) (47,146) (405,605)

(40,005) (717) (40,722) (44,135) (408) (44,543)

(115,315) (23,998) (139,313) (50,973) (7,279) (58,252)

246,469 27,671 274,140 304,895 48,491 353,386

(39,647) (4,904) (44,551) (51,440) (8,815) (60,255)

206,822 22,767 229,589 253,455 39,676 293,131
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The Company's statement of financial position by segments at the reporting date is as follows:

31 Dec. 2020 31 Dec. 2020 31 Dec. 2020 31 Dec. 2019 31 Dec. 2019 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Assets NON-LIFE LIFE TOTAL NON-LIFE LIFE TOTAL
Intangible assets 96,858 - 96,858 36,993 - 36,993
Deferred acquisition costs 208,350 - 208,350 226,110 - 226,110
Property and equipment 552,892 14 552,906 641,451 10 641,461
Investment property 456,653 - 456,653 367,521 - 367,521
Investments in subsidiaries,
associatesand 376,516 - 376,516 279,111 - 279,111
participation in joint
ventures
Held-to-maturity investments 998,547 1,083,788 2,082,335 944,029 1,228,358 2,172,387
A"a'fszleet';cor'sale financial 2,731,918 1,804,244 4,536,162 2,817,919 1,628,860 4,446,779
Financial assets at fair value 20,985 400,568 421,553 47,661 445,916 493,577
through profit or loss
Loans and receivables 792,317 226,618 1,018,935 1,009,106 196,224 1,205,330
Reinsurance share in technical 474,856 13 474,869 213,507 26 213,533
provisions
Deferred tax assets - - - - - -
Insurance contract and other 794,075 621 794,696 868,256 503 868,759
receivables
Cash and cash equivalents 450,515 62,421 512,936 100,317 25,003 125,320
Total assets 7,954,482 3,578,287 11,532,769 7,551,981 3,524,900 11,076,881
Capital and reserves
Subscribed share capital 545,037 44,289 589,326 545,037 44,289 589,326
Premium on issued shares 681,483 - 681,483 681,483 - 681,483
Reserves 316,742 85,296 402,038 316,742 85,296 402,038
Revaluation reserve 326,932 144,192 471,124 368,661 147,995 516,656
Retained earnings 1,209,882 179,986 1,389,868 1,001,742 157,219 1,158,961
Total capital and reserves 3,080,076 453,763 3,533,839 2,913,665 434,799 3,348,464
Liabilities
Technical provisions 3,980,977 3,054,279 7,035,256 3,712,920 3,017,508 6,730,428
Provisions 83,968 2,571 86,539 99,786 2,931 102,717
Deferred tax liability 6,105 29,875 35,980 14,659 30,458 45,117
Financial liabilities 282,749 1,529 284,278 271,367 300 271,667
Liabilities arising from
Insurance contracts, 516,261 36,270 552,531 526,553 38,904 565,457
other liabilities and
deferred income
Current income tax liabilities 4,346 - 4,346 13,031 - 13,031
Total liabilities 4,874,406 3,124,524 7,998,930 4,638,316 3,090,101 7,728,417
T“"':;:';;:?;; reserves and 7,954,482 3,578,287 11,532,769 7,551,981 3,524,900 11,076,881
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The Group's statement of comprehensive income by segments for the year is as follows:

Gross written premiums

Premiums ceded to reinsurance and

coinsurance
Written premiums, net of
reinsurance and coinsurance

Change in gross provisions for
unearned premiums

Change in provision for unearned
premiums, reinsurance and
coinsurance share

Earned premiums, net of
reinsurance and coinsurance

Commission and fee income
Finance income

Other operating income
Net operating income

Claims incurred
Reinsurance share of claims
incurred

Claims incurred, net of reinsurance

and coinsurance

Acquisition costs
Administrative expenses
Other operating expenses
Finance costs

Share in profit of associates

Profit before tax
Income tax

Profit for the year

2020 2020 2020 2019 2019 2019
in HRK'000  in HRK'000  in HRK'000  in HRK'000  in HRK'000  in HRK'000
NON-LIFE LIFE TOTAL NON-LIFE LIFE TOTAL
2,686,345 551,053 3,237,398 2,657,337 645,821 3,303,158
(277,526) (335) (277,861) (273,529) (196)  (273,725)
2,408,819 550,718 2,959,537 2,383,808 645,625 3,029,433
3,943 -176 3,767 (10,532) (536) (11,068)
16,181 53 16,234 (15,734) 24 (15,710)
2,428,943 550,595 2,428,943 2,357,542 645,113 3,002,655
41,068 2,100 43,168 35,390 2,155 37,545
330,071 168,879 498,950 334,100 152,049 486,149
171,658 1,063 172,721 161,678 450 162,128
2,971,740 722,637 3,694,377 2,888,710 799,767 3,688,477
(1,721,551)  (568,375)  (2,289,926)  (1,409,162) (625,266)  (2,034,428)
353,166 119 353,285 129,979 10 129,989
(1,368,385)  (568,256)  (1,936,641)  (1,279,183) (625,256)  (1,904,439)
(536,132) (41,584) (577,716) (558,419) (62,329)  (620,748)
(539,660) (43,476) (583,136) (535,558) (55,408)  (590,966)
(65,456) (1,498) (66,954) (66,790) (1,007) (67,797)
(122,793) (25,886) (148,679) (96,002) (8,839)  (104,841)
10,339 - 10,339 11,947 - 11,947
349,653 41,937 391,590 364,705 46,928 411,633
(56,957) (6,431) (63,388) (62,364) (9,530) (71,894)
292,696 35,506 328,202 302,341 37,398 339,739
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The Group's statement of financial position by segments at the reporting date is as follows:

31 Dec. 2020 31 Dec. 2020 31 Dec. 2020 31 Dec. 2019 31 Dec. 2019 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
Assets NON-LIFE LIFE TOTAL NON-LIFE LIFE TOTAL
Intangible assets 107,472 401 107,873 48,319 408 48,727
Deferred acquisition costs 247,354 - 247,354 268,986 - 268,986
Property and equipment 854,413 19,973 874,386 885,503 21,124 906,627
Investment property 1,011,390 1,857 1,013,247 872,024 1,629 873,653
Investments in subsidiaries,
associatesand 76,593 - 76,593 77,590 - 77,590
participation in joint
ventures
Held-to-maturity investments 1,037,924 1,131,859 2,169,783 1,037,567 1,277,694 2,315,261
A"a'fszleet:or'sale financial 2,994,697 2,128,951 5,123,648 2,990,715 1,921,630 4,912,345
Financial assets at fair value 39,729 419,706 459,435 62,445 456,180 518,625
through profit or loss
Loans and receivables 774,800 396,722 1,171,522 991,674 360,486 1,352,160
Reinsurance share in 488,141 124 488,265 226,299 80 226,379
technical provisions
Deferred tax assets 1,653 - 1,653 1,740 - 1,740
Insurance contract and other 940,660 18,454 959,114 1,012,116 23,439 1,035,555
receivables
Cash and cash equivalents 581,552 87,873 669,425 177,986 39,381 217,367
Total assets 9,156,378 4,205,920 13,362,298 8,652,964 4,102,051 12,755,015
Capital and reserves
Subscribed share capital 545,037 44,289 589,326 545,037 44,289 589,326
Premium on issued shares 681,483 - 681,483 681,483 - 681,483
Reserves 316,742 85,296 402,038 316,742 85,296 402,038
Fair value reserve 386,496 181,953 568,449 432,714 176,624 609,338
Retained earnings 1,628,770 237,285 1,866,055 1,335,581 201,873 1,537,454
Equity attributable to owners 3,558,528 548,823 4,107,351 3,311,557 508,082 3,819,639
of the parent
Non-controlling interest 11,908 746 12,654 11,923 630 12,553
Total capital and reserves 3,570,436 549,569 4,120,005 3,323,480 508,712 3,832,192
Liabilities
Technical provisions 4,505,579 3,530,440 8,036,019 4,233,605 3,460,063 7,693,668
Provisions 95,351 2,608 97,959 111,329 2,958 114,287
Deferred tax liability 50,751 34,005 84,756 47,246 33,652 80,898
Financial liabilities 318,779 5,113 323,892 297,695 4,321 302,016
Liabilities arising from
Insurance contracts, 597,026 82,655 679,681 611,737 91,622 703,359
other liabilities and
deferred income
Current income tax payable 18,456 1,530 19,986 27,872 723 28,595
Total liabilities 5,585,942 3,656,351 9,242,293 5,329,484 3,593,339 8,922,823
Tma:;zz;:::;reserves and 9,156,378 4205920 13,362,298 8,652,964 4,102,051 12,755,015
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The measurement of the assets and liabilities segment and the revenues and result segment is based on the
accounting policies set out in the notes on accounting policies. Based on the internal management reports, the
key performance measure for measurement of profitability of each segment and insurance type identified by the
Group is gross written premium and profit before tax.

The Group’s main reportable segments are non-life and life. The Group performs insurance business in segments
of non-life and life insurance. Among other important activities, the Group also carries out activities of pension
fund management, technical examinations and providing medical services of clinics within the segment of non-
life.

Segment results, assets and liabilities include items directly attributable to the segment as well as those that are
allocated on a reasonable basis.

The main products offered by reportable segments include:

Non-life:
e Accident insurance
e Health insurance
e Road motor vehicle insurance
e Railroad rolling stock insurance
e Aircraft insurance
e Vessel insurance
e Insurance for goods in transit
e Insurance against fire and natural disasters
e  Other types of property insurance
e  Motor third party liability insurance
e Aircraft liability insurance
e Vessel liability insurance
e Other types of liability insurance
e Loan insurance/credit insurance
e Suretyinsurance
e Miscellaneous financial loss insurance
e Legal expenses insurance
e Assistance

Life:
e Lifeinsurance
e Annuity insurance
e Additional insurance with life insurance
e Life or annuity insurance where the policyholder bears the investment risk
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An overview of gross written premium (after value adjustment) by type of insurance is shown below:

Company Company Group Group
2020 2019 2020 2019
in HRK'0O00  in HRK'000 in HRK'O00 in HRK'000
Accident insurance 113,650 114,899 135,181 135,112
Health insurance 356,071 349,640 362,095 351,213
Road motor vehicle insurance 372,238 369,021 423,623 418,432
Railroad rolling stock insurance 2,193 1,539 2,193 1,539
Aircraft insurance 4,706 4,416 4,706 4,416
Vessel insurance 34,341 32,002 34,341 32,002
Insurance for goods in transit 17,060 16,907 18,224 17,786
Insurance against fire and natural disasters 237,345 221,889 257,648 241,648
Other types of property insurance 403,058 390,946 418,536 403,164
Motor third party liability insurance 538,823 512,043 793,958 772,901
Aircraft liability insurance 2,646 2,713 2,646 2,713
Vessel liability insurance 7,213 6,479 7,215 6,481
Other types of liability insurance 138,207 132,273 143,490 135,696
Loan insurance/credit insurance 14,984 18,976 23,521 57,789
Surety insurance 1,833 2,258 4,596 7,459
Miscellaneous financial loss insurance 38,154 36,198 39,838 37,834
Legal expenses insurance 138 1,897 138 1,898
Assistance 8,336 11,005 14,396 29,254
Total non-life insurance 2,290,996 2,225,101 2,686,345 2,657,337
Life insurance 433,025 500,005 518,007 619,672
Annuity insurance 4,177 4,039 4,177 4,039
Additional insurance with life insurance 12,225 13,358 16,218 17,679
Life or annuity insurance where the policyholder bears the
investment risk 4,171 5 12,651 4,431
Total life insurance 453,598 517,407 551,053 645,821
Total 2,744,594 2,742,508 3,237,398 3,303,158
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An overview of the Company's and the Group's revenues by geographical area is shown below:

Company in HRK’000

Written premiums, net of reinsurance and coinsurance
Commission and fee income, Finance income and Other operating income 491,432 243

Net operating income

Company in HRK’000

Written premiums, net of reinsurance and coinsurance
Commission and fee income, Finance income and Other operating income 489,357 39

Net operating income

Group in HRK’000

Written premiums, net of reinsurance and
coinsurance

Commission and fee income, Finance
income and Other operating income

Net operating income

Group in HRK’000

Written premiums, net of reinsurance and
coinsurance

Commission and fee income, Finance
income and Other operating income

Net operating income

2020
Repub|.|c Slovenia Other TOTAL
of Croatia countries
2,458,055 23,528 17,303 2,498,886
- 491,675

2,949,487 23,771

17,303 2,990,561

2019
Republic ¢, enia Other  ro7aL

of Croatia countries
2,479,042 5,459 1,018 2,485,519
- 489,396

2,968,399 5,498

1,018 2,974,915

2020
Republic  Republic Bosnia and North Other TOTAL
of Croatia  of Serbia Herzegovina Macedonia countries
2,449,293 208,673 146,002 134,739 40,831 2,979,538
658,122 22,967 12,788 20,719 243 714,839
3,107,415 231,640 158,790 155,458 41,074 3,694,377
2019
Republic  Republic Bosnia and North Other TOTAL
of Croatia  of Serbia  Herzegovina Macedonia countries
2,468,549 211,723 164,627 151,279 6,477 3,002,655
633,064 16,644 18,134 17,941 39 685,822
3,101,613 228,367 182,761 169,220 6,516 3,688,477
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4, Premiums

TOTAL LIFE AND NON-LIFE

Gross written premiums
Impairment and collected premium
impairment

Gross premiums written

Reinsurance premium in the country
Reinsurance premium abroad
Co-insurance premium in the country

Gross premiums ceded to reinsurance and co-
insurance

Written premiums, net of reinsurance and
coinsurance

Gross provisions for unearned premiums

Provisions for unearned premiums, reinsurance

share

Provisions for unearned premiums,

coinsurance share

Change in provisions for unearned premiums

Earned premiums, net of reinsurance and
coinsurance

LIFE

Gross written premiums

Reinsurance premium abroad
Premium ceded to reinsurance
Written premiums, net of reinsurance

Gross provisions for unearned premiums

Provisions for unearned premiums, reinsurance
share

Change in provisions for unearned premiums

Earned premiums, net of reinsurance

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
2,741,819 2,738,698 3,240,231 3,304,975
2,775 3,810 (2,833) (1,817)
2,744,594 2,742,508 3,237,398 3,303,158
(19) (98) (9,256) (7,961)
(242,804) (243,547) (259,265) (259,087)
(5,953) (4,163) (9,340) (6,677)
(248,776) (247,808) (277,861) (273,725)
2,495,818 2,494,700 2,959,537 3,029,433
(13,442) 3,929 3,768 (11,068)
15,749 (13,098) 15,272 (15,711)
761 (12) 961 1
3,068 (9,181) 20,001 (26,778)
2,498,886 2,485,519 2,979,538 3,002,655
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
453,598 517,407 551,053 645,821
(72) (89) (335) (196)

(72) (89) (335) (196)
453,526 517,318 550,718 645,625
(153) (523) (176) (536)

(4) 3 53 24

(157) (520) (123) (512)
453,369 516,798 550,595 645,113
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4, Premiums (continued)

NON-LIFE

Gross written premiums

Impairment and collected premium impairment
Gross premiums written

Reinsurance premium in the country
Reinsurance premium abroad

Co-insurance premium in the country

Premium ceded to reinsurance

Written premiums, net of reinsurance

Gross provisions for unearned premiums

Provisions for unearned premiums, reinsurance
share

Provisions for unearned premiums, coinsurance
share

Change in provisions for unearned premiums

Earned premiums, net of reinsurance

5. Commission and fee income

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
2,288,221 2,221,291 2,689,178 2,659,154
2,775 3,810 (2,833) (1,817)
2,290,996 2,225,101 2,686,345 2,657,337
(19) (98) (9,256) (7,961)
(242,732) (243,458) (258,930) (258,891)
(5,953) (4,163) (9,340) (6,677)
(248,704) (247,719) (277,526) (273,529)
2,042,292 1,977,382 2,408,819 2,383,808
(13,289) 4,452 3,944 (10,532)
15,753 (13,101) 15,219 (15,735)
761 (12) 961 1
3,225 (8,661) 20,124 (26,266)
2,045,517 1,968,721 2,428,943 2,357,542

Commission and fee income in the amount of HRK 41,578 thousand (2019: HRK 36,083 thousand) for the
Company and HRK 43,168 thousand (2019: HRK 37,545 thousand) for the Group relate to commissions from

reinsurance companies under reinsurance contracts.
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6. Finance income
Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000  in HRK'000
Interest income 179,496 215,930 195,584 229,541
Dividend income 25,698 44,953 9,410 25,591
Gains on investment property 25,350 25,299 105,946 106,967
Gain on bargain purchase - - 5,628 -
Foreign exchange gains 63,301 23,846 64,480 25,385
Realised gains from financial assets 89,829 60,572 89,878 60,922
Unrealised gains from flnanual assets at fair 212 3825 2105 4,891
value through profit or loss
Unreall;ed .galn.s on Fha_nge in fair value of 3825 3976 3825 3976
derivative financial instruments
Reversal of |m.pa|rment. and collection of 14,313 10,662 14,709 10,662
amounts previously written off - loans
Collection of amounts previously written off -
798 1,496 799 1,496
other
Other income 5,857 16,061 6,586 16,718
408,679 406,620 498,950 486,149
6.1. Interestincome
Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Interest on held-to-maturity investments 74,834 96,813 78,751 102,231
Interest on available-for-sale financial assets 80,540 89,098 96,609 102,031
Given deposits 6,584 7,200 15,010 15,358
Given loans and other placements 17,538 22,819 5,214 9,921
179,496 215,930 195,584 229,541
6.2. Income from investment property
Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Rental income 22,945 21,254 89,635 84,349
Incomg from increase in the value of land and 3,778 3028 19,431 21,601
buildings (Note 17)
Net (Io.ss!/mcome from the sale of land and (1,373) 1017 (3,120) 1,017
buildings
25,350 25,299 105,946 106,967
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The table below presents future minimum lease payments from uncancellable operating lease contracts:

Up to 1 year
From 1-5 years

Over 5 years

6.3. Realised gains from financial assets

Financial assets at fair value through profit or
loss

Available-for-sale financial assets
Derivative financial instruments

6.4. Foreign exchange gains

Held-to-maturity investments
Available-for-sale financial assets

Financial assets at fair value through profit or
loss

Deposits

Borrowings

Foreign currency accounts
Derivative financial instruments
Other

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
14,931 13,425 26,860 20,762
15,546 18,187 56,562 47,960
1,989 2,980 85,420 94,373
32,466 34,592 168,842 163,095
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
104 1,050 153 1,155
84,682 47,471 84,682 47,716
5,043 12,051 5,043 12,051
89,829 60,572 89,878 60,922
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
17,990 4,899 18,191 5,305
22,138 8,430 23,086 9,535
189 58 189 58

6,047 3,423 6,047 3,423
2,960 1,512 2,982 1,538
12,745 5,476 12,750 5,477
1,226 47 1,226 47

6 1 9 2

63,301 23,846 64,480 25,385
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7. Other operating income

Income from liabilities and collected
receivables written off

Income from guarantee fund

Income from penalty interest

Net recourse income

Income from claims incurred abroad

Income from assessment services

Income from reversal of long-term provisions
Gain on sale of tangible assets

Income from estimation of property for own
use

Income from collection of the premium
claimed

Other income - insurance
Income from motor vehicle examination

Revenue from the provision of polyclinic
medical services

Income from entry and management fees

Other income — non-insurance

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
2,348 3,594 4,271 3,969
174 351 174 351
8,392 5,419 8,547 5,502
547 564 5,767 1,623
3,670 4,929 4,318 5,457
3,515 4,802 3,368 4,604
3,042 1,300 5,149 2,958
924 119 3,104 17

- 11,678 150 11,901

4,877 4,415 4,896 4,415
13,929 9,522 25,256 18,287

- B 73,284 75,223

- B 22,395 17,001

- B 12,042 10,629

- B - 191

41,418 46,693 172,721 162,128

Income from motor vehicle examination, polyclinic medical services and income from entry and management
fees by geographical area mostly relate to the Republic of Croatia and to non-life reportable segment.
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8. Claims incurred, net of reinsurance

Claims incurred

Reinsurance and coinsurance share in
claims incurred

TOTAL LIFE AND NON-LIFE
Expenditure for insured events, net
Claims paid

Gross amount

Coinsurance share

Reinsurance share

Change in claims provisions, net
Gross amount

Coinsurance share

Reinsurance share

Change in mathematical provision and
other technical provisions, net

Change in insurance mathematical
provisions
Gross amount

Reinsurance share

Change in other technical provisions, net

of reinsurance

Change in special provision for life

insurance group where the policyholder

bears the investment risk, net

Gross amount
Reinsurance and coinsurance share

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
2,016,952 1,726,491 2,289,926 2,034,428
(348,100) (125,425) (353,285) (129,989)
1,668,852 1,601,066 1,936,641 1,904,439
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
1,687,741 1,461,133 1,928,681 1,703,812
1,621,634 1,503,989 1,847,088 1,721,973
1,724,909 1,618,331 1,954,896 1,844,291
(2,972) (4,618) (2,907) (2,777)
(100,303) (109,724) (104,900) (119,541)
66,107 (42,856) 81,593 (18,161)
310,942 (31,783) 327,081 (10,500)
1,988 (1,834) 1,961 (1,842)
(246,823) (9,239) (247,449) (5,819)
25,528 151,248 46,085 209,487
41,905 156,374 62,786 217,843
41,895 156,384 62,776 217,853
10 (10) 10 (10)
(16,377) (5,126) (16,701) (8,356)
(44,417) (11,315) (38,125) (8,860)
2,016,952 1,726,491 2,289,926 2,034,428
(348,100) (125,425) (353,285) (129,989)
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Company Company Group Group
2020 2019 2020 2019
NON-LIFE in HRK'000 in HRK'000 in HRK'000 in HRK'000
Expenditure for insured events, net 1,205,378 1,104,584 1,391,686 1,298,881
Claims paid 1,172,469 1,140,206 1,345,357 1,311,674
Gross amount 1,275,744 1,254,548 1,453,035 1,433,992
Coinsurance share (2,972) (4,618) (2,907) (2,777)
Reinsurance share (100,303) (109,724) (104,771) (119,541)
Change in claims provisions, net 32,909 (35,622) 46,329 (12,793)
Gross amount 277,744 (24,549) 291,817 (5,132)
Coinsurance share 1,988 (1,834) 1,961 (1,842)
Reinsurance share (246,823) (9,239) (247,449) (5,819)
Change in njathema?u.:al provision and (22,077) (16,468) (23,301) (19,698)
other technical provisions, net
Chan.g.e in insurance mathematical (6,600) (11,342) (6,600) (11,342)
provisions
Gross amount (6,600) (11,342) (6,600) (11,342)
Reinsurance share - - - -
Ch_ange in other technical provisions, net of (16,377) (5,126) (16,701) (8,356)
reinsurance
Gross amount (16,377) (5,126) (16,701) (8,356)
Gross amount 1,530,511 1,213,531 1,721,551 1,409,162
Reinsurance and co-insurance share (348,110) (125,415) (353,166) (129,979)
Company Company Group Group
2020 2019 2020 2019
LIFE in HRK'000 in HRK'000 in HRK'000 in HRK'000
Expenditure for insured events, net 482,363 356,549 536,995 404,931
Claims paid, gross 449,165 363,783 501,860 410,299
Change in claims provisions, gross 33,198 (7,234) 35,264 (5,368)
Reinsurance share - - (129) -
Change in mathematical provision and
other technical provisions, net of 48,505 167,716 69,386 229,185
reinsurance
Chan.g.e in insurance mathematical 48,505 167,716 69,386 229,185
provisions
Gross amount 48,495 167,726 69,376 229,195
Reinsurance share 10 (10) 10 (10)
Change in other technical provisions, net i i i i
of reinsurance
Gross amount - - - -
Change in special provision for life
insurance group where the policyholder
bears the investment risk, net of (44,417) (11,315) (38,125) (8,860)
reinsurance
Gross amount 486,441 512,960 568,375 625,266
Reinsurance share 10 (10) (119) (10)
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Claims paid - gross amount

Expenses for claims

Staff costs

Interest expense on claims
Claims paid

Collected recourses
Recourse costs

Staff costs

Net salaries and fees
Contributions from salaries
Taxes and surtaxes
Contributions on salaries
Other employee costs

9. Acquisition costs

Commission
Other acquisition costs

Change in deferred acquisition costs

NON-LIFE

Commission
Other acquisition costs
LIFE

Commission
Other acquisition costs

Change in deferred acquisition costs (Note

15.1)
TOTAL LIFE AND NON-LIFE

9.1. Commission

Commission expenses - agents
Commission expenses - employees
Commission for banks, agencies and

brokers

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
1,676,072 1,603,955 1,898,163 1,821,041
57,661 60,786 65,313 68,473
11,457 15,553 11,828 15,805
38,544 41,887 42,557 46,299
(65,122) (113,781) (69,262) (117,256)
6,297 9,931 6,296 9,929
1,724,909 1,618,331 1,954,895 1,844,291
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
28,959 31,547 34,610 37,290
8,185 8,809 9,543 10,216
4,222 4,646 4,365 4,803
6,580 7,253 6,900 7,599
9,715 8,531 9,895 8,565
57,661 60,786 65,313 68,473
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
248,858 263,989 266,672 296,122
182,176 185,454 247,303 242,427
17,760 25,293 22,158 19,869
448,794 474,736 536,133 558,418
7,465 11,400 14,966 31,101
21,489 25,927 26,617 31,229
28,954 37,327 41,583 62,330
256,323 275,389 281,638 327,223
203,665 211,381 273,920 273,656
17,760 25,293 22,158 19,869
477,748 512,063 577,716 620,748
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
6,643 7,261 8,945 8,670
75,370 75,788 75,370 79,438
174,310 192,340 197,323 239,115
256,323 275,389 281,638 327,223
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9.2. Other acquisition costs

Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Marketing costs 37,338 31,075 43,432 35,111
Sales staff costs 152,339 170,799 212,729 224,020
Other direct sales costs 13,988 9,507 17,759 14,525
203,665 211,381 273,920 273,656
Company Company Group Group
Sales staff costs 2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Net salaries and fees 78,311 80,343 133,351 126,645
Contributions from salaries 20,978 21,950 20,979 21,950
Taxes and surtaxes 11,039 12,309 11,100 12,863
Contributions on salaries 16,497 17,480 21,237 22,324
Other employee costs 25,514 38,717 26,062 40,238
152,339 170,799 212,729 224,020
10. Administrative expenses

Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Amortisation and depreciation of assets 57,063 57,935 81,982 78,171

Salaries, taxes and contributions from and on
salaries 131,335 143,740 209,664 214,529
Other administrative expenses 201,388 203,930 291,490 298,266
389,786 405,605 583,136 590,966

10.1 Amortisation and depreciation

Company Company Group Group
2020 2019 2020 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Amortisation (Note 15) 18,299 17,294 20,703 19,494
Depreciation (Note 16) 24,162 27,162 40,229 38,742
Depreciation — right-of-use assets (Note 16) 14,602 13,479 21,050 19,935
57,063 57,935 81,982 78,171

10.2 Salaries, taxes and contributions from and on salaries

Company Company Group Group

2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Net salaries and fees 75,149 81,632 128,123 127,873
Contributions from salaries 21,753 23,567 33,046 34,379
Taxes and surtaxes 16,948 19,100 22,746 24,902
Contributions on salaries 17,485 19,441 25,749 27,375
131,335 143,740 209,664 214,529
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10.3 Other administrative expenses

Services

Vacation allowance to employees

Net provision for jubilee awards and
termination benefits

Other employee benefits in line with collective
agreement

Net provisions for unused vacation days

Other provisions, net

Provisions for legal disputes, net (Note 26)
Materials used

Energy consumed

Transportation to and from work

Insurance premiums

Entertainment

Commission expenses of credit card companies
Other contributions and fees

Daily allowances and transportation expenses
Bank services

Other various costs and expenditures

11. Other operating expenses

Guarantee fund fee

Fee to Croatian Insurance Bureau

Fire Department fee

Fee to Croatian Financial Services Supervisory
Agency

Contributions for health insurance from motor
liability premium

Other insurance-technical expenses
Impairment of property and equipment (Note
16)

Other impairment

Other expenses

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
137,539 116,514 169,810 148,837
579 595 1,400 1,549
6,405 5,030 7,248 7,846
4,398 5,041 5,290 6,797
(1,711) 926 (989) 1,196
(1,325) (2,507) (782) 1,507
(3,756) 2,966 (1,606) 5,106
3,369 2,549 10,632 7,851
7,414 10,184 12,051 14,444
1,738 3,934 4,007 6,082
11,974 12,464 13,897 13,720
2,747 5,199 3,874 7,266
8,927 9,349 9,275 9,712
10,930 12,772 21,639 23,307
788 2,660 1,019 3,426

113 509 3,227 4,695
11,259 15,745 31,498 34,925
201,388 203,930 291,490 298,266
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
7,468 4,129 10,670 7,257
1,541 1,625 1,541 1,625
5,845 5,368 6,871 6,974
2,261 2,044 3,668 3,288
11,147 10,900 19,895 19,530
7,447 8,481 15,148 15,332
325 5,326 2,580 5,292
1,830 2,502 2,401 2,835
2,858 4,168 4,180 5,664
40,722 44,543 66,954 67,797
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12. Finance costs

Reversal of impairment of investments
Impairment of investments
Impairment of investments, net
Realised losses on investments
Foreign exchange losses
Unrealised losses on investments in financial assets at
fair value through profit or loss
Unrealised losses on changes in fair value of derivative
financial instruments
Payment transaction fees
Interest expense
Interest on lease liabilities
Utilities - investments
Staff costs - investments
Other investment costs

12.1. Impairment of investments

Investments in subsidiaries and associates (Note 18.3)
Available-for-sale financial assets

Cash and cash equivalents

Impairment of loans given

Losses from changes in fair value of property
(Note 17)

12.2. Realised losses on investments

Realised losses on available-for-sale financial assets
Realised losses on derivative financial instruments

Realised losses on investments at fair value through
profit or loss

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
(4,588) (60,464) - -
31,566 56,238 25,880 30,927
26,978 (4,226) 25,880 30,927
34,570 17,046 34,570 17,046
26,108 9,819 26,474 11,991
255 - 1,620 95
10,516 5,625 10,516 5,625
5,974 6,189 6,456 6,552
1,154 993 1,154 993
9,497 9,260 10,991 10,713
12,806 5,352 19,547 12,573
7,216 6,470 7,323 6,567
4,239 1,724 4,148 1,759
139,313 58,252 148,679 104,841
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
(376) (32,182) - N
7,282 6,204 7,283 6,204

- - 141 -

69 1,922 85 1,925
20,003 19,830 18,371 22,798
26,978 (4,226) 25,880 30,927
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
21,875 14,537 21,875 14,537
12,695 2,508 12,695 2,508

- 1 - 1

34,570 17,046 34,570 17,046
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12.3. Foreign exchange losses

Held-to-maturity investments

Available-for-sale financial assets

Financial assets at fair value through profit or loss
Deposits

Loans

Foreign currency accounts

Derivative financial instruments

Other

12.4. Staff costs - investments

Net salaries and fees
Contributions from salaries
Taxes and surtaxes
Contributions on salaries
Other employee costs

13. Income tax

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000  in HRK'000
309 1 481 503
10,220 - 10,316 1,474
24 21 24 21

357 1,020 357 1,023
1,979 1,278 1,980 1,307
12,644 7,239 12,670 7,273
564 258 564 258

11 2 82 132
26,108 9,819 26,474 11,991
Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
3,640 3,043 3,640 3,043
1,039 899 1,039 899
850 713 850 713

847 733 847 733

840 1,082 947 1,179
7,216 6,470 7,323 6,567

Income tax is calculated in accordance with legal regulations on the tax base, which represents the difference
between the realised income and expenditures in the accounting period for which the tax base is determined.
The initial tax base was increased by tax non-deductible expenditure and decreased by income in accordance
with the tax regulations in effect in the countries of Group members.

Net deferred tax expense (Note 21)
Current tax expense
Net income tax expense for the year

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
1,863 16,279 818 12,002
42,688 43,976 62,570 59,892
44,551 60,255 63,388 71,894
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The reconciliation between income tax and the profit before tax reported in the income statement is set out
below:

Company Company Group Group

2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Profit before tax 274,141 353,386 391,589 411,633
Income tax at 18% 49,345 63,609 70,486 74,094
Non-deductible expenses 12,093 21,688 18,030 29,948
Income not subject to tax (16,887) (25,042) (25,128) (32,148)
Income tax 44,551 60,255 63,388 71,894
Effective tax rate 16.25% 17.05% 16.19% 17.47%

As at 31 December 2020, the Company has no tax losses that can be carried forward for covering the Company's
future profits. The remaining Group companies have no significant tax losses that can be carried forward to cover
future profits.

In accordance with local regulations, the Tax Administration may at any time inspect the Company's books and
records within 3 years following the year in which the tax liability is reported and may impose additional tax
liabilities and penalties. The Company's Management Board is not aware of any circumstances, which may give
rise to a potential material liability in this respect.

14. Earnings per share

Group Group
2020 2019
in HRK'000 in HRK'000
Profit for the year attributable to the Company's shareholders 327,902 339,392
Weighted average of ordinary shares 420,947 420,947

Earnings per share attributable to the Company's shareholders
Basic and diluted earnings per share in HRK 778.96 806.26

For the purpose of calculating earnings per share, earnings are calculated as the profit for the period attributable
to the Company’s shareholders. The number of ordinary shares is the weighted average number of ordinary
shares in circulation during the year. The weighted average number of ordinary shares used for the calculation
of basic earnings per share was 420,947 (2019: 420,947). In addition, since there is no effect of options,
convertible bonds or similar effects, the weighted average number of ordinary shares used to calculate diluted
earnings per share was the same as the one used to calculate basic earnings per share.
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15. Intangible assets

in

Company HRK’000
Other Intangible
intangible Software assets in Total
assets progress
Cost
At 31 December 2018 6,521 127,566 1,644 135,731
Additions - 24,598 2,943 27,541
Transfer to use - 2,178 (2,178) -
Disposals or retirements - (807) - (807)
At 31 December 2019 6,521 153,535 2,409 162,465
Additions - 56,596 21,568 78,164

Transfer to use - - - -

Disposals or retirements - - - -

At 31 December 2020 6,521 210,131 23,977 240,629

Accumulated amortisation

At 31 December 2018 6,521 101,835 - 108,356
Amortisation charge for 2019 - 17,294 - 17,294
Disposals or retirements - (178) - (178)
At 31 December 2019 6,521 118,951 - 125,472
Amortisation charge for 2020 - 18,299 - 18,299
Disposals or retirements - - - -
At 31 December 2020 6,521 137,250 - 143,771

Net book amount

At 31 December 2020 - 72,881 23,977 96,858

At 31 December 2019 - 34,584 2,409 36,993

The Company capitalized costs of net salaries in the amount of HRK 5,734 thousand, costs of contributions from
salaries in the amount of HRK 1,701 thousand, costs of taxes and surcharges from salaries in the amount of HRK
1,347 thousand, costs of contributions to salaries in the amount of HRK 1,365 thousand and other costs of
employees in the amount of HRK 1,233 thousand.
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Group

Cost

At 31 December 2018
Additions

Transfer to use
Disposals or retirements

Foreign exchange differences arising on translation of
financial statements of foreign operations

At 31 December 2019

Additions

Transfer to use

Disposals or retirements

Foreign exchange differences arising on translation of
financial statements of foreign operations

At 31 December 2020

Accumulated amortisation
At 31 December 2018
Amortisation charge for 2019
Disposals or retirements

Foreign exchange differences arising on translation of
financial statements of foreign operations

At 31 December 2019
Amortisation charge for 2020
Disposals or retirements

Foreign exchange differences arising on translation of
financial statements of foreign operations

At 31 December 2020

Net book amount
At 31 December 2020
At 31 December 2019

in HRK'000
Other Intangible
intangible Software assets in Total
assets progress
26,093 145,746 3,470 175,309
724 25,671 3,349 29,744
- 4,409 (4,409) -
- (1,007) - (1,007)
- 88 (1) 87
26,817 174,907 2,409 204,133
895 57,105 21,809 79,809
- 143 (143) -
- (110) - (110)
- 196 - 196
27,712 232,241 24,075 284,028
19,059 117,115 - 136,174
825 18,669 - 19,494
- (312) - (312)
- 50 - 50
19,884 135,522 - 155,406
819 19,884 - 20,703
- (88) - (88)
- 134 - 134
20,703 155,452 - 176,155
7,009 76,789 24,075 107,873
6,933 39,385 2,409 48,727

Group capitalized costs of net salaries in the amount of HRK 5,734 thousand, costs of contributions from salaries
in the amount of HRK 1,701 thousand, costs of taxes and surcharges from salaries in the amount of HRK 1,347
thousand, costs of contributions to salaries in the amount of HRK 1,365 thousand and other costs of employees.

in the amount of HRK 1,233 thousand.
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15.1. Deferred acquisition costs

At 31 December

Increase

Decrease

Foreign exchange differences

At 31 December

Company Company Group Group
2020 2019 2020 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000
226,110 251,403 268,986 288,703
96,744 90,417 97,441 95,947
(114,504) (115,710) (119,599) (115,816)
- - 526 152

208,350 226,110 247,354 268,986
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16. Property and equipment
Company
Cost

At 31 December 2018

Initial recognition IFRS 16 - 1 January 2019
Change in fair value (through OCl)

Change in fair value (P&L) (Note 7 and Note 11)
Additions

Transfer from assets under construction to use
Transfer to investment property (Note 17)
Disposals or retirements

At 31 December 2019

Change in fair value (through OCl)

Change in fair value (P&L) (Note 7 and Note 11)
Additions

Transfer from assets under construction to use
Transfer to property and equipment (Note 16)
Transfer to investment property (Note 17)
Disposals or retirements

At 31 December 2020

Accumulated depreciation and impairment
At 31 December 2018

Depreciation charge for 2019

Depreciation on revaluation effect

Transfer to investment property (Note 17)
Disposals or retirements

At 31 December 2019

Depreciation charge for 2020

Depreciation on revaluation effect

Transfer to property and equipment (Note 16)
Transfer to investment property (Note 17)
Disposals or retirements

At 31 December 2020

Net book amount

At 31 December 2020
At 31 December 2019

in HRK'000
Land Buildings Equipment. and Other tangible Assets unt.:ler nghta:sfel'::? alz;ge:: -(gt:: Total
furniture assets construction - N

Buildings tangible assets
67,675 608,494 186,879 18,559 2,349 - - 883,956
- - - - - 247,771 4,240 252,011
(832) 1,494 - - - - - 662
493 5,859 - - - - - 6,352
- 8,222 5,546 2,603 9,600 10,412 802 37,185
- 831 100 55 (986) - - -
(8,032) (82,678) - - - - - (90,710)
(201) (3,758) (3,004) (294) - (628) - (7,885)
59,103 538,464 189,521 20,923 10,963 257,555 5,042 1,081,571
(12) (252) - - - - - (264)
(2) (323) - - - - - (325)
- 482 13,264 1 6,181 12,208 10,549 42,685
46 8,837 4,927 544 (14,354) - - -
- (3,157) 3,157 - - - - -
(28,529) (131,896) - - - - - (160,425)
(56) (1,094) (1,231) (3,903) - (5,111) (960) (12,355)
30,550 411,061 209,638 17,565 2,790 264,652 14,631 950,887
- 257,415 163,864 10,350 - - - 431,629
- 13,239 11,842 1,316 - 11,461 2,018 39,876
- 765 - - - - - 765
- (28,845) - - - - - (28,845)
- (259) (2,930) (127) - 1 - (3,315)
- 242,315 172,776 11,539 - 11,462 2,018 440,110
- 11,183 11,043 1,242 - 11,840 2,762 38,070
- 694 - - - - - 694
- (484) 484 - - - - -
- (76,294) - - - - - (76,294)
- (189) (1,216) (3,194) - - - (4,599)
- 177,225 183,087 9,587 - 23,302 4,780 397,981
30,550 233,836 26,551 7,978 2,790 241,350 9,851 552,906
59,103 296,149 16,745 9,384 10,963 246,093 3,024 641,461
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Group

Cost

At 31 December 2018

Initial recognition IFRS 16 - 1 January 2019
Change in fair value (through OCI)

Change in fair value (P&L) (Note 7 and Note 11)
Additions

Transfer from assets under construction to use
Transfer to investment property (Note 17)

Foreign exchange differences arising on translation of

financial statements of foreign operations
Disposals or retirements

At 31 December 2019

Change in fair value (through OCI)

Change in fair value (P&L) (Note 7 and Note 11)
Additions

Transfer from assets under construction to use
Transfer to property and equipment (Note 16)
Transfer to investment property (Note 17)

FX diff. arising on translation of FS of foreign operation
Disposals or retirements

At 31 December 2020

Accumulated depreciation and impairment

At 31 December 2018

Depreciation charge for 2019

Depreciation on revaluation effect

Transfer to investment property (Note 17)

FX diff. arising on translation of FS of foreign operation
Disposals or retirements

At 31 December 2019

Depreciation charge for 2020

Depreciation on revaluation effect

Change in fair value (P&L) (Note 7 and Note 11)
Transfer to property and equipment (Note 16)
Transfer to investment property (Note 17)

FX diff. arising on translation of FS of foreign operation
Disposals or retirements

At 31 December 2020

Net book amount
At 31 December 2020
At 31 December 2019

in HRK'000

i Equipment and Other tangible Assets under Right- of-use Right- of-use
Land Buildings . . assets - assets - Other Total

furniture assets construction - .

Buildings tangible assets
93,673 799,290 274,728 54,765 2,748 - - 1,225,204
- - - - - 277,369 5,460 282,829
5,174 18,588 - - - - - 23,762
493 6,116 - - - - - 6,609
- 8,226 23,356 3,246 9,775 11,336 2,423 58,362
- 838 613 55 (1,506) - - -
(8,032) (82,678) - - - - - (90,710)
14 274 102 118 - 230 9 747
(197) (3,710) (5,540) (2,558) - (614) - (12,619)
91,125 746,944 293,259 55,626 11,017 288,321 7,892 1,494,184
(66) (6,295) - - - - - (6,361)
104 (1,029) - - - - - (925)
- 474 34,946 4,149 7,048 27,121 9,375 83,113
46 9,129 5,422 544 (15,141) - - -
- (3,157) 3,157 - - - - -
(24,301) (90,800) - - - - - (115,101)
67 1,018 328 356 - 574 26 2,369
- (190) (5,699) (5,425) - (4,713) (961) (16,988)
66,975 656,094 331,413 55,250 2,924 311,303 16,332 1,440,291
- 296,776 230,132 38,391 - - - 565,299
- 15,218 18,571 2,455 - 17,174 2,761 56,179
- 2,498 - - - - - 2,498
- (28,845) - - - - - (28,845)
- 48 74 89 - 33 2 246
- (259) (5,638) (1,388) - (535) - (7,820)
- 285,436 243,139 39,547 - 16,672 2,763 587,557
- 13,418 21,750 2,251 - 17,951 3,099 58,469
- 2,810 - - - - - 2,810
- 1,505 - - - - - 1,505
- (484) 484 - - - - -
- (76,294) - - - - - (76,294)
- 207 248 289 - 75 5 824
- (190) (4,553) (4,223) - - - (8,966)
- 226,408 261,068 37,864 - 34,698 5,867 565,905
66,975 429,686 70,345 17,386 2,924 276,605 10,465 874,386
91,125 461,508 50,120 16,079 11,017 271,649 5,129 906,627
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The carrying amount of land and buildings that would have been recognised had the assets been carried under
the cost method would have amounted to HRK 223,117 thousand (31 December 2019: HRK 312,291 thousand)
for the Company and HRK 376,064 thousand (31 December 2019: HRK 404,330 thousand) for the Group.

17. Investment property

At 31 December 2018

Foreign exchange differences arising on translation of financial
statements of foreign operations

Transfer from property and equipment (Note 16)

Increase in fair value recognised in the income statement (Note 6.2)

Decrease in fair value recognised in the income statement (Note 12.1)

Additions
Disposals
At 31 December 2019

Foreign exchange differences arising on translation of financial
statements of foreign operations

Transfer from property and equipment (Note 16)

Increase in fair value recognized in the income statement (Note 6.2)
Decrease in fair value recognized in the income statement (Note 12.1)
Assets under construction

Additions

Effect of acquisition (Note 18.3. /i/)

Disposals

At 31 December 2020

Company Group
in HRK'000 in HRK'000
333,932 821,794

- 127

61,865 61,865
3,031 21,601
(19,830) (22,798)
4,259 6,782
(15,736) (15,718)
367,521 873,653

- 307

84,131 38,807
3,778 19,431
(20,003) (18,371)
- 238

24,369 28,032

- 76,579

(3,143) (5,429)
456,653 1,013,247

The Group measures investment property in accordance with IAS 40 - “Investment Property”, by applying the
fair value model. Accordingly, the Group recognises profit or loss arising from changes in the fair value of
investment property as profit or loss for the period in which it occurred, based on the valuation provided by

independent appraisers.
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18. Investments in subsidiaries, associates and participation in joint ventures

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Investments in subsidiaries 561,298 464,269 - -

Impa_w_me_znt of investments in (218,470) (218,846) i i
subsidiaries

342,828 245,423 - -

Investments in joint ventures 28,000 28,000 66,502 67,961

Investments in associates 8,601 8,601 13,004 12,542

Impa|.rment of investments in (2,913) (2,913) (2,913) (2,913)

associates
5,688 5,688 10,091 9,629
376,516 279,111 76,593 77,590
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18.1. The Company’s investments in subsidiaries and associates and participation in joint ventures

Subsidiaries

Croatia Premium d.o.0., Zagreb
Histria construct d.o.o., Zagreb
Core 1d.0.0., Zagreb

Auto Maksimir Vozila d.o.o.,
Zagreb

AK polica d.o.o., Varazdin

CO Zdravlje d.o.o., Zagreb

Astoria d.o.o.
Milenijum osiguranje a.d.,
Belgrade

Croatia osiguranje d.d., Ljubuski

Croatia osiguranje - Zivot a.d.,
Skopje

Croatia osiguranje - nezivot a.d.,
Skopje

Croatia-Tehnicki pregledi d.o.o.,
Zagreb

Croatia osiguranje mirovinsko
drustvo d.o.o., Zagreb

Razne usluge d.o.o. — currently
being wound up, Zagreb

Joint ventures

PBZ Croatia osiguranje d.d., Zagreb

Associates
Strmec projekt d.o.o0., Samobor

31 Dec. 2020 31 Dec. 2019
Ownership Amountof  Ownership  Amount of
Activity Country percentage investment percentage investment
% in HRK'000 % in HRK'000
Services Croatia 100 12,162 100 8,423
Real estate Croatia 100 4,976 100 5,067
Real estate Croatia 100 20 100 20
nsurance ¢ atia 100 100 100 100
representation
Insurance Croatia 100 - 100 -
representation
Consultingand - i 100 33,164 100 24,164
services
Real estate Croatia 100 78,897 - -
Insurance Serbia 100 61,514 100 60,665
Insurance Bosnia and 95 18,560 95 18,679
Herzegovina
Insurance Macedonia 95 22,272 95 22,272
Insurance Macedonia 100 9,396 100 4,266
Motor vehicle . . 100 71,767 100 71,767
services
Pension fund .
Croatia 100 30,000 100 30,000
management
Services Croatia 100 - 100 -
342,828 245,423
Pensionfund (. o 50 28,000 50 28,000
management
Real estate Croatia 49.76 5,688 49.76 5,688
5,688 5,688
376,516 279,111
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18.2.

Group

Joint ventures

PBZ Croatia osiguranje d.d.,
Zagreb

Nacionalni biro za osiguranje
Skopje

Associates

Strmec projekt d.o.o.,
Samobor

STP Agroservis d.o.o.,
Virovitica

The Group’s investments in subsidiaries and associates and participation in joint ventures

31 Dec. 2020 31 Dec. 2019
Ownership Amount of Ownership Amount of
Activity Country percentage investment percentage investment
% in HRK’000 % in HRK’000
Pensionfund i 50 65,120 50 66,652
management
Insurance Macedonia - 1,382 - 1,309
66,502 67,961
Real estate Croatia 49.76 5,688 49.76 5,688
Technical
testing and Croatia 37 4,403 37 3,941
analysis
10,091 9,629
76,593 77,590
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Summary financial information for joint ventures

The summary financial information for PBZ Croatia
information was presented using the equity method.

Summary statement of financial position

Financial assets
Other assets

Total assets

Liabilities
Capital and reserves

Total equity and liabilities

Summary statement of comprehensive income
Income

Expenses

Profit before tax

Income tax

Profit for the year

Share in profit of joint venture @ 50%

osiguranje d.d.is presented below. For the Group, the

31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
102,892 116,178
34,225 24,773
137,117 140,951
6,877 7,647
130,240 133,304
137,117 140,951
67,007 70,518
(42,813) (42,500)
24,194 28,018
(4,358) (5,052)
19,836 22,966
9,918 11,483

Reconciliation of the presented summary financial information with the carrying amount of shares in the joint

venture.

Summary financial information

Opening balance of net assets at 1 January
Profit for the period

Dividends

Closing balance of net assets

Share in profit of joint venture @ 50%

Carrying amount

31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
133,304 137,338
19,836 22,966
(22,900) (27,000)
130,240 133,304
65,120 66,652
65,120 66,652
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18.3.  Movements in investments in subsidiaries, associates and participation in joint ventures

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 201

in HRK'000 in HRK'000 in HRK'000 in HRK'000

At 1 January 279,111 246,929 77,590 79,249

Increase in investments (purchase) (i) 78,897 - - -
Increase in investments through capital increase

of companies (ii) 18,132 ) ) )

Increase by using the equity method - - (1,111) (1,553)

Impairment of investments (iii) (4,212) (28,281) - -

Reversal of impairment of investments (iii) 4,588 60,463 - -

Foreign exchange differences - - 114 (106)

At 31 December 376,516 279,111 76,593 77,590

/i/ At 31 March 2020, the Company acquired 100% of shares with voting rights of the company ASTORIA d.o.o.
The principal activity of the acquired company is real estate.

Details on the fair value of identifiable assets and liabilities of Astoria d.o.o. at the acquisition date, gain on
bargain purchase and the purchase consideration are shown below:

in HRK'000
Asset
Investment property 76,579
Loans 20,700
Receivables 553
Cash at bank and cash in hand 910
Liabilities
Deferred and current tax liability (12,634)
Provisions (247)
Other liabilities (1,283)
Other accrued expenses and deferred income (53)
Total net assets at fair value 84,525
Gain on bargain purchase (5,628)
Purchase consideration 78,897
Cash flow on acquisition:
Cash and cash equivalents acquired 910
Purchase consideration paid in cash (78,897)
Cash flow on acquisition (77,987)

As part of strengthening the investment strategy, the Company has acquired the 100% stake in Astoria d.o.o. The
purchase of the acquired company resulted in a gain on bargain purchase, since the fair value of the acquired
assets and liabilities exceeds the purchase consideration. The gain on bargain purchase in the amount of HRK
5,628 thousand is recognised in the consolidated statement of comprehensive income within Finance income.

In the consolidated income statement of the Group, in the period from 1 April to 31 December 2020, Astoria
d.o.o. contributed HRK 6,654 thousand in revenue and HRK 3,926 thousand in profit before tax.

If Astoria d.o.o. has been consolidated on January 1, 2020, the consolidated profit and loss statement would
show higher revenues by HRK 1,940 thousand and profit before tax by HRK 1,463 thousand.

/ii/ Increase in investments relates to Croatia osiguranje - neZivot a.d., Skopje in the amount of HRK 9,132
thousand, and CO Zdravlje d.o.o. in the amount of HRK 9,000 thousand for the purpose of capital increase.
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/iii/ In 2020, a lower value was determined as a result of the fair value estimation, and therefore the investments
in the following subsidiaries were impaired: Croatia osiguranje d.d., Mostar by an amount of HRK 119 thousand
(2019: HRK 15,975 thousand), Croatia osiguranje - neZivot a.d., Skopje, by an amount of HRK 4,002 thousand
(2019: HRK 12,086 thousand), Histria Construct by an amount of HRK 91 thousand (2019: HRK 74 thousand) and
AK polica d.o.o. by an amount of HRK 147 thousand in 2019, while as a result of the fair value estimation, the
investments in the following subsidiaries were increased, i.e. the impairment of the share in these companies
was reversed: Croatia Premium d.o.o. in the amount of HRK 3,739 thousand, Milenijum osiguranje a.d. in the
amount of HRK 849 thousand (2019: 41,261) and Croatia osiguranje, mirovinsko drustvo d.o.o. in the amount of
HRK 19,203 thousand in 2019 (Note 12.1). An impairment or impairment reversal is determined by calculating
the recoverable amount of cash flows of an individual subsidiary. The subsidiaries were valued according to the
discounted cash flow valuation (mostly dividend discount model and free cash flow to equity model) using the
planned net income for the next 5 years (forecasted balance sheets and income statements), discount rates etc.
The differences in the estimated fair value valuations for an individual subsidiary are due to the differences in
future net income, assumptions of dividend distribution and/or other constituents of the discount rates (risk free
rate, equity risk premium and beta) according to the Capital Asset Pricing model. The discount rates for the
subsidiaries that were impaired or had a reversal of impairment (listed above) vary from 10.39% to 15.61%.
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19. Financial assets

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec.2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Held-to-maturity investments 2,082,335 2,172,387 2,169,783 2,315,261
Available-for-sale financial assets 4,536,162 4,446,779 5,123,648 4,912,345
Fman.mal assets at falrv.alue through 421,553 493,577 459,435 518,625
profit or loss - for trading
Loans and receivables 1,018,935 1,205,330 1,171,522 1,352,160
8,058,985 8,318,073 8,924,388 9,098,391
19.1. Overview of investments
The Company's investment structure as at 31 December 2020 was as follows:
Company
Available- F|nanma! assets
Held-to- at fair value
. for-sale X Loans and
maturity . X through profit . Total
. financial receivables
investments or loss - for
assets .
trading
in HRK'000  in HRK'000 in HRK'000 in HRK'000 in HRK'000
Shares
Shares, listed - 534,218 17,188 - 551,406
Shares, not listed - 1,916 - - 1,916
- 536,134 17,188 - 553,322
Debt securities
Government bonds 2,038,398 3,638,449 - - 5,676,847
Corporate bonds 43,937 169,505 - - 213,442
2,082,335 3,807,954 - - 5,890,289
Derivative financial instruments
Foreign currency forward contracts - - 4,115 - 4,115
- - 4,115 - 4,115
Investment funds
Open-ended investment funds - 192,074 - - 192,074
Open-ended |n.ve§tment funds - assets for i i 400,250 i 400,250
coverage of unit-linked products
- 192,074 400,250 592,324
Loans and receivables
Deposits with credit institutions - - - 508,031 508,031
Loans - - - 510,904 510,904
- - - 1,018,935 1,018,935
2,082,335 4,536,162 421,553 1,018,935 8,058,985
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19.1. Overview of investments (continued)

The Company's investment structure as at 31 December 2019 was as follows:

Shares
Shares, listed
Shares, not listed

Debt securities
Government bonds
Corporate bonds

Derivative financial instruments
Foreign currency forward contracts

Investment funds
Open-ended investment funds

Open-ended investment funds - assets for
coverage of unit-linked products

Loans and receivables
Deposits with credit institutions
Loans

Company

Available- Fmancna! assets

Held-to- at fair value

. for-sale " Loans and
maturity . . through profit R Total
. financial receivables
investments or loss - for
assets .

trading
in HRK'000  in HRK'000 in HRK'000 in HRK'000 in HRK'000
- 520,596 17,071 - 537,667
- 1,984 - - 1,984
- 522,580 17,071 - 539,651
2,128,493 3,751,669 - - 5,880,162
43,894 85,738 - - 129,632
2,172,387 3,837,407 - - 6,009,794
- - 3,670 - 3,670
- - 3,670 - 3,670
- 86,792 27,510 - 114,302
- - 445,326 - 445,326
- 86,792 472,836 - 559,628
- - - 686,296 686,296
- - - 519,034 519,034
- - - 1,205,330 1,205,330
2,172,387 4,446,779 493,577 1,205,330 8,318,073
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19.1. Overview of investments (continued)

The Group's investment structure as at 31 December 2020 was as follows:

Shares
Shares, listed
Shares, not listed

Debt securities
Government bonds
Corporate bonds

Derivative financial instruments

Foreign currency forward contracts

Investment funds
Open-ended investment funds

Open-ended investment funds - assets for
coverage of unit-linked products

Loans and receivables
Deposits with credit institutions
Loans

Group

Available- Fmanma_l assets

Held-to- at fair value

. for-sale ) Loans and
maturity . . through profit R Total
. financial receivables
investments or loss - for
assets .

trading
in HRK'000  in HRK'000 in HRK'000 in HRK'000 in HRK'000
- 534,724 17,187 - 551,911
- 1,975 - - 1,975
- 536,699 17,187 - 553,886
2,125,846 4,225,370 - - 6,351,216
43,937 169,505 - - 213,442
2,169,783 4,394,875 - - 6,564,658
- - 4,115 - 4,115
- - 4,115 - 4,115
- 192,074 26,048 - 218,122
- - 412,085 - 412,085
- 192,074 438,133 - 630,207
- - - 908,343 908,343
- - - 263,179 263,179
- - - 1,171,522 1,171,522
2,169,783 5,123,648 459,435 1,171,522 8,924,388
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19.1. Overview of investments (continued)

The Group's investment structure as at 31 December 2019 was as follows:

Shares
Shares, listed
Shares, not listed

Debt securities
Government bonds
Corporate bonds

Derivative financial instruments
Foreign currency forward contracts

Investment funds
Open-ended investment funds

Open-ended investment funds - assets for
coverage of unit-linked products

Loans and receivables
Deposits with credit institutions
Loans

Group

Available- Fmanma_l assets

Held-to- at fair value

. for-sale ) Loans and
maturity . . through profit R Total
. financial receivables
investments or loss - for
assets .

trading
in HRK'000  in HRK'000 in HRK'000 in HRK'000 in HRK'000
- 521,139 17,071 - 538,210
- 2,041 - - 2,041
- 523,180 17,071 - 540,251
2,263,706 4,216,636 - - 6,480,342
51,555 85,737 - - 137,292
2,315,261 4,302,373 - - 6,617,634
- - 3,670 - 3,670
- - 3,670 - 3,670
- 86,792 46,947 - 133,739
- - 450,937 - 450,937
- 86,792 497,884 - 584,676
- - - 1,081,008 1,081,008
- - - 271,152 271,152
- - - 1,352,160 1,352,160
2,315,261 4,912,345 518,625 1,352,160 9,098,391
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19.2. Financial investments exposed to credit risk

Company 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
Neither past Neither past
due nor Past due but due nor Past due but
impaired not impaired Impaired Impairment Total impaired not impaired Impaired Impairment Total
Held-to-maturity investments 2,082,335 - 7,500 (7,500) 2,082,335 2,172,387 - 7,500 (7,500) 2,172,387
Available-for-sale debt securities 3,807,954 - - - 3,807,954 3,837,407 - 4,771 (4,771) 3,837,407
Deposits 508,031 - - - 508,031 686,296 - - - 686,296
Loans 487,674 23,230 137,488 (137,488) 510,904 487,700 31,334 153,764 (153,764) 519,034
6,885,994 23,230 144,988 (144,988) 6,909,224 7,183,790 31,334 166,035 (166,035) 7,215,124
Group 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
Neither past Neither past
due nor Past due but due nor Past due but
impaired not impaired Impaired Impairment Total impaired not impaired Impaired Impairment Total
Held-to-maturity investments 2,169,783 - 7,500 (7,500) 2,169,783 2,315,261 - 7,500 (7,500) 2,315,261
Available-for-sale debt securities 4,394,875 - - - 4,394,875 4,302,373 - 4,771 (4,771) 4,302,373
Deposits 908,343 - - - 908,343 1,081,008 - - - 1,081,008
Loans 238,709 24,470 137,783 (137,783) 263,179 238,902 32,250 154,051 (154,051) 271,152
7,711,710 24,470 145,283 (145,283) 7,736,180 7,937,544 32,250 166,322 (166,322) 7,969,794
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19.3.  Held-to-maturity investments

Company Company Group Group
Movement in impairment losses 31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
At 1 January 7,500 18,125 7,500 18,125
Decrease - (10,625) - (10,625)
At 31 December 7,500 7,500 7,500 7,500
19.4. Loans
Company Company Group Group
The maturity dates of granted loans are presented 5 |\, 500 31pec.2019  31Dec.2020 31 Dec. 2019
as follows:
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Up to 1 year 102,098 84,302 79,936 59,985
From 1 to 5 years 235,696 206,850 131,448 128,205
More than 5 years 173,110 227,882 51,795 82,962
510,904 519,034 263,179 271,152
Analysis of due not impaired loan receivables is as follows:
Company Group
90-180 > 180 90-180 > 180
<90 days days days Total <90 days days days Total
in in in in in in in in
HRK'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK'000 HRK'000
31 December 2019 1,217 333 29,784 31,334 1,281 1,185 29,784 32,250
31 December 2020 20 - 23,210 23,230 375 885 23,210 24,470
Movement in impairment of loans:
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
At 1 January 153,764 170,169 154,051 170,456
Increase - 6,487 6 6,487
Write-off - - - -
Transfer to off-balance (1,963) (12,230) (1,963) (12,231)
Decrease (14,313) (10,662) (14,315) (10,662)
Foreign exchange differences - - 4 1
At 31 December 137,488 153,764 137,783 154,051

131



CROATIA osiguranje d.d., Zagreb
Notes to the financial statements for 2020

The structure of loans by type of collateral:

Company Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000

Collateralised loans:
- vinculated life insurance policies 22,292 21,211 29,811 28,799
- mortgages and real estate fiduciaries 587,337 629,953 362,642 380,528
- other collaterals 38,763 21,634 8,509 15,876
648,392 672,798 400,962 425,203
Value adjustment (137,488) (153,764) (137,783) (154,051)
Total 510,904 519,034 263,179 271,152

The quality of loans mainly depends on the quality of the collateral. The best security instrument is considered the vinculated life
insurance policy issued by the Group. Vinculated life insurance policies almost fully cover the loan exposure.

For loans neither past due nor impaired, which are secured by mortgages, mortgages are considered a secondary source of
repayment only and do not impact the carrying amount of the loan. However, loans and receivables past due but not impaired
would be fully impaired if there were no collaterals.
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Company:

31 December 2020

Loans given based on life insurance policies
Loans given to legal entities

Loans given to related parties

31 December 2019
Loans given based on life insurance policies
Loans given to legal entities

Loans given to related parties

Group:

31 December 2020

Loans given based on life insurance policies
Loans given to legal entities

Loans given to related parties

31 December 2019

Loans given based on life insurance policies
Loans given to legal entities

Loans given to related parties

Excessively secured assets

Insufficiently secured assets

Net book value of Fair value of Net book value of Fair value of
loans collaterals loans collaterals

in HRK'000 in HRK'000 in HRK'000 in HRK'000
22,292 22,292 - -
180,841 365,577 5,630 -
269,008 690,451 33,133 -
472,141 1,078,320 38,763 -
21,211 21,211 - -
179,080 763,206 6,487 -
306,302 828,626 5,954 -
506,593 1,613,043 12,441 -

Excessively secured assets

Insufficiently secured assets

Net book value of Fair value of Net book value of Fair value of
loans collaterals loans collaterals

in HRK'000 in HRK'000 in HRK'000 in HRK'000
29,741 34,923 - -
182,058 370,571 5,676 -
43,714 192,420 1,990 -
255,513 597,914 7,666 -
28,515 32,011 - -
180,201 767,808 6,487 -
55,949 192,420 - -
264,665 992,239 6,487 -

Total
Net book value of Fair value of
loans collaterals
in HRK'000 in HRK'000
22,292 22,292
186,471 365,577
302,141 690,451
510,904 1,078,320
21,211 21,211
185,567 763,206
312,256 828,626
519,034 1,613,043

Total
Net book value of Fair value of
loans collaterals
in HRK'000 in HRK'000
29,741 34,923
187,734 370,571
45,704 192,420
263,179 597,914
28,515 32,011
186,688 767,808
55,949 192,420
271,152 992,239
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19.5. Derivative financial instruments

The following table presents the fair value of derivative financial instruments at the balance sheet date:

31 Dec. 2020 31 Dec. 2019
Nominal .
Nominal
amtf):nt Fair value balance sheet  amount off- Fair value balance sheet
o balance
balance heet
sheet  Assets Liabilities shee Assets Liabilities
HRK’000 HRK’000 HRK’000 HRK’000 HRK’000 HRK’000
Company
Foreign currency forward contracts 1,943,791 4,115 (7,426) 1,690,544 3,670 (5,625)
Group
Foreign currency forward contracts 1,943,791 4,115 (7,426) 1,690,544 3,670 (5,625)
20. Reinsurance share in technical provisions
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Reinsurance share in unearned premium 58,699 42,189 64,700 48384
reserve
Rel_nsurance share in reported but not settled 254,320 160,664 261,715 167,179
claims reserve
Reinsurance share in mathematical provisions 12 22 12 22
Reinsurance share |n. provisions for incurred, 161,838 10,658 161,838 10,794
but not reported claims (IBNR)
474,869 213,533 488,265 226,379

134



CROATIA osiguranje d.d., Zagreb

Notes to the financial statements for 2020

21. Deferred tax assets

(i) Movements in deferred tax assets:

Company

At 31 December 2018

Utilised deferred tax assets through profit or loss
Deferred tax assets recognised in profit or loss
At 31 December 2019

Reclassifications

Utilised deferred tax assets through profit or loss
Deferred tax assets recognised in profit or loss
At 31 December 2020

in HRK'000
Impairment of Financial Impairment of Impairment of . Fair valuation
. . . . Impairment of
investments in assets at fair available-for- held-to- losses on
. . X R loans and . Other TOTAL
subsidiaries value through sale financial maturity deposits investment
and associates profit or loss assets investments P property
7,448 2,754 18,065 2,019 20,526 34,082 - 84,894
(6,774) (1,646) (748) (2,019) (6,114) (6,308) - (23,609)
- 4,994 1,118 - 281 - 844 7,237
674 6,102 18,435 - 14,693 27,774 844 68,522
- - - - - - 1,030 1,030
- (3,227) (4,886) - (53) (2,805)  (1,030) (12,001)
- 1,939 1,310 - 2,088 3,447 1,133 9,917
674 4,814 14,859 - 16,728 28,416 1,977 67,468
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(ii) Movements in deferred tax liabilities:

At 31 December 2018
Utilisation through profit of loss

Utilisation through equity

Change in fair value of available-for-sale financial
assets through other comprehensive income

Change in fair value (impairment) of property
through other comprehensive income

At 31 December 2019

Utilisation through profit of loss

Utilisation through equity

Change in fair value of available-for-sale financial
assets through other comprehensive income

Change in fair value (impairment) of property
through other comprehensive income

At 31 December 2020

(iii) Netting deferred taxes:

Balance of deferred tax assets
Balance of deferred tax liabilities
Net deferred tax (liability)/assets at 31 December

in HRK'000
Property for own use Financial assets Total
perty available for sale
11,119 49,215 60,334
- (92) (92)
(159) - (159)
- 53,437 53,437
119 - 119
11,079 102,560 113,639
- (221) (221)
(236) - (236)
- (9,686) (9,686)
(48) - (48)
10,795 92,653 103,448
31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
67,468 68,522
(103,448) (113,639)
(35,980) (45,117)
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21. Deferred tax assets (continued)

(i) Movements in deferred tax assets:

Group

At 31 December 2018

Reclassifications

Foreign exchange differences arising on translation of financial statements of
foreign operations

Utilised deferred tax assets through profit or loss
Deferred tax assets recognised in profit or loss
At 31 December 2019

Reclassifications

Foreign exchange differences arising on translation of financial statements of
foreign operations

Utilised deferred tax assets through profit or loss
Deferred tax assets recognised in profit or loss

At 31 December 2020

in HRK'000
Financial Impairment . . .
. . Impairment . Fair valuation
assets at fair of available- of held-to- Impairment losses on Other
value for-sale i of loans and . TOTAL
. . maturity R investment
through financial investments deposits ropert
profit or loss assets property
3,050 18,610 2,144 20,598 34,238 977 79,617
- - - - - (132) (132)
1 (2) (1) 1 - 4 3
(1,646) (748) (2,019) (6,114) (6,308) (42) (16,877)
4,994 1,117 - 281 (115) 1,188 7,465
6,399 18,977 124 14,766 27,815 1,995 70,076
- - - - - 1,028 1,028
- - - - (1) 4 3
(3,227) (4,886) - (53) (2,971) (1,013) (12,150)
1,939 1,311 - 2,088 3,448 1,575 10,361
5,111 15,402 124 16,801 28,291 3,589 69,318
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21. Deferred tax assets (continued)

(ii) Movements in deferred tax liabilities: in HRK’000

propertyfor Investment "2 1SS Other Total

own use property sale

At 31 December 2018 20,994 11,784 51,252 3,172 87,202
Utilisation through profit or loss - 1,545 (94) - 1,451
Utilisation through other comprehensive income (367) - - - (367)
Change in fair value of available-for-sale investments through other comprehensive income - - 53,949 - 53,949
Impairment of property for own use recognised in profit or loss - 2,832 - - 2,832
Impairment of property for own use recognised through other comprehensive income 4,153 - - - 4,153
Foreign exchange differences - - 14 - 14
At 31 December 2019 24,780 16,161 105,121 3,172 149,234
Effect of acquisition (Note 18.3. /i/) - 12,634 - - 12,634
Utilisation through profit or loss - 1,267 (219) (2,687) (1,639)
Utilisation through other comprehensive income (406) - - - (406)
Change in fair value of available-for-sale investments through other comprehensive income - - (8,816) - (8,816)
Impairment of property for own use recognised in profit or loss - 2,234 - - 2,234
Impairment of property for own use recognised through other comprehensive income (850) - - - (850)
Foreign exchange differences - - 30 - 30
At 31 December 2020 23,524 32,296 96,116 485 152,421
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(iii) Netting deferred taxes:

Total deferred tax assets
Netting deferred taxes (i)
Net movement in deferred tax assets

Total deferred tax liabilities
Netting deferred taxes (i)
Net movement in deferred tax liabilities

31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000
69,318 70,076
(67,665) (68,336)
1,653 1,740
152,421 149,234
(67,665) (68,336)
84,756 80,898

(i) Netting deferred taxes is recognised where it is possible to net the future tax liability with tax receivables at the

level of each Group company.
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22. Insurance contract and other receivables
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Receivables from policyholders, net 485,690 464,919 525,674 502,591
Receivables from reinsurance and coinsurance 59,038 46,717 60,077 47,250
Receivables from other insurance business, net 164,158 199,852 166,273 202,998
Receivables for return on investments, net 1,034 1,260 516 847
Other receivables, net 28,362 134,747 74,963 185,864
738,282 847,495 827,503 939,550
Prepaid expenses and accrued income 52,401 13,197 63,409 18,424
Other assets 331 329 11,132 8,233
791,014 861,021 902,044 966,207
22.1. Receivables from policyholders
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Written but not invoiced premium 205,127 178,147 254,790 222,260
Invoiced uncollected premium 452,105 467,987 474,576 489,474
Receivables from policyholders, gross 657,232 646,134 729,366 711,734
Impairment (171,542) (181,215) (203,692) (209,143)
Receivables from policyholders, net 485,690 464,919 525,674 502,591
22.2. Receivables from reinsurance and coinsurance
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Receivables from reinsurance provision 1,761 106 1,761 106
Receivables from reinsurance claims 39,638 41,354 40,677 41,887
Receivables from coinsurance claims 17,639 5,257 17,639 5,257
59,038 46,717 60,077 47,250
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22.3. Receivables from other insurance business
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Recourse receivables 214,949 256,049 229,032 270,241
Impairment (60,330) (64,291) (74,348) (77,776)
Net receivables 154,619 191,758 154,684 192,465
Receivables for foreign claims 10,069 7,422 11,372 9,194
Impairment (2,344) (2,268) (2,344) (2,268)
Net receivables 7,725 5,154 9,028 6,926
Other receivables 1,814 2,940 2,561 3,607
1,814 2,940 2,561 3,607
Receivables from other insurance business, 226,832 266,411 242,065 283,042
gross
Impairment (62,674) (66,559) (76,692) (80,044)
Receivables from other insurance business, net 164,158 199,852 166,273 202,998
22.4. Receivables for returns on investments
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Receivables for regular interest on given loans 15,661 16,400 15,093 15,919
Receivables for regular interest on deposits 4,559 4,888 4,612 4,961
Receivables for returns on investments, gross 20,220 21,288 19,705 20,880
Impairment (19,186) (20,028) (19,189) (20,033)
Receivables for returns on investments, net 1,034 1,260 516 847
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22.5. Other receivables

Receivables for sold tangible assets
Receivables for advances given

Trade receivables

Receivables from the state and state institutions

Receivables from credit card companies
Receivables obtained through cession
Receivables under court decisions
Receivables from employees
Receivables from agents
Receivables for funds on blocked accounts
Receivables for default interest
Other receivables
Other receivables, gross

Impairment
Other receivables, net

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
6,228 90,766 6,231 90,770
4,287 5,098 5,013 6,936
5,369 6,381 26,477 27,602
1,709 1,731 18,067 16,339
5,188 5,827 6,121 6,765
4,464 4,460 4,464 4,466

301 289 301 289

1,345 1,343 2,164 2,333
1,349 1,831 1,349 1,831
25,373 25,373 25,373 25,373
6,663 5,218 6,663 5,218
16,128 36,605 30,577 55,732
78,404 184,922 132,800 243,654
(50,042) (50,175) (57,837) (57,790)
28,362 134,747 74,963 185,864

142



CROATIA osiguranje d.d., Zagreb
Notes to the financial statements for 2020

22.6. Analysis of receivables from insurance business and other receivables by maturity:

Company

Neither past due nor impaired
Past due but not impaired
Impaired

Impairment

31 December 2019

Neither past due nor impaired
Past due but not impaired
Impaired

Impairment

31 December 2020

Receivables from

Receivables for

Receivables from other insurance business

Receivf’bles from coinsurance and returns on Recourse  Receivables for Other . Other TOTAL
policyholders reinsurance business investments receivables foreign claims receivables receivables
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
328,973 42,773 510 191,743 4,217 2,935 120,975 692,126
135,946 3,944 750 15 937 5 13,772 155,369
181,215 827 20,028 64,292 2,267 - 50,177 318,806
(181,215) (827) (20,028) (64,292) (2,267) - (50,177) (318,806)
464,919 46,717 1,260 191,758 5,154 2,940 134,747 847,495
363,868 24,191 18 154,546 5,388 1,813 8,759 558,583
121,822 34,847 1,016 74 2,337 - 19,603 179,699
171,542 313 19,186 60,330 2,344 - 50,042 303,757
(171,542) (313) (19,186) (60,330) (2,344) - (50,042) (303,757)
485,690 59,038 1,034 154,620 7,725 1,813 28,362 738,282
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22.6. Analysis of receivables from insurance business and other receivables by maturity (continued)

Group

Neither past due nor impaired
Past due but not impaired
Impaired

Impairment

31 December 2019

Neither past due nor impaired
Past due but not impaired
Impaired

Impairment

31 December 2020

Receivables from

Receivables for

Receivables from other insurance business

Recewa.'bles from coinsurance and returns on Recourse Receivables for Other . Other TOTAL
policyholders reinsurance business investments receivables foreign claims  receivables receivables
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
351,832 42,796 510 191,958 4,305 2,935 150,309 744,645
150,759 4,454 337 507 2,621 672 35,555 194,905
209,142 827 20,032 77,775 2,268 - 57,792 367,836
(209,142) (827) (20,032) (77,775) (2,268) - (57,792) (367,836)
502,591 47,250 847 192,465 6,926 3,607 185,864 939,550
392,037 25,172 71 154,609 6,676 1,813 33,432 613,810
133,637 34,905 445 75 2,352 748 41,531 213,693
203,692 326 19,189 74,348 2,344 - 57,837 357,736
(203,692) (326) (19,189) (74,348) (2,344) - (57,837) (357,736)
525,674 60,077 516 154,684 9,028 2,561 74,963 827,503
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22.7. Credit quality of receivables neither past due nor impaired:

Receivables from other insurance business

Receivables from  Receivables
business  investments receivables claims receivables
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
High quality - - - - - - - -
Standard quality 328,973 42,773 510 191,743 4,217 2,935 120,975 692,126
31 December 2019 328,973 42,773 510 191,743 4,217 2,935 120,975 692,126
High quality - - - - - - - -
Standard quality 363,868 24,192 18 154,545 5,388 1,813 8,759 558,583
31 December 2020 363,868 24,192 18 154,545 5,388 1,813 8,759 558,583
Receivables from  Receivables Receivables from other insurance business
Insurance coinsurance and for returns Other
Group receivables reinsurance on Recourse Receivables Other receivables TOTAL
business investments receivables for fo.reign receivables
claims
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
High quality - - - - - - 425 425
Standard quality 351,832 42,796 510 191,958 4,305 2,935 149,884 744,220
31 December 2019 351,832 42,796 510 191,958 4,305 2,935 150,309 744,645
High quality - - - - - - 710 710
Standard quality 392,037 25,172 71 154,609 6,676 1,813 32,722 613,100
31 December 2020 392,037 25,172 71 154,609 6,676 1,813 33,432 613,810

High quality means receivables from companies that have a high credit rating and the possibility that receivables become uncollectable is extremely low. The Group monitors
the collection of receivables and has established a process for issuing reminders, forced collection and possible court claims.
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22.8.  Analysis of receivables past due but not impaired by the number of days up to maturity

Receivables from insurance business
Receivables from coinsurance and
reinsurance business

Receivables for returns on investments

Receivables from other insurance business:

recourse receivables
receivables for foreign claims
other receivables

Other receivables

31 December 2019

Receivables from insurance business
Receivables from coinsurance and
reinsurance business

Receivables for returns on investments

Receivables from other insurance business:

recourse receivables
receivables for foreign claims
other receivables

Other receivables

31 December 2020

Company Group
<90 days 90-180 days > 180 days Total <90 days 90-180 days > 180 days Total
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
97,643 38,303 - 135,946 109,620 39,903 1,236 150,759
2,081 1,632 231 3,944 2,538 1,632 284 4,454
727 23 - 750 314 23 - 337
572 372 13 957 2,610 1,176 14 3,800
- 2 13 15 354 139 14 507
569 368 - 937 2,253 368 - 2,621
3 2 - 5 3 669 - 672
9,213 2,645 1,914 13,772 28,967 3,873 2,715 35,555
110,236 42,975 2,158 155,369 144,049 46,607 4,249 194,905
85,594 36,228 - 121,822 94,229 38,200 1,208 133,637
28,394 6,453 - 34,847 28,453 6,452 - 34,905
388 628 - 1,016 - 445 - 445
1,884 453 74 2,411 2,647 453 75 3,175
- - 74 74 - - 75 75
1,884 453 - 2,337 1,899 453 - 2,352
- - - - 748 - - 748
13,139 3,570 2,894 19,603 33,006 4,497 4,028 41,531
129,399 47,332 2,968 179,699 158,335 50,047 5,311 213,693
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22.9. Movements in impairment of receivables

Receivables from other insurance

Receivables from

Receivables for

business

Receivables from coinsurance and Other
Company . . . returns on . . TOTAL
insurance business reinsurance . Recourse Receivables for receivables
. investments . . .
business receivables foreign claims

in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
At 1 January 2019 210,086 1,569 21,909 70,905 2,743 55,325 362,537
Other transfers - - - - - (4,678) (4,678)
Increase of impairment 114,393 1,036 1,090 2,044 1,245 878 120,686
Collection of previously impaired (115,771) (1,701) (2,388) (7,527) (1,721) (504) (129,612)
amounts
Write-offs (27,493) (77) (583) (1,130) - (844) (30,127)
At 31 December 2019 181,215 827 20,028 64,292 2,267 50,177 318,806
Other transfers - - - - - - -
Increase of impairment 74,110 980 69 855 725 510 77,249
Collection of previously impaired (76,604) (1,494) (230) (3,489) (626) (585) (83,028)
amounts
Write-offs (7,179) - (681) (1,328) (22) (60) (9,270)
At 31 December 2020 171,542 313 19,186 60,330 2,344 50,042 303,757
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22.9. Movements in impairment of receivables (continued)

Receivables Receivables from . Receivables from other insurance business
from coinsurance and Receivables for Other
Group . K returns on Recourse Receivables for Other . TOTAL
insurance reinsurance R i . i . receivables
X . investments receivables foreign claims receivables

business business

in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
At 1 January 2019 233,179 1,567 21,914 77,387 2,742 - 62,206 398,995
Other transfers - - - - - - (4,678) (4,678)
Increase of impairment 122,216 1,036 1,091 9,007 1,245 - 2,163 136,758
Collection of previously impaired (117,951) (1,699) (2,389) (7,544) (1,719) - (826) (132,128)
amounts
Write-offs (28,429) (77) (584) (1,156) - - (1,087) (31,333)
Foreign exchange differences 127 - - 81 - - 14 222
At 31 December 2019 209,142 827 20,032 77,775 2,268 - 57,792 367,836
Other transfers - - - - - - - -
Increase of impairment 83,244 993 69 1,260 726 - 2,055 88,347
Collection of previously impaired (80,837) (1,494) (231) (3,511) (628) ; (1,060) (87,761)
amounts
Write-offs (8,187) - (681) (1,329) (28) - (989) (11,214)
Foreign exchange differences 330 - - 153 6 - 39 528
At 31 December 2020 203,692 326 19,189 74,348 2,344 - 57,837 357,736
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23. Cash and cash equivalents
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Cash on bank accounts 383,520 100,620 476,062 143,521
Cash on foreign currency accounts 129,416 24,700 177,865 70,917
Cash on hand - - 437 581
Deposits with maturity up to three months - - 15,061 2,348
Total cash and cash equivalents 512,936 125,320 669,425 217,367

24, Capital and reserves

24.1.  Subscribed share capital

The Company's share capital with a nominal value of HRK 601,576 thousand (31 December 2019: HRK 601,576
thousand) is divided among 429,697 shares with a nominal value of HRK 1,400, which have been paid entirely in
cash, entered into the register of the Commercial Court in Zagreb.

The shares are marked as follows:

Number of shares

Nominal amount (in HRK):

307,598 ordinary shares I, emission with ticker CROS-R-A/CROS 430,637,200
113,349 ordinary shares Il, emission with ticker CROS-R-A/CROS 158,688,600
TOTAL ORDINARY SHARES 589,325,800
8,750 preference shares |, emission with ticker CROS-P-A/CROS2 12,250,000
TOTAL PREFERENCE SHARES 12,250,000
TOTAL ORDINARY AND PREFERENCE SHARES 601,575,800

Preference shares provide their holders with the following rights:
- voting rights equal to the holders of ordinary shares;
- dividend payment in the amount of 8% annually on the revalued value of shares, for the year in

which an appropriate profit was realised;

- cumulative dividend payment is guaranteed provided that the Company’s result enables the

payment;

- cumulative dividend payment if the Company’s result enables the payment of a higher dividend to
all shareholders than the dividend from the previous point, as well as for the years when the liability

cannot be settled due to insufficient profit.

Due to the guaranteed dividend payment, preference shares are classified as financial liabilities (Note 27).
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The ownership structure as at 31 December 2020 and 31 December 2019 was as follows:

31 Dec. 2020 31 Dec. 2019

Number Nominal Equity Number Nominal Equity
Shareholder amount amount

of shares in HRK'000 share % of shares in HRK'000 share %
ADRIS GRUPA d.d. 263,419 368,787 61.3 263,419 368,787 61.3
CERP/ Republic of Croatia 128,787 180,302 30.0 128,787 180,302 30.0
Raiffeisenbank Austria d.d. - 19,449 27,229 45 19,456 27,238 45
custodian account
Interkapital vrijednosni papiri 3130 4,382 0.7 3113 4,358 0.7
d.o.o0./summary ac.
HPB d.d/Republika Hrvatska- 3,032 4,245 0.7 2,941 4,117 0.7
basic and summary ac.
Other shareholders 11,880 16,631 2.8 11,981 16,774 2.8

429,697 601,576 100.0 429,697 601,576 100.0

As at 31 December 2020, percentage of ownership of ADRIS GRUPA d.d. consists of the own share of 61.3%
increased by the shares on its custodian accounts of 5.1%, while percentage of ownership of CERP consists of the
own share of 30% increased by the shares on its custodian accounts of 0.6%.

24.2. Reserves

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019

in HRK'000 in HRK'000 in HRK'000 in HRK'000

Legal reserves 30,079 30,079 30,079 30,079
Statutory reserves 147,220 147,220 147,220 147,220
Other reserves 224,739 224,739 224,739 224,739
402,038 402,038 402,038 402,038

Pursuant to the Companies Act, 5% of profit for the year is allocated to the legal reserve until total legal reserve
reaches 5% of the share capital.

Statutory reserves and other reserves were established based on the decision on profit distribution from previous
years.
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24.3. Revaluation reserve

The revaluation reserve is presented as follows:

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Property for own use 59,967 61,549 135,946 144,567
Deferred tax from change in revaluation reserve (10,795) (11,079) (23,524) (24,779)
of property for own use
Available-for-sale financial assets 514,744 568,557 559,201 604,522
Deferred t.ax from changt? in re_valuation reserve (92,654) (102,340) (96,893) (105,709)
of available-for-sale financial assets
Foreign exchange differences arising on
translation of financial statements of foreign (138) (31) (6,281) (9,263)
operations
471,124 516,656 568,449 609,338
/i/ Revaluation reserve of property for own use, net of deferred tax
Company Group
in HRK'000 in HRK'000
31 December 2018 50,650 101,886
Reclassification - -
Increase in revaluation reserve 543 19,609
Decrease in revaluation reserve - -
Release of revaluation reserve, realised portion (depreciation and sale) (723) (1,707)
31 December 2019 50,470 119,788
Reclassification - 56
Increase in revaluation reserve - -
Decrease in revaluation reserve (216) (5,504)
Release of revaluation reserve, realised portion (depreciation and sale) (1,082) (1,918)
31 December 2020 49,172 112,422
/ii/ Revaluation reserve of available-for-sale financial assets, net of deferred tax
Company Group
in HRK'000 in HRK'000
31 December 2018 222,779 238,396
Changes in fair value of available-for-sale financial assets 264,867 271,444
Impairment of financial assets, net of tax 5,576 5,820
Realised gains on available-for-sale financial assets, net of tax (through profit) (27,006) (27,250)
Foreign exchange differences (30) 1,141
31 December 2019 466,186 489,551
Reclassification - (57)
Changes in fair value of available-for-sale financial assets 1,404 9,082
Impairment of financial assets, net of tax 5,971 5,972
Realised gains of available-for-sale financial assets, net of tax (through profit) (51,502) (51,503)
Foreign exchange differences (107) 2,982
31 December 2020 421,952 456,027
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25. Technical provisions

Claims provisions, gross
Provisions for reported but not settled claims
Provisions for incurred, but not reported
claims (IBNR)
Provisions for costs of claims handling

Unearned premiums, gross

Mathematical insurance provisions, gross

Other insurance-technical provisions, gross
Technical provisions for life insurance where the
policyholder bears the investment risk

Total technical provisions

Other insurance-technical provisions include unexpired risk reserves.

25.1. Movements in provision for reported but not settled claims, gross

LIFE

At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Claims incurred in the current year

Transfer from provisions for incurred, but not
reported claims

Change in claims from the previous year
Settled claims

At 31 December

NON-LIFE

At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Claims incurred in the current year

Transfer from provisions for incurred, but not
reported claims

Change in claims from the previous year
Settled claims

At 31 December

TOTAL LIFE AND NON-LIFE
At 31 December

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
1,694,098 1,577,212 1,788,641 1,665,698
1,074,698 883,516 1,201,901 997,701
136,646 133,772 149,989 146,437
2,905,442 2,594,500 3,140,531 2,809,836
1,148,879 1,135,436 1,435,263 1,435,319
2,565,485 2,523,589 3,022,248 2,955,121
15,200 31,577 25,892 42,455
400,250 445,326 412,085 450,937
7,035,256 6,730,428 8,036,019 7,693,668
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
57,655 64,287 61,470 66,271

- - 46 14

60,968 33,170 68,661 39,222
244 114 244 114
(19,659) (26,886) (20,538) (27,185)
(9,231) (13,030) (13,934) (16,966)
89,977 57,655 95,949 61,470
1,519,557 1,480,406 1,604,228 1,554,628
- 1,024 483

304,313 274,782 329,746 301,576
108,957 111,378 128,433 122,749
(24,445) (27,586) (16,006) (7,607)
(304,261) (319,423) (354,733) (367,601)
1,604,121 1,519,557 1,692,692 1,604,228
1,694,098 1,577,212 1,788,641 1,665,698
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25.2. Movements in provision for incurred but not reported claims

LIFE

At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Increases recognised during the year
Transfer to provisions for reported claims
Settled claims

At 31 December

NON-LIFE

At 1 January

Foreign exchange differences

Increases recognised during the year
Transfer to provisions for reported claims
Settled claims

At 31 December

TOTAL LIFE AND NON-LIFE
At 31 December

25.3. Movements in provisions for unearned premiums

LIFE
At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Written premiums during the year

Earned premiums during the year

At 31 December

NON-LIFE

At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Written premiums during the year

Earned premiums during the year

At 31 December

TOTAL LIFE AND NON-LIFE

At 31 December

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec.2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
1,547 1,859 1,904 2,176

- - 4 1

635 982 539 1,021

(244) (114) (244) (114)

(776) (1,180) (776) (1,180)
1,162 1,547 1,427 1,904
881,969 943,482 995,797 1,046,595

- 1,406 772

437,041 177,420 499,784 230,540
(108,957) (111,378) (128,433) (122,749)
(136,517) (127,555) (168,080) (159,361)
1,073,536 881,969 1,200,474 995,797
1,074,698 883,516 1,201,901 997,701
Company Company Group Group
31 Dec.2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
4,870 4,346 5,909 5,369

- - 12 4

453,598 517,408 551,053 645,821
(453,445) (516,884) (550,877) (645,285)
5,023 4,870 6,097 5,909
1,130,566 1,135,019 1,429,410 1,417,281
- - 3,700 1,597
2,288,221 2,221,291 2,689,178 2,659,154
(2,274,931) (2,225,744) (2,693,122) (2,648,622)
1,143,856 1,130,566 1,429,166 1,429,410
1,148,879 1,135,436 1,435,263 1,435,319
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25.4. Movements in mathematical insurance provisions, gross

At 1 January

Foreign exchange differences arising on
translation of financial statements of foreign
operations

Allocated premium

Reversal of liabilities due to benefits paid,
surrenders and other terminations
Capitalised technical interest

Change in discretionary bonus

Change of liabilities based on the Liability
Adequacy Test (LAT)

At 31 December

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
2,523,589 2,367,205 2,955,121 2,731,290
- - 4,351 1,674

403,894 454,645 451,335 537,217
(426,303) (360,979) (453,186) (377,338)
62,734 62,144 63,430 62,144

- (20,539) (374) (20,979)

1,571 21,113 1,571 21,113
2,565,485 2,523,589 3,022,248 2,955,121

25.5. Movements in technical provisions for life insurance where the policyholder bears the investment risk

LIFE

At 1 January

Foreign exchange differences

Allocated premium

Reversal of liabilities due to benefits paid,
surrenders and other terminations

Unrealised gains on assets in which the
policyholders’ funds are invested

At 31 December

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
445,326 434,791 450,937 437,973

- - 48 28

4,170 6 10,346 2,407
(49,218) (11,320) (49,218) (11,320)

(28) 21,849 (28) 21,849

400,250 445,326 412,085 450,937
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25.6. Analysis of movements in claims provisions (RBNS and IBNR) for non-life insurance

Company

in HRK'000
Before 2014 2014 2015 2016 2017 2018 2019 2020 Total
Assessment of cumulative claims at the end of the year of the accident - 1,244,991 1,192,854 1,148,645 1,229,855 1,288,855 1,369,563 1,563,797 -
One year later - 1,216,132 1,134,791 1,101,945 1,183,797 1,236,615 1,373,304 - -
Two years later - 1,191,619 1,123,941 1,083,401 1,159,530 1,226,430 - - -
Three years later - 1,192,149 1,119,131 1,077,326 1,154,557 - - - -
Four years later - 1,182,435 1,114,181 1,070,166 - - - - -
Five years later - 1,174,729 1,095,820 - - - - - -
Six years later - 1,158,343 - - - - - - -
Assessment of cumulative claims at the end of the accident - 1,158,343 1,095,820 1,070,166 1,154,557 1,226,430 1,373,304 1,563,797 8,642,417
Cumulative payments - 1,096,612 993,132 964,573 1,033,307 1,071,930 1,107,201 825,384 7,092,139
Provision for previous years 1,127,379 - - - - - - - 1,127,379
Claims handling costs 57,304 2,810 5,073 5,402 6,794 8,910 15,079 31,582 132,954
Amount recognised in the statement of financial position 1,184,683 64,541 107,761 110,995 128,044 163,410 281,182 769,995 2,810,611
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Group

Assessment of cumulative claims at the end of the year of the accident

One year later

Two years later

Three years later

Four years later

Five years later

Six years later

Assessment of cumulative claims at the end of the accident
Cumulative payments

Provision for previous years

Claims handling costs

Amount recognised in the statement of financial position

in HRK'000
Before 2014 2014 2015 2016 2017 2018 2019 2020 Total

- 1,347,965 1,309,826 1,257,320 1,341,302 1,411,597 1,516,538 1,752,318 -

- 1,288,162 1,219,273 1,190,266 1,279,261 1,344,975 1,506,580 - -

- 1,250,562 1,192,796 1,153,317 1,231,173 1,332,198 - - -

- 1,247,936 1,186,804 1,146,146 1,236,807 - - - -

- 1,238,607 1,181,070 1,145,313 - - - - -

- 1,228,863 1,167,732 - - - - - -

- 1,214,080 - - - - - - -

- 1,214,080 1,167,732 1,145,313 1,236,807 1,332,198 1,506,580 1,752,318 9,355,028

- 1,146,512 1,055,883 1,028,087 1,100,842 1,152,909 1,208,711 929,975 7,622,919
1,160,971 - - - - - - - 1,160,971
61,647 3,536 6,025 6,375 7,804 10,150 16,461 34,133 146,131
1,222,618 71,104 117,874 123,601 143,769 189,439 314,330 856,476 3,039,211
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25.7. Maturity of gross technical provisions

The expected maturity of technical provisions is presented below:

Company

2020

Unearned premiums, gross

Mathematical insurance provisions, gross
Claims provisions, gross

Other insurance-technical provisions, gross

Technical provisions for life insurance where
the policyholder bears the investment risk

2019

Unearned premiums, gross

Mathematical insurance provisions, gross
Claims provisions, gross

Other insurance-technical provisions, gross

Technical provisions for life insurance where
the policyholder bears the investment risk

Group

2020

Unearned premiums, gross

Mathematical insurance provisions, gross
Claims provisions, gross

Other insurance-technical provisions, gross

Technical provisions for life insurance where
the policyholder bears the investment risk

2019

Unearned premiums, gross

Mathematical insurance provisions, gross
Claims provisions, gross

Other insurance-technical provisions, gross

Technical provisions for life insurance where
the policyholder bears the investment risk

in HRK'000
Less than 1 Between 1 Between 5 More than
and 10 Total
year and 5 years 10 years
years
1,042,807 92,472 11,490 2,110 1,148,879
318,528 1,277,388 496,278 473,291 2,565,485
1,212,365 735,038 377,097 580,942 2,905,442
14,638 562 - - 15,200
49,228 350,879 42 101 400,250
2,637,566 2,456,339 884,907 1,056,444 7,035,256
1,001,786 112,239 18,826 2,585 1,135,436
387,222 1,150,841 525,028 460,498 2,523,589
921,010 654,001 377,299 642,190 2,594,500
31,233 342 1 1 31,577
32,642 412,545 42 97 445,326
2,373,893 2,329,968 921,196 1,105,371 6,730,428
in HRK'000
Less than 1 Between 1 Between 5 More than
and 10 Total
year and 5 years 10 years
years
1,249,256 153,186 30,711 2,110 1,435,263
350,829 1,396,390 637,670 637,359 3,022,248
1,331,876 805,278 403,803 599,574 3,140,531
25,330 562 - - 25,892
49,573 359,244 754 2,514 412,085
3,006,864 2,714,660 1,072,938 1,241,557 8,036,019
1,188,682 199,338 44,714 2,585 1,435,319
419,171 1,254,371 667,476 614,103 2,955,121
1,022,040 726,867 401,235 659,694 2,809,836
42,111 342 1 1 42,455
32,642 417,116 191 988 450,937
2,704,646 2,598,034 1,113,617 1,277,371 7,693,668
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25.8. Analysis of claim (loss) ratios, cost ratios and combined ratios for the Company and Group:

Company:

Types of non-life insurance Claims ratio Cost ratio Combme.d Clamjs Cost ratio Combme_d
ratio ratio ratio

2020 2020 2020 2019 2019 2019

Accident insurance 27.43% 35.76% 63.19% 26.23% 42.59% 68.82%
Health insurance 46.56% 33.97% 80.53% 55.77% 35.88% 91.66%
Road vehicle insurance 59.58% 32.88% 92.46% 73.54% 29.53% 103.06%
ﬁ':;idc?“'”g stock 106.48% 32.80% 139.28% 39.06% 78.72% 117.78%
Aircraft insurance 26.90% 25.18% 52.08% -64.98% 37.74% 27.25%
Vessel insurance 13.09% 33.54% 46.63% 52.15% 41.44% 93.59%
Itr::::;atnce for goods in 7.66% 33.99% 41.65% 20.17% 36.73% 56.91%
L“astfr?;?;il:zt fire and 170.22% 36.09% 206.31% 45.92% 42.66% 88.58%
ﬁi:‘:;:\‘ézes of property 63.62% 31.51% 95.12% 80.38% 36.47% 116.85%
Motor liability insurance 61.57% 37.51% 99.08% 55.52% 35.34% 90.86%
Aircraft liability insurance 6.70% 38.93% 45.63% 3.10% 31.22% 34.32%
Vessel liability insurance -176.74% 34.67% -142.07% 72.01% 48.63% 23.38%
S\Z:?;:\‘;Zes of liability 94.28% 30.75% 125.04% 68.11% 37.69% 105.80%
?:Sz';;r;i‘;rance/ credit -44.88% 72.91% 28.03% -91.10% 82.86% -8.24%
Surety insurance 39.03% 28.28% 67.30% 15.50% 23.37% 38.87%
i'\:s'zcr?r']aczeous financial loss 166.70% 29.58% 196.28% 16.20% 30.52% 46.72%
Legal expenses insurance 308.37% 268.48% 576.84% 17.32% 19.66% 36.97%
Assistance 61.88% 38.72% 100.60% 34.72% 43.90% 78.62%
Total non-life insurance 66.98% 35.40% 102.38% 54.10% 37.72% 91.82%
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Group:

Types of non-life insurance Claims ratio Cost ratio Comblne_d Claln?s Cost ratio Comblne'd
ratio ratio ratio

2020 2020 2020 2019 2019 2019

Accident insurance 32.86% 36.09% 68.96% 28.76% 42.55% 71.31%
Health insurance 46.53% 34.12% 80.65% 55.82% 35.80% 91.62%
Road vehicle insurance 61.48% 34.58% 96.06% 75.29% 30.51% 105.80%
m‘:gi‘igo”'”g stock 106.48% 32.80% 139.28% 39.06% 78.72% 117.78%
Aircraft insurance 26.90% 25.17% 52.07% -64.98% 37.74% -27.25%
Vessel insurance 13.09% 33.54% 46.62% 52.15% 41.44% 93.59%
Itr::::g?tnce for goods in 5.26% 33.66% 38.92% 18.96% 35.42% 54.38%
Lnastlijrrzrllij?saaifle?zt fire and 157.47% 36.43% 193.90% 43.41% 42.44% 85.85%
S\Z:?;:\‘;Zes of property 62.35% 31.74% 94.09% 79.67% 35.93% 115.60%
Motor liability insurance 56.87% 37.87% 94.74% 53.16% 36.11% 89.26%
Aircraft liability insurance 6.70% 38.93% 45.63% 3.10% 31.22% 34.32%
Vessel liability insurance -176.68% 34.66% -142.02% -71.97% 48.62% -23.36%
S}Z:‘i;;‘ézes of liability 91.05% 30.92% 121.98% 66.45% 37.41% 103.87%
iL:i”r:r‘i‘;rance/ credit -19.74% 62.45% 42.71% -60.10% 82.04% 21.94%
Surety insurance 16.40% 28.71% 45.12% 5.77% 21.07% 26.84%
i'\r/]';crzlr'igeous financial loss 162.26% 30.38% 192.64% 17.69% 30.74% 48.43%
Legal expenses insurance 305.40% 265.95% 571.35% 17.31% 19.66% 36.96%
Assistance 47.91% 40.40% 88.31% 36.37% 35.95% 72.32%
Total non-life insurance 64.11% 36.00% 100.11% 53.21% 38.00% 91.22%

The above ratios are calculated in accordance with the Ordinance on the structure and contents of financial and additional

statements of insurance and reinsurance companies (Official Gazette No. 37/16, 96/18, 50/19 and 98/20) and Instructions

for completing the financial and supplementary reports of insurance or reinsurance companies by the Croatian Financial

Services Supervisory Agency.

The claims ratio, cost ratio and combined ratio by types of non-life insurance are calculated as follows:

Claims ratio = (Settled claims, gross amount + Change in provisions for claims, gross amount + Change in other
technical provisions, gross amount) / (Gross premium written + Impairment of value and charged value of premium
+ Change in gross provisions of unearned premiums) * (- 100)

Cost ratio = (Operating expenses (business-related expenses), net + Other insurance-technical income, net of
reinsurance + Other technical costs, net of reinsurance) / (Gross premium written + Impairment of value and
charged value of premium + Change in gross provisions of unearned premiums) *(-100)

Combined ratio = claims ratio + cost ratio.

The claims ratio by types of non-life insurance for which mathematical provision is recognized is calculated as follows:

Claims ratio = (Settled claims, gross amount + Change in provisions for claims, gross amount + Change in
mathematical provisions, gross amount+ Change in other technical provisions, gross amount) + (Investment income
from investment of mathematical provision + Investment expense from investment of mathematical provision)/
(Gross premium written + Impairment of value and charged value of premium + Change in gross provisions of
unearned premiums) * (- 100)
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Movements in annual return on mathematical provision

In the case of death and survival, policyholders are entitled to a share in the Company’s profit realised by life
insurance funds management. For policies concluded after 31 December 2017, cost and mortality are the only
possible sources of profit. Shares in profit are calculated once a year, at the earliest at the end of the first or
second year of the insurance term, depending on the tariff. The amount of the share in the profit is determined
by the Management Board.

The Company uses mortality tables for Croatia for the period 2010 to 2012 for the calculation of mathematical
reserves.

For the purpose of the calculation of mathematical reserves:

- for insurance contracts concluded before 2010, an interest rate of 3.25% or 3% was used (the maximum rate
prescribed by HANFA is 3.3%),

- for insurance contracts concluded in 2010 the interest rate used was 3% and 2.75% (the maximum rate
prescribed by HANFA is 3%),

- for insurance contracts concluded after 2010 until 30 June 2016, the interest rate used was 2.75%-1% (the
maximum rate prescribed by HANFA is 2.75%).

- for insurance contracts concluded after 1 July 2016, the interest rate used was 1.75%-0%, (the maximum rate
prescribed by HANFA is 1.75% for contracts with a currency clause and 2% for contracts in HRK),

- for insurance contracts concluded after 1 January 2018, the interest rate used was 1%-0%, and interest rate of
1.20% was used for insurance contracts with a contractual duration of 5 years (the maximum rate prescribed by
HANFA is 1%, and 1,75% for insurance contracts with a contractual duration of 5 years).

The average return is calculated as a weighted average return from the mathematical provision in the last two
years, where the weights represent the average value of mathematical provision during the year.

The following table shows the movements in the annual return realised from investment of assets covering
mathematical provisions for 2020 and 2019:

2020 2019

in HRK'000 in HRK'000

Average balance of mathematical provisions 2,513,947 2,417,608
Return on investments from mathematical provisions 83,195 116,564
Rate of annual return on mathematical provisions 3.31% 4.82%
Average return on mathematical provisions for the past 2 years 4.05% 4.88%
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26. Provisions

Provisions for jubilee awards

Provisions for retirement benefits

Provisions for jubilee awards and retirement

benefits /i/
Provisions for termination benefits
Provisions for legal disputes
Other long-term provisions

Company Company Group Group

31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
27,370 30,070 30,764 33,177
2,659 2,946 6,715 7,162

30,029 33,016 37,479 40,339
7,305 16,740 7,515 16,740
49,205 52,961 52,965 55,325

- - - 1,883

86,539 102,717 97,959 114,287

Movements in provisions for jubilee awards, pensions, legal disputes and other long-term provisions are shown

in the table below:

Company

At 1 January 2019

Additional provisions

Decrease in provisions (utilisation)
At 31 December 2019

Additional provisions

Decrease in provisions (utilisation)
Decrease in provisions (reversal)
At 31 December 2020

Group

At 1 January 2019

Foreign exchange differences
Additional provisions

Decrease in provisions (utilisation)
Decrease in provisions (reversal)
At 31 December 2019

Effect of acquisition (Note 18.3. /i/)
Foreign exchange differences
Additional provisions

Decrease in provisions (utilisation)
Decrease in provisions (reversal)

At 31 December 2020

Provisions for

Provisions - Provisions for  Other long-
jubilee awards s
for legal . termination term Total
. and retirement . -
disputes ) benefits provisions
benefits
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
49,994 31,302 17,568 - 98,864
11,768 1,714 13,018 - 26,500
(8,801) - (13,846) - (22,647)
52,961 33,016 16,740 - 102,717
8,454 - 7,305 - 15,759
(12,210) - (16,740) - (28,950)
- (2,987) - - (2,987)
49,205 30,029 7,305 - 86,539
Provisions ) Pr9V|5|ons for Provisions Other
jubilee awards for
for legal . A long-term Total
disputes and retirement termination provisions
benefits benefits
in HRK'000 in HRK'000 in HRK'000 in HRK'000 in HRK'000
51,928 38,519 17,568 - 108,015
7 9 - 7 23
13,907 3,893 13,018 1,876 32,694
(10,517) (604) (13,846) - (24,967)
- (1,478) - - (1,478)
55,325 40,339 16,740 1,883 114,287
247 - - - 247
14 26 - 23 63
10,755 980 7,515 - 19,250
(13,376) (862) (16,740) - (30,978)
- (3,004) - (1,906) (4,910)
52,965 37,479 7,515 - 97,959
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/i/ The following assumptions were used for the calculation:
e The employment termination rate for the Company is 5.72% (2019: 5.32%), while for the Group the

average is 6.76% (2019: 5.97%)

o The expected annual salary increase for the Company is 1%, while for the Group is 0.65%;

e The present value of the liability is calculated using the discount rate of 0.45% (2019: 0.45%) for the
Company and 0.45%-2.94% for the Group (2019: 0.45%-2.53%).

The table below shows the sensitivity analysis for significant assumptions:

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Change in liabilities  Change in liabilities Change in liabilities  Change in liabilities
Discount rate -10% 105 119 151 165
Discount rate +10% (105) (118) (149) (163)
f::r‘:]'i‘:]‘;:"is:trate 0% 1,665 1,712 2,028 2,074
Employment
termination rate (1,544) (1,594) (1,880) (1,928)
+10%
27. Financial liabilities
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Lease liabilities 261,999 253,792 301,613 284,141
Preference shares 12,250 12,250 12,250 12,250
Other financial liabilities 2,603 - 2,603 -
Derivative financial instruments (Note 19.5) 7,426 5,625 7,426 5,625
284,278 271,667 323,892 302,016
Net debt:
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Cash and cash equivalents 512,936 125,320 669,425 217,367
Lease liabilities (261,999) (253,792) (301,613) (284,141)
Net debt 250,937 (128,472) 367,812 (66,774)
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Net debt reconciliation:

Company Company Company Group Group Group
Cash and Lease Cash and Lease
cash L ereie Total cash e Total
. liabilities . liabilities
equivalents equivalents
2020 2020 2020 2020 2020 2020

in HRK'000  in HRK'000  in HRK'O00  in HRK'O00  in HRK'O00  in HRK'000

At 1 January 125,320  (253,792)  (128,472) 217,367  (284,141) (66,774)
Cash flow 387,616 - 387,616 452,058 - 452,058
Lease payments - 20,066 20,066 - 28,953 28,953
Increases based on new contracts - (22,343) (22,343) - (39,934) (39,934)
Canceled contracts - 6,316 6,316 - 7,686 7,686
Interest expense - (9,497) (9,497) - (10,991) (10,991)
Foreign exchange differences - (2,748) (2,748) - (2,991) (2,991)
Foreign exchange differences
arising on translation of financial - (2) (1) - (195) (195)
statements of foreign operations
At 31 December 512,936 (261,999) 250,937 669,425 (301,613) 367,812
Company Company Company Group Group Group
Cash and Lease Cash and Lease
cash . Total cash . Total
equivalents liabilities equivalents liabilities
2019 2019 2019 2019 2019 2019

in HRK'000  in HRK'000  in HRK'O00  in HRK'O00  in HRK'O00  in HRK'000

At 1 January 369,714 - 369,714 456,717 (2,458) 454,259
Cash flow (244,394) - (244,394) (239,350) - (239,350)
Initial recognition IFRS 16 - 1

January 20?19 - (252,011) (252,011) - (282,829) (282,829)
Lease payments - 19,096 19,096 - 25,770 25,770
Increases based on new contracts - (10,585) (10,585) - (13,680) (13,680)
Interest expense - (9,260) (9,260) - (10,713) (10,713)
Foreign exchange differences - (1,032) (1,032) - (898) (898)
Foreign exchange differences

arising on translation of financial - - - - 667 667
statements of foreign operations

At 31 December 125,320  (253,792)  (128,472) 217,367  (284,141) (66,774)
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27.1. Lease liabilities

The maturity of lease liabilities is presented below:

2021
2022
2023
2024
2025
2026 and later

2020
2021
2022
2023
2024
2025 and later

Company Group

31 Dec. 2020 31 Dec. 2020
in HRK'000 in HRK'000
12,060 20,196
12,033 21,886
11,773 18,259
11,520 15,267
11,888 15,393
202,725 210,612
261,999 301,613
Company Group

31 Dec. 2019 31 Dec. 2019
in HRK'000 in HRK'000
12,328 16,918
10,888 14,309
9,888 12,958

9,812 12,951

9,968 11,694
200,908 215,311
253,792 284,141

The amounts recognised in the statement of financial position and movements of right-of-use assets during the
year are presented in Note 16 Property and equipment.

The following is presented in Statement of comprehensive income:

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000

Depreciation expense of right-of-use assets
Buildings 11,840 11,461 18,108 17,199
Vehicles 2,762 2,018 2,724 2,736
Other - - 218 -
14,602 13,479 21,050 19,935
Interest on lease liabilities 9,497 9,260 10,857 10,585
Expenses relating to short-term leases 3,443 4,639 3,443 5,508
Expenses relating to leases of low-value assets 8,528 7,939 9,390 7,939
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28. Insurance contract and other liabilities and deferred income
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Insurance contract liabilities 79,842 83,028 92,699 98,302
Reinsurance liabilities 90,290 43,715 96,612 46,631
Other liabilities 92,211 96,074 133,831 143,307
Accrued expenses 117,890 132,093 125,596 137,036
Deferred income 168,616 202,809 173,873 208,735
548,849 557,719 622,611 634,011
/i/ Insurance contract liabilities
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec.2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Liabilities for claims and contracted insurance 16,773 21,422 22,259 26,212
amounts
Liabilities for contribution to the Fire 589 565 1,063 1243
Department
Liabilities for the guarantee fund 37,081 33,539 37,404 33,929
L|ab.|||t|es for advan_ces received for the 9,004 10,899 10,373 12,543
insurance premium
Liabilities to the Croatian Insurance Bureau 60 77 60 77
Fee payablfe to the Croatian Financial Services 186 173 428 173
Supervisory Agency
L|ab|_I|t|E_3§ for hea!th insurance under motor 845 813 1,469 1525
liability premium
Other liabilities 15,304 15,540 19,643 22,600
79,842 83,028 92,699 98,302
/ii/ Liabilities from coinsurance and reinsurance
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Reinsurance premiums payable 88,001 40,822 91,377 42,735
Coinsurance premiums payable - domestic 2,289 2,893 4,620 3,505
Coinsurance premiums payable - foreign - - 615 391
90,290 43,715 96,612 46,631
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/iii/ Other liabilities

Trade payables

Advances received

Liabilities for net salaries

Liabilities for contributions from salaries

Liabilities for tax and surtax from salaries

Liabilities for contributions on salaries

Dividends payable

Liability to the state for sold flats

Due to employees

Liabilities for tax on motor liability and motor
hull insurance

Other liabilities

/iv/ Accrued expenses and deferred income

Accrued expenses for unused vacation days

Other accrued expenses
Total accrued expenses

Deferred income from recourses /i/
Other deferred income

Total deferred income

Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
42,806 47,724 53,321 68,138
328 639 3,595 2,678
20,943 20,383 28,010 25,871
5,380 5,134 6,797 6,022
2,733 3,168 2,992 3,423
4,334 4,214 5,599 5,098
2,443 1,432 2,469 1,458

204 660 204 660

105 272 2,055 1,585

8,184 7,828 8,914 8,653
4,751 4,620 19,875 19,721
92,211 96,074 133,831 143,307
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
13,533 15,160 14,742 16,004
104,357 116,933 110,854 121,032
117,890 132,093 125,596 137,036
154,960 192,744 154,960 192,744
13,656 10,065 18,913 15,991
168,616 202,809 173,873 208,735
286,506 334,902 299,469 345,771

/i/ Deferred income from recourses, due to uncertainty of collection, in the amount of HRK 154,960 thousand
(31 December 2019: HRK 192,744 thousand) relates to deferred income from recourses which are either open
or subject to a final settlement for payment (see Note 22.3). When the refusal of payment leads to these recourse
receivables being sued, then the recourse receivable and deferred income are transferred to off-balance-sheet

records.
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29. Off-balance-sheet items
Company Company Group Group
31 Dec. 2020 31 Dec. 2019 31 Dec. 2020 31 Dec. 2019
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Forward contracts 1,943,791 1,690,544 1,943,791 1,690,544
Premium receivables from companies in 205,153 200,190 224,257 219,144
bankruptcy
Shares and stakes of companies in bankruptcy 22,878 22,878 36,189 34,588
Placements and interest from companies in 66,480 63,937 76,028 73.416
bankruptcy
Default interest on placements 34,882 34,880 34,882 34,880
Other off-balance-sheet items 1,539 1,539 1,539 1,539
2,274,723 2,013,968 2,316,686 2,054,111
Recourse receivables 775,315 770,013 792,908 788,155
3,050,038 2,783,981 3,109,594 2,842,266
30. Related party transactions

The Company considers that it has an immediate related party relationship with its ultimate controlling party,
the company ADRIS grupa d.d. and the Republic of Croatia (CERP) and companies with majority state ownership
or in which the state has significant influence, companies under control, under common control or under
influence of key management personnel and their close family members in accordance with the definitions
contained in International Accounting Standard 24 “Related Party Disclosures” (IAS 24). The Group considers the
members of the Management Board and Supervisory Board, and directors of departments as key management.

Key related party transactions

The Company pays income tax in the Republic of Croatia, as described in Note 13. The Company also pays
personal income tax as described in Notes 9 and 10.2. With regard to taxes, the Company has no outstanding
liabilities towards the Republic of Croatia. The Company invests in securities of the Republic of Croatia and other
state-owned companies as listed in the table below with interest rates ranging from 0.25% to 6.50% and with
maturities of 2021-2034.

The Company has given loans to the related company Croatia-tehnicki pregled d.o.o. in the total value of HRK
181.4 million at an interest rate of 5%, to the company Core 1 d.o.o. in the total amount of HRK 95 million at an
interest rate of 4% and 5.14% respectively, to the company Croatia osiguranje d.d., non-life insurance company,
Skopje in the amount of HRK 6 million at an interest rate of 2.3%, to the company CO Zdravlje d.o.o. in the amount
of HRK 19 million at an interest rate of 6.10%, and to the company CROATIA Premium d.o.0. in the total amount
of HRK 7 million at an interest rate of 3.46%, for the purpose of additional investments.

Other relationships with subsidiaries, joint ventures and associates within the Group and other companies that

have a significant impact on the Company's financial statements as well as companies in which the state has
majority ownership or significant influence are presented in the following tables for 2020 and 2019:
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Transactions and balances with the parent company and other related entities of the Company for 2020:

Other ADRIS
Subsidiaries Associates ?:;fnf?::'ng:nj) GRUP,iA
companies
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Loans and receivables 256,438 1,990 - 43,714
Receivables from insurance 1,184 1 73 2,298
Other receivables 993 54 164 328
Insurance liabilities 721 - - -
Technical provisions 19,075 - - -
Other liabilities 1,011 - 1,660 965
Written premiums 5,210 222 632 19,414
Change in gross provisions for unearned 3,551 ) ) )
premiums
Investment income 20,022 11,542 - 2,416
Other income 1,185 - 148 -
Claims incurred 14,690 - 2 8,784
Operating expenses 4,545 - 14,415 2,678
Transactions and balances with the parent company and other related entities of the Group for 2020:
Associates ADRIS GRUPA d.d. Other ADRIS
(Parent company) GRUPA companies
in HRK'000 in HRK'000 in HRK'000
Loans and receivables 1,990 - 43,714
Receivables from insurance 1 73 2,298
Other receivables 54 171 415
Insurance liabilities - - -
Technical provisions - - -
Other liabilities - 1,694 1,016
Written premiums 222 632 19,414
Change in gross provisions for unearned premiums - - -
Investment income 11,542 - 2,416
Other income - 157 96
Claims incurred - 2 8,784
Operating expenses - 14,839 2,708
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Transactions and balances with parties related to the shareholder with significant influence on the Company and the Group

(Republic of Croatia and all companies with majority state ownership) for 2020:

Company Group
in HRK'000 in HRK'000
Debt securities 5,578,021 5,598,634
Loans and receivables - -
Receivables from insurance business 13,359 13,359
Other receivables 1,691 1,692
Insurance liabilities - -
Other liabilities 1,332 1,506
Insurance income 108,718 108,718
Interest income 150,235 150,551
Other income 11,779 11,779
Insurance expenses 16,923 16,923
Other expenses 26,471 27,932
Transactions and balances with the parent company and other related entities of the Company for 2019:
ADRIS GRUPA Other ADRIS
Subsidiaries Associates d.d. (Parent GRUPA
company) companies
in HRK'000 in HRK'000 in HRK'000 in HRK'000
Loans and receivables 256,307 1,990 - 53,959
Receivables from insurance 361 1 3 964
Other receivables 914 - 95 207
Insurance liabilities 596 - - 23
Technical provisions 18,564 - - -
Other liabilities 189 - 1,613 403
Written premiums 4,716 227 482 17,216
g?:;?jr:; gross provisions for unearned 5776 i i i
Investment income 20,581 13,592 - 2,823
Other income 1,020 - 125 -
Claims incurred 15,046 - 67 38,745
Operating expenses 2,486 - 14,312 1,906
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Transactions and balances with the parent company and other related entities of the Group for 2019:

Loans and receivables
Receivables from insurance
Other receivables
Insurance liabilities
Technical provisions

Other liabilities

Written premiums

Change in gross provisions for unearned premiums
Investment income

Other income

Claims incurred

Operating expenses

ADRIS GRUPA d.d.

Other ADRIS

Associates (Parent company) GRUPA companies
in HRK'000 in HRK'000 in HRK'000
1,990 - 53,959

1 3 964

- 96 227

- - 23

- 1,646 403

227 482 17,216
13,592 - 2,823

- 125 37

- 67 38,745

- 14,728 1,934

Transactions and balances with parties related to the shareholder with significant influence on the Company and the Group
(Republic of Croatia and all companies with majority state ownership) for 2019:

Company Group
in HRK'000 in HRK'000
Debt securities 5,781,723 5,799,211
Loans and receivables 32,108 32,108
Receivables from insurance business 13,235 13,235
Other receivables 1,972 1,979
Insurance liabilities 77 77
Other liabilities 3,211 3,463
Insurance income 97,527 97,527
Interest income 164,557 164,851
Other income 11,656 11,656
Insurance expenses 18,868 18,868
Other expenses 34,440 35,017
/i/ Key management compensation
Company:
31 Dec.2020 31 Dec.2019
in HRK '000 in HRK '000
Management DET;:::;:: Super;i::rrz Total Management De':;:::lz:: Super\éi::rrz Total
Key management 13,272 20,201 90 33,563 15,268 20,627 84 35979
compensation
Termination benefits - 1,448 - 1,448 1,486 641 - 2,127
13,272 21.649 90 35.011 16,754 21,268 84 38,106

170



CROATIA osiguranje d.d., Zagreb
Notes to the financial statements for 2020

Group:
31 Dec.2020 31 Dec.2019
in HRK '000 in HRK '000
Management Depa}rtment Supervisory Total Management Depajrtment Supervisory Total
directors Board directors Board
Key management 23,751 25,411 219 49,381 25,183 29,270 208 54,661
compensation
Termination benefits 754 1,448 - 2,202 1,837 1,111 - 2,948
24,505 26,859 219 51,583 27,020 30,381 208 57,609

The key management personnel of the Group are members of the Management Board and Supervisory Board
and directors of departments.

Key management compensation includes gross salary, life insurance premiums, benefits in kind, bonuses,
termination benefits and compensation of the Supervisory Board.

31. Contingent liabilities

The Group has contingent liabilities in terms of issued collection instruments in the course of its business
operations. It is unlikely that significant obligations could result from the above.

On account of its principal activity, the Group is subject to legal disputes initiated by injured parties. Based on
the opinions of legal advisors, the Management Board has assessed which legal disputes require provisions, since
it is probable that the court will not rule in the Group’s favour. Legal disputes for which no provision have been
made and were designated as contingent liabilities, it has been estimated that the final outcome will be in favour
of the Group and that no outflow of resources will occur.

Provisions for legal disputes arising from claims incurred were provided for within claims provisions. The
Management Board believes that these provisions are sufficient.

32. Commitments

As at 31 December 2020, the Company's contractual obligations for future investments amount to HRK 158,893
thousand based on binding bids for investments in venture capital funds (31 December 2019: HRK 114,769
thousand).

33. Audit of financial statements

The auditors of the Group’s financial statements have provided services in 2020 in the amount of HRK 2,390
thousand plus value added tax (2019: HRK 2,208 thousand plus value added tax). The Company was provided
services in the amount of HRK 1,522 thousand plus value added tax (2019: HRK 1,315 thousand plus value added
tax). Services in 2020 and 2019 relate to the costs of the statutory audit of annual financial statements and

related audit services.

During 2019 and 2020, PricewaterhouseCoopers d.o.o. (“PwC”) provided educational services.

34. Events after the balance sheet date

There were no significant events after the end of the reporting period.
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Statements prescribed by the Ordinance of the Croatian Financial
Services Supervisory Agency

Pursuant to the Ordinance on the structure and content of financial statements and additional reports
of insurance and reinsurance companies (Official Gazette 37/16, 96/18, 50/19 and 98/20) which was issued by
the Croatian Financial Services Supervisory Agency on the basis of the Insurance Act and the Accounting Act,
below we present the separate and consolidated financial statements of the company CROATIA osiguranje d.d.,
Zagreb in the form required by the stated Ordinance.

The reconciliation between the financial statements, as prescribed by the Ordinance on the structure
and content of the financial statements of insurance and reinsurance Companies, and the annual financial
statements prepared in accordance with the IFRS reporting framework is presented in section entitled
"Reconciliation of the financial statements and supplementary statements for the Croatian Financial Services
Supervisory Agency".
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STATEMENT OF FINANCIAL POSITION as at 31 December 2020

Position Sum Position B Previous year Current year
no. elements code Position B " " "
Life Non-life Total Life Non-life Total
0 002003 T INTANGIBLE ASSETS 0 36,992,651 36,992,651 0 96,858,015 96,858,01
0 1 Goodwil 0 0 0 0 0
0 2 Other ntangible assets 0 36,992,651 36,992,651 0 96,858,015 96,858,01
004 005+006+00 i TANGIBLE ASSETS 9973 641,779,864 641,789,837 14133 553,220,673 553,234,805
005 1 Land and builings used for business 0 355,254,200 355,254,200 0 264,388,018 264,388,018
006 p Equipment 9973 18,585,898 18,595,871 14,051 26,833,103 26,847,754
007 3 Other tangible assels and inverfories 0 767,939,766 267,939,766 82 261,998,952 261,999,034
008 0054010401 in INVESTMENTS 3,054,031,686 5,465,347,333 8,519,379,019 314,967,355 576,935,615 8,491,902,970
009 A Investments In land and bulldings not 0 367,521,081 367,521,081 0 456,652,567 456,652,567
used for business activities
011+012+01 Investments in subsidiaries,
010 3 B associates and participation in joint 0 279,110,925 279,110,925 0 376,515,932 376,515,932
entures
1 1 ares and siakes in 0 24542263 245,422,632 0 342,827,639 32,827,639 _|
2 2 ares and stakes in associates 0 5,688,29: 5,688,293 0 5,688,293 5,688
3 3 ares and stakes in joint ventures 0 28,000,00( 28,000,000 0 8,000,000 28,000,
014 O18eC1Es02 c Financial assets 3,054,031,686 4818715327 7872,747,013 3,114,967,355 4543767116 7,658,734471
5 016017 1 Held-to-maturity financial assets 1228357915 44009371 2172,387,28 T.083.787,700 998.596.87 2,082,334,57
B 71 Debt finandil i 1,228,357,915 944,029,371 2,72,387,28 1,083.787,700 998,546,87 2,082,334,57.
7 1.2 Other 0
018 019e02002 2 Financial assets available for sale 1,628,859,849 2817918673 4,446,778,522 1,804,243,755 2731918505 4,536,162,260
9 Xl Equity financil instruments 4.551,993 498,028,031 522,560,024 29.250,17 506,883,80 6,134,
0 2 Deb finandial 1562,180,361 3.255.225,971 3,837,406,331 1718,133.23 2.089,821,10 3,807,954,
1 3 Shares ini funds 2127495 64,664,672 86,792,167 56,860,34 135,213,54 2,073,
7 4 Other 0 0 0
024+025+02 Financial assets at fair value through
023 AN 3 -y 589,945 47,661,095 48,251,040 318,108 20,984,620 21,302,728
0 Xi Equity finanial instruments 0 17,070,930 17,070,93 0 7187511 T,48751
0; .2 Debt financial instruments 0 0 0 0
0. .3 Derivative financial instruments 589,945 3,080,534 3,670,47 318,108 3,797,109 4,115,211
0: .4 Shares in investment funds 0 27,509,631 27,509,63 0 0
028 5 Other 0 0 0 0
0301031403 -
029 X 4 Loans and receivables 196,223,977 1,009,106,188 1,20,330,165 226,617,793 792,317,117 1,018,934,910
030 7x] Deposits with credit institutions 144,001,733 40,294,540 84,296,274 175,737,297 1732271 93,060,01
0 42 Loans 52,222,204 12,837,084 65,059,328 47,414,600 01.235.37 48,649,97
0 43 Other 0 55,974,564 55,974,564 3.465.89 73.759.02 71,224,921 |
0; D Deposits with cedent 0 0 0 0
INVESTMENTS FOR THE ACCOUNT
034 v AND RISK OF LIFE INSURANCE 445,325,559 0 445,325,559 400,250,132 0 400,250,132
POLICYHOLDER
036+037+03
REINSURANCE SHARE IN
035 BB v e, 25,753 213,507,427 213,533,180 12,263 474,856,240 474,868,503
036 1 Unearned premiums, rei share 3.724 42,185,167 42,188,891 0 58,699,359 58,699,359
037 2 Mathemat\casl g(::&;lons for insurance, 22,030 0 22,030 12,263 0 12,263
038 3 Cleims provisions,rei share 0 71,322,260 171,322,260 0 216,156,881 416,156,881
Provisions for bonuses and discounts,
039 4 ‘ X bon 0 0 0 0 0 0
Provisions for claims fluctuation,
040 5 ‘ x 0 0 0 0 0 0
041 6 Other technical provisions for insurance, 0 0 0 0 0 0
reinsurance share
Special provisions for life insurance
042 7 where the policyholder bears the 0 0 0 0 0 0
investment risk, reinsurance share
043 044+045 vI DEFCRRED AND CURRENT TAX 2,028,656 66,492,988 68,521,644 1,777,335 65,691,032 67,468,366
044 1 Deferred tax assels 202865 66,492,988 68,521,604 1,777,335 65,691,032 67,468,366
045 2 Current tax assets 0 0 0 0 0 0
0474050405
046 ; vi RECEIVABLES 503,661 854,729,992 855,233,653 622,574 741,344,471 74,967,045
4 048+049 1 Receivables from insurance business 235,163 465.705.70 465,941,464 234,219 486,139,966 486,374,186
4 71 From polcyholders 0 464.918.70 464,918,705 0 485,689,766 485,689,766
4 1.2 From agents or insurance brokers 235,763 786,99 1,022,759 234,219 450,201 684,420
050 2 Receivables from reinsurance 879 46715736 46,716,615 el 50,037,983 50,038,396
052+053+05 -

051 b 3 Other receivables 267,020 342,308,555 342,575,575 367,941 196,166,521 196,554,462
052 31 Recelvable fom ofer insurance 0 199,851,589 199,851,589 0 164,158,334 164,158,334
53 32 Receivables for returns on investments 262,624 997,458 1,260,083 277,38 756,947 ,034,33
54 33 Other receivab 4,39 141,459,508 141,463,904 10,5 31,251,240 31,361,79
55 056-060+061 Vil OTHER ASSETS 25,003,071 100,317,264 125,320,335 5242047 250,515,970 512,936,44
056 0574086405 1 Cash at bank and on hand 25,003,071 100,316,752 125,319,623 62420478 450,515,458 512,935,936
057 71 Funds i the business accounl 0 100,316,752 100,316,752 0 450,515,458 450,515,458
058 1.2 Funds in the account of assets covering 25,003,071 0 25,003,071 62,420,478 0 62,420,478

mathematical provisions
059 1.3 Cash on hand 0 0 0 0 0 0
060 2 Nlon-cufrenl assets tl|eld for sale and 0 0 0 0 0 0
discontinued operations
061 3 Other 0 512 512 0 512 512
062 063+064+06 X PR EPAR EXPENSES AND ACCRUED 0 239,306,560 239,306,560 0 260,751,069 260,751,069
063 1 Accrued interest and rent 0 0 0 0 10,000 10,000
064 2 Deferred acquisition costs 0 226,108.778 226,109,778 0 208,349,670 208,349,670
065 3 i‘:‘&'fﬂgg’epa‘d expenses and accrued 0 13,196,782 13,196,782 0 52,391,399 52,391,399
001+004+00
0B | Diseose: X TOTAL ASSETS 3,526,928,359 7,618.474,078 1145402437 | 3560064270 | 8020173083 |  11,600,287,353
54062
067 X OFF BALANCE-SHEET ITEMS 265,956,261 2518,004,767 2,783,981,028 368,537,300 2.681,501,745 3,050,039,054
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in HRK
. Positio Previous year Current year
Position . o
no. Sum elements n Position description - - - -
code Life Non-life Total Life Non-life Total
068 20 | x| eaumy 434,798,823 2913,664,885 3,348,463,708 453763008 | 3080075800 |  3,533,839,709
069 070+071 1 Share capital 44,288,720 545,037,080 589,325,800 44,288,720 545,037,080 589,325,800
070 11 Paid-up capital - ordinary shares 44,288,720 545,037,080 589,325,800 44,288,720 545,037,080 589,325,800
071 1.2 Paid-up capital - preference shares 0 0 0 0 0 0
072 2 Share premium (capital reserves) 0 681,482,525 681,482,525 0 681,482,525 681,482,525
073 074+075+076 3 reserves 147,994,829 368,660,865 516,655,694 144,192,801 326,931,603 471,124,404
074 3.1 Land and buildings 0 50,470,925 50,470,925 0 49,173,638 49,173,638
075 3.2 Financial assets available for sale 147,994,829 318,189,940 466,184,769 144,192,801 277,757,965 421,950,766
076 3.3 Other revaluation reserves 0 0 0 0 0 0
077 078+079+080 4 Reserves 85,295,937 316,742,639 402,038,576 85,295,937 316,742,639 402,038,576
078 4.1 Legal reserves 2,214,436 27,864,354 30,078,790 2,214,436 27,864,354 30,078,790
079 4.2 Statutory reserves 7,581,501 139,638,995 147,220,496 7,581,501 139,638,995 147,220,496
080 4.3. Other reserves 75,500,000 149,239,289 224,739,289 75,500,000 149,239,289 224,739,289
081 082+083 5 earnings or loss 117,543,395 748,287,005 865,830,400 157,219,337 1,003,059,796 1,160,279,132
082 5.1 Retained earnings 117,543,395 748,287,005 865,830,400 157,219,337 1,003,059,796 1,160,279,132
083 5.2 Accumulated loss (-) 0 0 0 0 0 0
084 085+086 6 Profit or loss for the period 39,675,942 253,454,771 293,130,713 22,767,114 206,822,158 229,589,272
085 6.1 Profit for the period 39,675,942 253,454,771 293,130,713 22,767,114 206,822,158 229,589,272
086 6.2 Loss for the period ( - ) 0 0 0 0 0 0
MINORITY LIABILITIES (SUBORDINATED
087 Xi LIABILITIES) 0 0 0 0 0 0
088 XIv MINORITY INTEREST 0 0 0 0 0 0
089 O ® | xv | TECHNICAL PROVISIONS 2572182413 3712,920,109 6285102522 | 2654028927 |  3.980.977.359 |  6,635,006,286
090 1 Unearned premiums, gross amount 4,869,308 1,130,567,020 1,135,436,328 5,022,484 1,143,856,246 1,148,878,729
091 2 Mathematical provisions, gross amount 2,505,680,869 17,908,413 2,523,589,282 2,554,176,172 11,308,894 2,565,485,066
092 3 Claims provisions, gross amount 61,632,236 2,532,867,656 2,594,499,892 94,830,271 2,810,611,741 2,905,442,012
093 4 Proviions for bonuses and discounts, gross 0 7,653,600 7,653,600 0 7213900 7,213900
094 5 Provisions for claims fluctuation, gross amount 0 7,055,533 7,055,533 0 7,055,533 7,055,533
095 6 Other technical provisions, gross amount 0 16,867,887 16,867,887 0 931,045 931,045
SPECIAL PROVISIONS FOR LIFE INSURANCE
096 Xvi WHERE THE POLICYHOLDER BEARS THE 445,325,559 0 445,325,559 400,250,132 0 400,250,132
INVESTMENT RISK, gross amount
097 098+099 Xvi OTHER PROVISIONS 2,930,875 104,301,522 107,232,397 2,570,940 87,002,391 89,573,331
098 1 Provisions for pensions and similar obligations 2,930,875 99,785,773 102,716,648 2,570,940 83,967,933 86,538,873
099 2 Other provisions 0 4,515,749 4,515,749 0 3,034,458 3,034,458
100 101+102 Xvii DEFERRED AND CURRENT TAX LIABILITY 32,486,670 94,182,105 126,668,775 31,652,078 76,140,059 107,792,137
101 1 Deferred tax liabilities 32,486,670 81,151,686 113,638,356 31,652,078 71,795,993 103,448,072
102 2 Current tax liability 0 13,030,419 13,030,419 0 4,344,066 4,344,066
DEPOSITS RETAINED FROM BUSINESS CEDED TO
103 XIX REINSURANCE 0 0 0 0 0 0
104 105+106+107 XX FINANCIAL LIABILITIES 300,004 271,366,763 271,666,767 1,528,948 282,748,677 284,277,625
105 1 Loan liabilities 0 0 0 0 0 0
106 2 Liabilities for issued financial instruments 0 0 0 0 0 0
107 3 Other financial liabilities 300,004 271,366,763 271,666,767 1,528,948 282,748,677 284,277,625
108 109G ] xa | oTHER ABILITIES 16,312,650 200,728,028 226,040,678 9,389,626 253,603,409 262,993,236
109 1 Liabilities from direct insurance business 4,067,620 78,960,077 83,027,697 3,266,164 76,576,333 79,842,497
110 2 Liabilities from coinsurance and reinsurance 21,961 43,692,666 43,714,627 10,330 90,279,328 90,289,658
111 3 Liab'\lili.es for disposal and discontinued 0 0 0 0 0 0
operations
112 4 Other liabilities 12,223,070 87,075,284 99,298,354 6,113,332 86,747,749 92,861,081
113 114+115 XXIl ACCRUED EXPENSES AND DEFERRED INCOME 22,591,365 312,310,666 334,902,031 26,879,509 259,625,388 286,504,897
114 1 Deferred reinsurance commission 0 0 0 0 0 0
115 2 Other accrued expenses and deferred income 22,591,365 312,310,666 334,902,031 26,879,509 259,625,388 286,504,897
068+087+088+0
116 8940961097410 | yyyy | TOTALEQUITY AND LIABILITIES 3,526,928,359 7618474078 MA5402437 | 3580064270 | 8020173083 |  11,600,237,353
0+103+104+108
+113
117 XXIV OFF-BALANCE-SHEET ITEMS 265,956,261 2,518,024,767 2,783,981,028 368,537,309 2,681,501,745 3,050,039,054

Note: position 088 is completed by companies preparing consolidated financial statements.
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STATEMENT OF COMPREHENSIVE INCOME for the period 1 January 2020 — 31 December 2020

in HRK
Posit
ion Sum elements " Previous year Current year
no. Position Position description
code
Life Non-life Total Life Non-life Total
oo | 00200300440 I Earned premiums (income) 516,797,292 1,968,720,774 2,485,518,066 453,368,816 2045516759 |  2,498,885,575
002 1 Gross written premiums 517,407,481 2,221,290,222 2,738,697,7 453,698,194 2,288,220,230 2,741,818,424
003 2 Value adjustment and charged premium value adj 0 3,810,299 ,810, 0 775,347 775,347
004 3 Premiums ceded to reinsurance (-) -89,149 -247,719,321 -247,808, -72,479 -248,703,784 248,776,263
005 4 Change in gross provisions for unearned premiums (+/-) -523,834 4,452,474 ,928,641 -153,175 -13,289,226 -13,442,401
006 5 g‘:r"jg'/’f"""v's"’"s for unearned premiums, reinsurance 2,794 13,112,899 13,110,105 3,724 16,514,192 16,510,468
008+009+010+0
007 11+012+013+01 ] Investment income 131,978,406 363,146,323 495,124,729 141,183,338 245,380,706 386,564,044
4
008 1 Income from subsiciaries, associates and participation in 1,229,923 43,723,450 44,953,373 2,103,298 23,504,252 25,697,549
joint ventures
009 2 Income from investments in land and buildings 0 41,040,287 41,040,287 0 28,494,465 28,49
010 3 Interest income 106,303,691 109, 215,930, 88,370,33 91,126,147 179,
011 4 Unrealized gains on investments 75,060 7,325, ,801,! 280,46 756, 4,
012 5 Realised gains on investments 15,191, 45,380, ,571, 20,090,02 69,738,69
013 6 Net foreign exchange gains 8,768, 5,258,1 ,026, 30,327,77 ,864,87:
014 7 Other investment income , 110,791,23: 110,801,082 K ,805,81
015 n Income from fees and issi 2,154, 33,928,00 ,082,871 2,100, 477,92
016 4 Other insurance - technical income, net of reil 203, 27,839,650 28,042,680 441 ,605,
017 ) Other income , 21,285,273 21,289,222 017, ,018,.
018 019+022 Vi Claims incurred, net -356,548,: -1,095,772,610 -1,452,321,09 -482,361, -1,200,100, 1,682,462,
019 020+021 1 Settled claims -363,782, 1,132,561, -1,496,343,80/ -449,163,26( -1,167,191; -1,616,354,
020 11 Gross amount (-) -363,782, 1,246,902, -1,610,684,83: 449,163,260 -1,270,466, -1,719,629,436 |
021 1.2 Reinsurance share (+) ,341, ,341,02 0 03,274,69 ,274,690 |
022 023+024 2 Change in claims provisions (+/-) 7,233,883 ,788, 14,022, -33,198,036 -32,909 4 66,107,501
023 2.1 Gross amount (-) 7,233,883 714, ,948, -33,198,036 -277,744,01 -310,942,12
024 2.2 Reinsurance share (+) 0 ,073, ,073, 0 244,834.6 244,834,621 |
025 0264029 vii e 167,716,110 16,302,095 162414015 48,505,070 22,976,061 25,529,009
026 027+028 1 Change in ical provisions (+/-) 167,716,110 11,342,25: 156,373, -48,505,070 6,599,519 41,905,551
027 11 Gross amount (-) 167,726,381 11,342,25; 156,384, -48,495,303 6,599,519 41,895,784
028 1.2 Reinsurance share (+) 10,271 0, -9,767 0 -9,767
029 030+031 2 ﬂ‘;;‘ge rcthegteshnicalprosiionunstiodre st ance 0 3,050,843 3,959,843 0 16,376,542 16,376,542
030 21 Gross amount (-) 0 3,959,843 3,959,843 0 16,376,542 16,376,542
031 22 Reinsurance share (+) 0 0 0 0 0 0
Change in special provisions for life insurance where the
032 033+034 vin policyholder bears the investment risk, net of 11,314,972 0 11,314,972 44,416,501 0 44,416,501
reinsurance (+/-)
033 1 Gross amount (-) 11,314,972 0 11,314,972 44,416,501 0 44,416,501
034 2 Reinsurance share (+) 0 0 0 0 0
035 0364037 X Expenses for premium returns (bonuses and discounts), 0 7,645,260 7,645,260 0 5,277,788 5,277,788
net of reinsurance
036 1 Depending on the result (bonuses) -7,645,260 -7,645,261 0 -5,277,788 -5,277,788
037 2 Irrespective of result (discounts) 0 0
038 039+043 X Operating expenses (business i net -84,348,495 -832,018, -916,367,4. -65,446,33f -799,044,69 -864,491,027 |
039 040+041+042 1 Acquisition costs -37,326,7; 474,735, -512,062,2 -28,951,97f -448,794,54: -477,746,!
040 11 c 11,4001 263,988, 275,388, 7.464,63 -248,858,27 -256,322,908_|
041 12 Other acquisition costs 25,9265 -185,454, 211,380,826 -21,487,339 -182,176,16: 203,663,
042 13 Change in deferred acquisition costs (+/-) -25,292,670 -25,292,670 0 -17,760,10¢ 17,760,108 |
043 044+045+046 2 inistration costs inistrative expenses) -47,021,7f -357,283,444 -404,305,. -36,494,360 -350,250, 14! -386,744,!
044 2.1 Depreciation -3,686,0 -54,248,874 -57,934, -3,241,17 -53,822,00¢ -57,063,
045 2.2 Salaries, taxes and from and on salaries -19,365,5! -124,374,460 -143,740, -15,326,61 -116,008,79 -131,335414 |
046 23 Other administrative expenses -23,970,1 -178,660,109 202,630, -17,926,56. -180,419,34: 198,345,907
048+049+050+0
047 51+052+053+05 X Investment expenses -4,940,320 141,817,186 146,757,505 -16,810,587 -100,387,576 117,198,163
4
s R Depreciation of land and buildings not intended for 0 0 0 0 0 o
business activities
049 2 Interest -1,321,372 -8,932,083 10,253,455 -1,280,485 -9,369,907 10,650,392 |
050 3 i of i 0 -34,485,331 -34,485, -1,013,854 -6,741,194 -7,755,048 |
051 4 Realised losses on investments -864,282 -16,181,820 -17,046, -9,667,064 -24,903,404 -34,570,4
052 5 Unrealised losses on investments -300,004 5,324,927 -5,624, -2,079,253 -8,691,697 -10,770,9!
053 6 Net foreign exchange losses 0 0 0 0
054 7 Other investment expenses -2,454,662 -76,893,02 -79,347,68 -2,769,930 -50,681,374 -53,451,304
055 056+057 Xl Other technical expenses, net of -407,137 -36,775,20 -37,182,34 -707,601 -37,967,306 -38,674,90
056 1 Prevention activities expenses 0 0 0
057 2 Other technical expenses of insurance -407,137 -36,775,20 -37,182,34 -707,601 -37,967,306 -38,674,90
058 X Other expenses, including value -989 -11,298,52 -11,299,51 -9,233 -3,726,536 -3,735,76¢
001+007+015+0
o5y | xv Profit or loss for the period before tax (+/-) 48,490,981 304,894,400 353,385,381 27,671,156 246,469,155 274,140,311
+047+055+058 ___|
060 061+062 XV Income or loss tax -8,815,03 -51,439,629 -60,254,668 -4,904,042 -39,646,997 44,551,
061 1 Current tax expense -8,731,18; -35,245,00! -43,976,197 -4,652,720,89 -38,036,452,1 -42,689,173 |
062 2 Deferred tax expense (income) -83,85 -16,194,62 -16,278, -251,321,21 -1,610,545,0: -1,861,
063 059+060 XVI Profit or loss for the period after tax (+/-) 39,675,94 253,454,77 293,130, 767,114 206,822,15¢ 229,589,272 |
064 1 Attributable to equity holders of the parent company
065 2 Attributable to non-controlling interest 0 0
oes | OO xvi TOTAL INCOME 651,053,691 2,398,725,407 3,049,779,098 596,843 457 2,368,387,397 |  2,965,230,854
018+025+032+0
067 35+038+047+05 xvin TOTAL EXPENSE -611,377,749 -2,145,270,636 -2,756,648,385 -574,076,343 -2,161,565,239 -2,735,641,582
540584061
069+070+071+0
068 72+073+074+07 XIX Other comprehensive income 81,013,025 162,936,979 243,950,005 -3,802,028 -40,648,486 -44,450,514
54076
069 1 f:rieni; losses on translation of financial statements of 0 230,198 130,198 0 107,321 107,321
070 2 ains/ losses on revaluation of finanial assets available 98,796,373 198,076,792 296,873,164 4,636,620 49,176,408 -53,813,027
o7 3 .Gains /losses on revaluat.ic:q of land and buildings 0 663,668 663,668 0 264,037 264,037
intended for business activities
Gains / losses on revaluation of other tangible (except for
072 4 land and buildings) and intangible assets el " 0 0 U 0 0 C
073 5 Effects of cash flow hedging instruments 0 0 0 0
074 6 Actuarial gains / losses on defined benefit pension plans 0 0 0 0
075 7 Share in other comprehensive income of associates 0 0 0 0
076 8 Income tax on other comprehensive income -17,783,347 -35,773,283 -53,556,63! 834,592 8,899,280 9,733,87.
077 078+079 XX Total comprehensive income 120,688,967 416,391,751 537,080,71 18,965,086 166,173,672 185,138,75
078 1 Attributable to equity holders of the parent company 0
079 2 Attributable to non-controlling interest 0
080 XXI 0
Note: position 088 is by ies preparing consoli financial statements.
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STATEMENT OF CASH FLOWS (INDIRECT METHOD) for the period 1 January 2020 — 31 December 2020

Po:n:on Sum elements P(:::::n Position description Current period Previous period
001 002+013+031 1 CASH FLOW FROM OPERATING ACTIVITIES 333,325,166 -247,534,975
002 003+004 1 Cash flow before changes in operating assets and liabilities 152,931,889 129,937,345
003 1.1 Profit/loss before tax 274,140,311 353,385,381
opg | 00HOUEOUTAOe 003 12 Adjustments: 121,208,422 -223,448,036
005 1.2.1 Depreciation of property and equipment 38,763,846 40,640,873
006 1.2.2 Amortization 18,299,342 17,294,064
007 1.2.3 Impairment and gains/losses on fair valuation 15,531,917 -28,969,476
008 1.2.4 Interest expense 10,650,392 10,253,455
009 1.2.5 Interest income -179,496,482 -215,930,200
010 1.2.6 Share in profit of associates 0
o011 12.7 Ga.ins'//asses on sale of tangible assets (including land and 449,307 4135517

buildings)
012 1.2.8 Other adjustments -25,406,744 -45,601,234
013 014+015+...+030 2 Increase/decrease in operating assets and liabilities 231,768,803 -326,447,670
014 2.1 Increase/decrease in investments available for sale -58,020,322 -361,421,935
015 22 Incrgase/decrease in investments valued at fair value through 21,040,620 124,003,667
profit or loss
016 2.3 Increase/decrease in loans and receivables 183,955,033 -223,962,355
017 24 InFrease/decrease in deposits at insurance business ceded to 0 0
reinsurance
018 25 !ncrease/decr.ease in investments for the account and risk of life 45,075,427 10,534,151
insurance policyholder
019 2.6 Increase/decrease in reinsurance share in technical provisions -261,335,323 2,025,965
020 2.7 Increase/decrease in tax assets -808,588 94,308
021 2.8 Increase/decrease in receivables 42,453 567 21,377,957
022 2.9 Increase/decrease in other assets 0 0
023 2.10 Increase/decrease in prepaid expenses and accrued income -21,444,509 21,757,998
024 2.11 Increase/decrease in technical provisions 349,903,764 115,546,800
Increase/decrease in technical provisions for life insurance
025 212 when the policyholder bears the investment risk 45075427 10534151
026 2.13 Increase/decrease in tax liabilities -219,169 -115,427
027 214 Inlcrease/decrease in deposits retained from business ceded to 0 0
reinsurance
028 2.15 Increase/decrease in financial liabilities 5,347,410 625,430
029 2.16 Increase/decrease in other liabilities 19,293,455 -8,356,374
030 2.17 Increase/decrease in accrued expenses and deferred income -48,397,134 -18,023,705
031 3 Income tax paid -51,375,526 -51,024,651
032 033+034+...+046 I CASH FLOW FROM INVESTING ACTIVITIES 111,550,055 51,319,006
033 1 Proceeds from sale of tangible assets 2,612,835 5,417,096
034 2 Purchases of tangible assets -19,926,098 -25,969,189
035 3 Proceeds from sale of intangible assets 0 628,124
036 4 Purchases of intangible assets -78,164,706 -27,541,961
037 5 ProFeeds fro_nT Fhe sale of land and buildings not used for 80,780,300 16,750,126
business activities
038 6 Purchase of land and buildings not used for business activities -24,368,531 -4,259,498
039 7 Incr?a.se/qectealse: in investments in subsidiaries, associates and 97029427 0
participation in joint ventures
040 8 Proceeds from held-to-maturity investments 374,224,065 357,560,988
041 9 Payments for held-to-maturity investments -191,656,958 -386,588,725
042 10 Proceeds from sale of financial instruments 0 0
043 11 Payments for investments in financial instruments 0 0
044 12 Proceeds from dividends and share in profit 25,443,331 43,886,354
045 13 :’or:r:seeds from repayment of given short-term and long-term 88,391,016 93,026,128
046 14 Payments for given long-term and short-term loans -48,755,770 -21,590,437
047 IO n CASH FLOW FROM FINANCING ACTIVITIES 20,066,455 -20,077,306
+051+052
048 1 Proceeds from share capital increase 0 0
049 2 Proceeds from received short-term and long-term loans 0 0
050 3 Repayment of short-term and long-term loans -20,066,455 -19,097,306
051 4 Purchase of treasury shares 0 0
052 5 Payment of shares in profit (dividends) 0 -980,000
053 001+032+047 NET CASH FLOW 424,808,766 -216,293,275
EFFECTS OF FOREIGN CURRENCY EXCHANGE RATES ON CASH
054 \% AND CASH EQUIVALENTS -37,192,653 -14,026,845
055 053+054 ) NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS 387,616,112 -230,320,120
056 1 Cash and cash equivalents at beginning of period 125,320,335 355,640,455
057 055+056 2 Cash and cash ! at end of period 512,936,448 125,320,335
ote: position 088 is by preparing I financial
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STATEMENT OF CHANGES IN EQUITY for the period 1 January 2020 — 31 December 2020

Attributable to owners of the parent company
. Paid-up capital Reserves Retained . .
Position Position description (ordingry §nd . Revaluation (legal, earnings or Profit/loss for . Attrlbutable_to Attrlbutable_to
no. Share premium Total equity non-controlling non-controlling
preference reserves statutory, accumulated the year : ;
interests interests
shares) other) loss
I Balance at 1 January of previous year 589,325,800 681,482,525 273,428,913 402,038,576 594,530,662 270,417,757 2,811,224,234 0 2,811,224,234
1. Changes in accounting policies 0 0 0 0 0 0 0 0 0
2. Correction of prior periods errors 0 0 0 0 0 0 0 0 0
Il. Balance at 1 January of previous year (restated) 589,325,800 681,482,525 273,428,913 402,038,576 594,530,662 270,417,757 2,811,224,234 0 2,811,224,234
MIl. Comprehensive income or loss of the previous year 0 0 243,950,005 0 0 293,130,713 537,080,718 0 537,080,718
1. Profit or loss for the period 0 0 0 0 0 293,130,713 293,130,713 0 293,130,713
2. Other comprehensive income or loss of the previous year 0 0 243,950,005 0 0 0 243,950,005 0 243,950,005
21. Unrealized gains or losses from tangible assets (land and buildings) 0 0 544,208 0 0 0 544,208 0 544,208
2.2. Unrealized gains or losses from financial assets available for sale 0 0 270,441,738 0 0 0 270,441,738 0 270,441,738
23. Realized gains or losses from financial assets available for sale 0 0 -27,005,744 0 0 0 -27,005,744 0 -27,005,744
2.4. Other non-owner changes in equity 0 0 -30,198 0 0 0 -30,198 0 -30,198
V. Transactions with owners (previous period) 0 0 -723,224 0 271,299,737 -270,417,757 158,757 0 158,757
1. Increase/decrease in share capital 0 0 0 0 0 0 0 0 0
2. Other payments by owners 0 0 0 0 0 0 0 0 0
3. Payment of shares in profit/dividends 0 0 0 0 0 0 0 0 0
4. Other distributions to owners 0 0 723,224 0 271,299,737 -270,417,757 158,757 0 158,757
V. Balance at the last day of the reporting period in the previous year 589,325,800 681,482,525 516,655,694 402,038,576 865,830,400 293,130,713 3,348,463,708 0 3,348,463,708
VI Balance at 1 January of current year 589,325,800 681,482,525 516,655,694 402,038,576 865,830,400 293,130,713 3,348,463,708 0 3,348,463,708
1. Changes in accounting policies 0 0 0 0 0 0 0 0 0
2. Correction of prior periods errors 0 0 0 0 0 0 0 0 0
VI Balance at 1 January of current year (restated) 589,325,800 681,482,525 516,655,694 402,038,576 865,830,400 293,130,713 3,348,463,708 0 3,348,463,708
VIIL. Comprehensive income or loss of the current year 0 0 44,450,514 0 0 229,589,272 185,138,758 0 185,138,758
1. Profit or loss for the period 0 0 0 0 0 229,589,272 229,589,272 0 229,589,272
2. Other comprehensive income or loss of the current year 0 0 -44,450,514 0 0 0 -44,450,514 0 -44,450,514
2.1. Unrealized gains or losses from tangible assets (land and buildings) 0 0 -216,511 0 0 0 -216,511 0 -216,511
2.2. Unrealized gains or losses from financial assets available for sale 0 0 7,374,940 0 0 0 7,374,940 0 7,374,940
2.3. Realized gains or losses from financial assets available for sale 0 0 -51,501,622 0 0 0 -51,501,622 0 -51,501,622
24. Other non-owner changes in equity 0 0 -107,321 0 0 0 107,321 0 107,321
IX. Transactions with owners (current period) 0 0 -1,080,776 0 294,448,732 -293,130,713 237,243 0 237,243
1. Increase/decrease of share capital 0 0 0 0 0 0 0 0 0
2. Other payments by owners 0 0 0 0 0 0 0 0 0
3. Payment of shares in profit/dividends 0 0 0 0 0 0 0 0 0
4. Other distributions to owners 0 0 -1,080,776 0 294,448,732 -293,130,713 237,243 0 237,243
X. Balance at the last day of the reporting period in the current year 589,325,800 681,482,525 471,124,404 402,038,576 1,160,279,132 229,589,272 3,533,839,709 0 3,533,839,709
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31 December 2020

Position Sum Position . Previous year Current year
No. elements code Posliion
Life Non-life Total Life Non-life Total
0 002003 T INTANGIBLE ASSETS 07,778 75.318.959 26,126,73 300575 107472364 107,872.93
00 1 Goodwil 0 0 0 0
0 2 Other ntangible assets 07,778 18,318,959 48,126,73 300575 107472364 107,872,93
004 005+006+00 i TANGIBLE ASSETS 21127013 888,164,071 909,291,084 19,988,408 856,977,245 876,965,653
005 1 Land and buidings used fr business 16,259,682 536376413 552,636,095 15,950,768 480,712,555 496,663,323
006 2 Equipment 502616 55,612,530 56,215,146 37421 77,673,901 78,011,322
007 3 Other tangible assets and 1264,715 296,175,128 300,439,843 3700219 798,590,789 302,291,008
008 0054010401 m INVESTMENTS 3,566,682,133 6,034,361,455 9,601,043,588 3,681,060,107 5936,144,775 9,617,204,882
009 A Investments in land and buildings not 1,629,143 872,023,596 873,652,739 1,856,338 1,011,390,353 1,013,246,691
used for business activities
011+012+01 Investments in subsidiaries,
010 3 B associates and participation in joint 0 77,589,581 77,589,581 0 76,592,895 76,592,895
ventures
0 Shares and stakes in subsidiaries 0 0 0 0
0 Shares and stakes in associates 0 9,628,386 9,628, 38! 0 10,091,232 10,091,23
0 Shares and stakes in joint ventures 0 67,961,195 67,961,19! 0 66,501,663 66,501,66.
014 01e1018+02 c Financial assets 3,565,052,990 5,084,748,278 8,649,801,268 3,679,203,769 4,848,161,527 8,527,365,296
015 016017 1 Held-to-maturity financial assets 127,604,188 1.037,566.857 2,315,261,04 T.131,856,940 1.037,923.909 269,762,649 |
016 71 Debt finandil i 1,077,694,188 1,037,566,857 2,315,261,04 1,131,856,940 1,037,923,909 2,169,762,849_|
017 12 Other 0 0 0 0
018 019802002 2 Financial assets available for sale 1,921629,783 2,990,714,858 4,912,344,641 2,128,951,89 2,994,696,576 523,648,472
019 Xl Equity financil instruments 24,590,600 498,588,974 523,179,583 79,280,084 507,409,80 6,699,1
020 2 Deb finandial 174,911,679 7427461212 4,302,372,891 2.042,802,260 2.352.073.13 4,394,875,4
021 3 Shares ini funds 2,127.4% 4,664,672 86,792,167 56,860,343 135,213,54 2,073,8
022 4 Other 0 0 0 0
024+025+02 Financial assets at fair value through
023 AN 3 -y 5,242,699 62,444,827 67,687,526 7,622,144 39,728,669 47,350,813
024 Xi Equity financial instruments 0 17,070,950 17,070,93 0 7187511 187511
025 .2 Debt financial i 0 0 0 0
02 3 Derivalive finandial i 560,945 3080534 367047 378,108 3,797,100 411521
027 4 Shares i funds 652,754 2,293,363 26,946,11 7:304,036 18,744,049 26,048,08
028 5 Other 0 0 0 0
029 030+051+03 4 Loans and receivables 360,486,320 994,021,736 1,354,508,056 410,770,789 775,812,373 1,186,583,162
030 X Deposits wih credi nstitutions 299,007,268 782,258,687 1,081,355,955 350,460,991 557,971,029 8,432,920
031 42 Toans 61,389,052 55,788,485 17,177,537 56,643,903 44,081,419 0,925,322
032 43 Other 0 755,074,564 55,974,564 465,89 173,759,025 7,224,920
033 D Deposits with cedent 0 0 0 0 0 0
INVESTMENTS FOR THE ACCOUNT
034 v AND RISK OF LIFE INSURANCE 450,937,458 0 450,937,458 412,084,501 0 412,084,501
POLICYHOLDER
036+037+03
REINSURANCE SHARE IN
035 B0 v R 79,965 226,299,397 226,379,362 124,074 488,140,677 488,264,751
036 1 Unearned premiums, reinsurance share 57,935 48,326,106 48,384,041 111,811 64,588,462 64,700,273
037 2 Mgthemat\caslgi):lslons for insurance, 22,030 0 22,030 12263 0 12,263
038 3 Cleims provisions, rei share 0 T77.073.291 177,973:291 0 123552015 423,552,215
Provisions for bonuses and discounts,
039 4 ‘ X bon 0 0 0 0 0 0
Provisions for claims fluctuation,
040 5 ‘  ar 0 0 0 0 0 0
041 5 Ogher techm::lagséowswns for insurance, 0 0 0 0 0 0
Special provisions for life insurance
042 7 where the policyholder bears the 0 0 0 0 0 0
investment risk, reinsurance share
043 044+045 vI DEFCRRED AND CURRENTTAX 2,028,656 75,768,736 71,797,392 1,777,335 74,974,491 76,751,826
044 1 Deferred tax assels 202865 68,047,649 70,076,305 1,777,335 67540416 69,317,751
045 2 Current lax assels 0 7.721.087 7,721,087 0 7.434,075 7,434,075
046 047+050+05 vi RECEIVABLES 22010878 979,166,004 1,001,176,882 17,189,750 850,048,848 877,138,508
0 048+049 1 Receivables from insurance business 235,163 503,377, 503,613,684 234,219 526,124,255 526,358,474
0 7.1 From poficyholders 0 502,590 502,590,925 0 525,674,054 525,674,054
0: 1.2 From agents or insurance brokers 235,763 786, 1,022,759 234,219 50,201 84,420
050 2 Recelvables from reinsurance 879 47,209,357 47,250,236 128917 50,948,347 60,077,264
052+053+05 -
051 : 3 Other receivables 21,774,236 428,538,726 450,312,962 16,826,614 273,876,246 290,702,860
052 31 Recelvable fom ofer nsurance 0 202,997,642 202,997,642 0 166,272,633 166,272,633
053 32 Receivables for returns on investments 268,543 578,03: 846,57! 281,51 4,653 516,165
054 33 Other receivab 71,506,693 202,963,05 246,468, 74 16,545,10 107,368,960 123,914,062
055 056-060+061 Vil OTHER ASSETS 39,381,104 180,970,254 220,351,39 73.62321 588,625,771 662,448,084
056 0574086405 1 Cash at bank and on hand 39,381,104 175,637,699 215,018,803 73823213 580,540,248 654,363,461
057 71 Funds i the business accounl 13.915217 175,060,566 188,975,783 10,877,390 580,104,610 590,962,000
Funds in the account of assets covering
058 12 Pttt o 25,462,256 0 25,462,256 62,944,474 0 62,944,474
059 73 Cash on hand 3631 577,133 560,764 T340 135,638 436,987
Non-current assets held for sale and
060 2 Hlor-cutrent assets held 0 1,963,217 1,963,217 0 1,938,705 1,938,705
061 3 Other 0 3,369,370 3,369,370 0 5,146,818 6,146,818
062 063+064+06 X PREPAR EXPENSES AND ACCRUED 1,425,135 286,222,521 267,647,656 1,247,594 309,981,881 311,220,475
063 1 Accrued interest and rent 0 1,454,551 1,454,551 0 1,103,855 1,103,855
064 2 Deferred acquisition costs 0 768,986,430 268,986,430 0 247,354,173 247,354,173
065 3 g‘;‘fﬂzg’epa‘d expenses and accrued 1,425,135 15,781,540 17,206,675 1,247,504 61,523,853 62,771,447
001+004+00
066 gzgfgzgfg; X IOTECASSETS 4,104,080,120 879,271,429 12,823,351,549 4,207,695,557 9,222,266,052 13,429,961,609
54062
067 X OFF BALANCE-SHEET [TEMS 269,163,441 2573,102.420 2,842,265,861 371,785,133 2737800222 3,109,594,355
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CROATIA osiguranje d.d., Zagreb
Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency

CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31 December 2020

Position Sum Position . - Previous year Current year
no. elements code Position description - - - -
Life Non-life Total Life Non-life Total
068 il Xi EQUITY 508,083,314 331,557,118 3,819,640,432 548,823,726 3,558,528,083 407,351,809
069 070+071 1 Share capital 44,288,720 545,037,080 589,325,80¢ 44,288,720 545,037,080 589,325,800 |
070 1.1 Paid-up capital - ordinary shares 44,288,720 545,037,080 589,325,80¢ 44,288,720 545,037,080 589,325,800 |
07 1.2 Paid-up capital - preference shares 0 0 0
07. 2 Share premium (capital reserves) 681,482,52! 681,482,525 681,482,52! 681,482,525
07. 074+075+076 3 Revaluation reserves 176,625,49 432,713,78( 609,339,271 181,953 46: 386,496,15¢ 568,449,623
07 31 Land and buildings 119,622,86¢ 119,622,869 112,256,67 112,256,678
07 32 Financial assets available for sale 176,625,491 312,925,487 489,550, 181,953,464 274,074,057 456,027,521
07 3.3 Other revaluation reserves 0 165,424 165, 0 165,424 65,424
07 078+079+080 4 Reserves 85,295,937 316,742, 402,038, 85,295,937 316,742, 402,038,575
07 4.1 Legal reserves 2,214,436 7,864, 30,078, 2,214,436 7,864, 30,078,790
07! 4.2 Statutory reserves 7,581,501 147,220,4¢ 7,581,501 147,220,496
0 4.3. Other reserves 75,500,000 ,239,21 224,739,289 75,500,000 224,739,289
0 082+083 5 Retained earnings or accumulated loss 164,008, 5¢ 1,034,053,58 1,198,062,13: 201,886,0! 1,336,267,156 1,538,153,21
0 5.1 Retained earnings 164,008 5¢ 1,034,053,58 1,198,062,13; 201,886,0¢ 1,336,267,156 1,538,153,21
0f 5.2 Accumulated loss (-) 0
0f 085+086 6 Profit or loss for the period 37,864,62 301,527,506 339,392,12 35,399,54 292,502,525 327,902,069 |
0 6.1 Profit for the period 37,864,62 301,527,506 339,392,12 35,399,54 292,502,525 327,902,069 |
0 6.2 Loss for the period ( - 0 0
MINORITY LIABILITIES (SUBORDINATED
087 X LIABILITIES 0 0 0 0 0 0
088 XV MINORITY INTEREST 630,567 11,922,791 12,553,358 746,627 11,907,814 12,654,441
o | CSO-OSCRr XV TECHNICAL PROVISIONS 3,009,126,063 4,233,604,886 1242730949 | 3118356079 | 4505575686 7,623,934,765
0 1 Unearned premiums, gross amount 5,909,255 1,429,409,694 ,435,318,9: 6,096,801 1,429,166, 435,263,425
0 2 Mathematical provisions, gross amount 2,937,212,325 17,908,413 ,955,120,7. 3,010, 268 1,308, ,022,248,162
0 3 Claims provisions, gross amount 66,004,48: 2,743,831,653 80! 101,320,01 3,039,211, ,140,531,226
0 4 Provisions for bonuses and discounts, gross amount 8,770,594 ,770, 9,463,967 ,463,967
094 5 Provisions for claims fluctuation, gross amount 7,055,533 ,055, 7,055,533 ,055,533
095 6 Other technical provisions, gross amount 26,628,999 26,628,999 9,372,452 ,372,452
SPECIAL PROVISIONS FOR LIFE INSURANCE
096 Xxvi WHERE THE POLICYHOLDER BEARS THE 450,937,458 0 450,937,458 412,084,501 0 412,084,501
INVESTMENT RISK, gross amount
0 098+099 Xxvil OTHER PROVISIONS 3,076,787 115,844,923 118,921, 2,845,537 98,385,232 101,230,7
0 1 Provisions for pensions and similar obligations 2,957,7: 111,329,174 114,286, 2,608,688 95,350,774 97,959,
2 Other provisions 9,04 ,515,749 ,634, ,849 ,034,45¢ ,271,:
101+102 Xxvin DEFERRED AND CURRENT TAX LIABILITY 36,401,3 141,425,157 177,826,54 37,308,321 135,096,73: 172,
1 Deferred tax liabilities 35,6811 113,553,295 149,234,47 35,781,836 116,639,39: 152,421,228
2 Current tax liability 720,212 27,871,862 28,592,074 1,526,485 ,456,341 19,982,826
DEPOSITS RETAINED FROM BUSINESS CEDED TO
103 XIX REINSURANCE 0 0 0 0 0 0
105+106+107 XX FINANCIAL LIABILITIES 4,320,559 297,695,442 302,016,00° 5,112,667 318,779,203 323,891,870
Loan liabilities 0 0 0 0 0
Liabilities for issued financial instruments 0 0 0 0 0
Other financial liabilities 4,320,559 297,695,442 302,016,00° 5,112,667 318,779,203 323,891,870
108 109w 1T XX OTHER LIABILITIES 68,558,512 284,395,250 352,953,771 55,374,068 321,566,127 376,940,195
9 Liabilities from direct insurance business 6,788,83 91,5( 98,289,996 4,968,99 87,717,97¢ 92,68 ,974_
0 Liabilities from coinsurance and reinsurance 21,96° 46,608, 46,630,905 242,46 96,369,6 96,612,124
Liabilities for disposal and discontinued operations , 11,832 11,74 11,742
Other liabilities 61,747,71 146,273, 208,021,03f 50,162,60! 137,466, 7: 187,629,355 |
114+115 XXII ACCRUED EXPENSES AND DEFERRED INCOME 22,945,46 322,825,85: 345,771,32 27,044,03 272,425,174 299,469,205 |
1 Deferred reinsurance commission 0
2 Other accrued expenses and deferred income 22,945,461 322,825,853 345,771,32' 27,044,03 272,425,174 299,469,205 |
068+087+088+
116 PR XXl LCRALECUIMANDEREERES 404,080,120 8,719,271,429 12,823,351,549 4,207,695,557 9,222,266,052 13,429,961,609
108+113
17 XXIV OFF-BALANCE-SHEET ITEMS 269,163,441 2,573,102,420 2,842,265,861 371,785,133 2,737,809,222 3,109,594,355
Note: position 088 is by preparing consoli financial

179



CROATIA osiguranje d.d., Zagreb
Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency

CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME for the period 1 January 2020 — 31 December 2020

Posit . Previous year Current year
ion Sum elements Position Position description
no- code Life Non-life Total Life Non-life Total
oo | 00200300410 I Earned premiums (income) 645,113,174 2,357,542,519 3,002,655,693 550,693,781 2,428,043,426 2,979,537,207
002 1 Gross written premiums 645,821,466 2,659,153,749 3,304,975, 551,053,061 2,689,177,414 3,240,2304
003 2 Value adjustment and charged premium value 0 -1,816,753 -1,816, 0 -2,832,769 -2,832,769 |
004 3 Premiums ceded to reinsurance (-) -195,724 -273,529,164 -273,724, -334,900 -277,525,967 -2717,860,81
005 4 Change in gross provisions for unearned premiums (+/-) -536,305 -10,531,954 -11,068, -177,798 3,944,452 766,654
006 5 f;‘:r"ja'/"_""°v‘s'°"s for uneamed premiums, reinsurance 23,737 15,733,359 15,700,622 53418 16,180,296 16,233,714
008+009+010+0
007 | 11+012+013401 1 Investment income 148,493,960 375,471,435 523,965,395 161,665,763 326,039,789 487,705,552
4
008 1 J,‘gf;”;::{‘:z:”bs'd'a"es' associates and participation in 1,229,923 36,307,864 37,537,787 2,103,298 17,645,743 19,749,041
009 2 Income from investments in land and buildings 118,20 122,590,00 122,708,213 73,94 110,762,708 110,836,656
010 3 Interest income 121,579, 107,960,92 229,540,526 105,700,657 89,883,190 195,583,768
o11 7 Unrealized gains on investments 088, 7,777,88 866,696 2,009,77 920,626 ,930,300
o012 5 Realised gains on investments 15,291, 45,629,701 921,644 20,138, 69,738,961 89,877,579
013 3 Net foreign exchange gains 725, 4,669,020 394,247 31,170, 835,220 38,005,900
014 7 Other investment income 247 50,536,035 996,262 68,867 253,441 27,722,308
015 n Income from fees and 2,154,864 35,390,442 ,545,306 2,100,261 41,067,267 ,167,528
016 [ Other insurance - technical income, net of ,029 36,652,458 ,871,487 41,577 44,648,093 ,089,670
017 \ Other income ,224 ,277,090 126,383,314 623,748 ,644,68f X 4
018 019+022 VI Claims incurred, net -404,930 -1,286,537,680 -1,691,468,33: -536,993,740 -1,383,264,67¢ -1,920,258,416
019 020+021 1 Settled claims 410 1,300,487,652 1,710,786,54 501,729,864 J 3 1,838 7
020 11 Gross amount (-) -410, -1,422,805,316 1,833,104, -501,858,46 1,444,613, 1,946,472,
021 12 Reinsurance share (+] 122,317,664 122,317, 28,60 107,6785 07,807,11
022 023+024 2 Change in claims provisions (+/-) 5,368,240 13,949,972 19,318, -35,263,87 -46,329,3 -81,593,24:
023 21 Gross amount (- 5,368,240 288,634 11,656, 35,263,871 -291,817,13; -327,081,00
024 22 Reinsurance share (4] 0 7,661,338 7,661,33 245,487,75 245,487,75:
025 0264029 i S e I M 229,184,315 18,540,852 210,643,463 69,385,502 23,300,703 46,084,889
026 027+028 1 Change in ical provisions (+/) ~229,184,31 11,342.25 217,842,063 69,385,592 6,599,519 -62,786,073
027 11 Gross amount (- 229,194,568 11,342.25 217,852,334 69,375,825 6,599,519 62,776,306
028 12 Reinsurance share (4] 0.27 10,271 9,767 0 9,767
029 030+031 2 e St 0 7,198,600 7,198,600 0 16,701,184 16,701,184
030 21 Gross amount (1 0 7,198,600 7,198,600 0 16,701,184 16,701,184
031 2.2 Reinsurance share (+) 0 0 0 0 0 0
Change in special provisions for life insurance where the
032 033+034 Vil policyholder bears the investment risk, net of 8,859,975 0 8,859,975 38,124,519 0 38,124,519
reinsurance (+/-)
033 1 Gross amount (- 8,859,975 0 8,859,075 38,124,519 0 38,124,519
034 2 Reinsurance share () 0 0 0 0 0 0
035 0361037 X e 0 11,186,693 11,186,693 0 8,421,708 8,421,708
net of reinsurance
036 1 Depending on the result (bonuses) 0 8,192 -8,119,25 0 5,277,188 5,277,788
037 2 Irrespective of result (discounts) 0 -3,067,4 -3,067,44 0 23,143,920 3,143,920
038 039+043 X Operating expenses (business i net 117,613,901 1,089,537 1,207,148, -85,059,63 1,070,602948 | _-1,155,662,586
039 040+041+042 1 ‘Acquisition costs 62,329, -558,418,52 -620,748,39 ~41,583,46; 536,132,467 577,715,929
040 11 C: 31,100, 296,122,090 327,222,753 14,965,871 266,672, 079_|
041 12 Other acquisition costs 231,229, -242,427,26 273,656,482 26,617,586 247,302,655
042 13 Change in deferred acquisition costs (+/-) 19,869,171 19,869,176 22,157,7
043 044+045+046 2 i Costs (administrative expenses) 55,284,031 -531,114,19 586,398,222 43,476,176 534,470
044 21 Depreciation 4,915,380 -73,255,85 -78,171,23 4,530,040 77,4520
045 22 Salaries, taxes and from and on salaries 21,543,631 192,985,57 214,529,201 17,670,782 1919934 3|
046 23 Other administrative expenses 2 0 -264,872,75 -293,697,77 21,275,354 265,024,9 -286,300,34
048+049+050+0
047 | 5140524053405 xi Investment expenses -5,283,299 127,037,705 132,321,004 18,673,547 108,422,268 127,095,815
4
048 1 Depvreciatiorj tv)fvland and buildings not intended for 0 0 0 0 0 0
business activities
049 2 Interest 1,497,672 10,208,393 11,706, 1,436,726 10,707,963 12,1446
050 3 irment of i 0 6,207,261 6,207, 1,159,548 6,280,048 7,439,596 |
051 4 Realised losses on investments -864,282 -16,181,820 -17,046, -9,667,064 -24,903,404 -34,570,4
052 5 Unrealised losses on investments -333,394 -5,386,094 5,719, -3,442,07; -8,693,886 -12,135,9!
053 6 Net foreign exchange losses 0 0 0
054 7 Other investment expenses -2,587,951 -89,054,137 91,642, -2,968,13 -57,836,967 60,805,
055 056+057 Xi Other technical expenses, net of 1,005,705 59,000,492 60,006, 148250 60,6277 62,105,
056 1 Prevention activities expenses 0 -960,874 -960,874 0 -1,342,95( 1,342,
057 2 Other technical expenses of insurance 1,005,705 58,039,618 59,045,323 1,482,507 59,279,821 -60,762,335_|
058 X Other expenses, including value -989 -11,874,464 -11,875,453 -15,422 -6,660,00: -6,675,4.
001+007+015+0
053 | INE-CA0CAI0LE02 X Profit or loss for the period before tax (+/-) 46,928,365 364,705,044 411,633,409 41,939,203 349,649,583 391,588,786
5+032+035+038 e e (e e e e
+047+055+058
060 061+062 XV Income or loss tax 9,530,319 62,363,590 71,893,918 6,431,326 -56,956,60! -63,387,931
061 T Current tax expense 9,446,469 -50,445,09: 59,891,563 6,180,005 56,390, 62,570,326
062 2 Deferred tax expense (income) 83,850 ~11,918,50 12,002,355 251,321 566, -817,605
063 059+060 Xvi Profit or loss for the period after tax (+/-) 37,398,046 302,341,44! 339,739,491 35,507,877 292,692, 328,200,855
064 T ‘Attributable to equity holders of the parent company 37,864,623 301,527,501 339,392,129 35,399,544 292,502,52! 327,902,069 |
065 2 ‘Attributable to non-controlling interest 466,577 3,93 347,362 108,333 90,45 98,786
066 | L0000 xvi TOTAL INCOME 796,003,401 2,919,415,439 3,715,418,840 715,173,809 2,963,776,977 3,678,950,786
018+025+032+0
067 | 35+038+047405 xviit TOTAL EXPENSE 758,605,355 -2,617,073,994 -3,375,679,349 679,665,932 -2,671,083999 |  -3,350,749,931
5+058+061
069+070+071+0
068 | 72+073+074407 XX Other comprehensive income 85,280,343 185,551,146 270,831,489 5,335,699 44,310,267 -38,974,568
5+076
069 1 f:r'e";é losses on translation of financial statements of 388,887 769,314 1,158,201 980,379 2,067,723 3,048,102
070 2 ains/ losses on revaluation of finanial assets available 103,105,740 200,907,706 304,013,446 4,427,101 49,754,967 45,327,866
o7 3 Gains / losses on revaluation of and and buildings 0 23,762,189 23,762,189 0 6,360,768 6,360,768
intended for business activities
Gains / losses on revaluation of other tangible (except for
072 4 land and buildings) and intangible assets 0 0 0 0 0 0
073 5 Effects of cash flow hedging instruments 0 0
074 6 Actuarial gains / losses on defined benefit pension plans 0 0
075 7 Share in other comprehensive income of associates 0 0
076 8 Income tax on other comprehensive income -18,214,284 -39,888,06. -58,102,34 -71,781 737,745 ,665,
077 078+079 XX Total comprehensive income 122,678,389 487,892,59 610,570,968 40,843,576 248,382,711 289,226,287 |
078 1 Attributable to equity holders of the parent company 123,143,177 486,978,571 610,121,75. 40,727,515 24 386 288,930,901
079 2 Attributable to non-controlling interest -464,788 14,015 449,22 116,061 79,325 295,386
080 XXi 0 0 0 0 0

Note: positions 064, 065, 078 and 079 are

by ies preparing I financial
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CROATIA osiguranje d.d., Zagreb

Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency

CONSOLIDATED STATEMENT OF CASH FLOWS (INDIRECT METHOD) for the period 1 January 2020 — 31 December 2020

PO:::'O" Sum elements Pzz';fn Position description Current period Previous period
001 002+013+031 | CASH FLOW FROM OPERATING ACTIVITIES 345,452,951 187,946,464
002 003+004 1 Cash flow before changes in operating assets and liabilities 265,874,114 239,689,953
003 1.1 Profit/loss before tax 391,588,786 411,633,409
004 Oy 0% 12 Adjustments: 125,714,672 71,943,456
005 1.2.1 Depreciation of property and equipment 61,279,076 58,677,524
006 1.2.2 Amortization 20,703,012 19,493,715
007 1.2.3 Impairment and gains/losses on fair valuation -190,713 4,752,902
008 1.24 Interest expense 12,144,689 11,706,065
009 1.2.5 Interest income 195,583,768 -229,540,526
010 1.2.6 Share in profit of associates -10,338,927 -11,947,061
011 1.2.7 Gains/losses on sale of tangible assets (including land and buildings) 76,333 -1,033,698
012 1.2.8 Other adjustment -13,804,374 -24,052,377
013 014+015+...+030 2 Increase/decrease in operating assets and liabilities 148,295,051 -368,233,585
014 21 Increase/decrease in investments available for sale -154,535,490 477,769,731
015 22 llgts:;easeldecrease in investments valued at fair value through profit or 14945210 139,985 599
016 2.3 Increase/decrease in loans and receivables 165,641,811 -265,050,427
017 24 Ingrease/decrease in deposits at insurance business ceded to 0 0
reinsurance
018 25 _Increaseldecr_ease in investments for the account and risk of life 38,852,956 12,964,129
insurance policyholder
019 26 Increase/decrease in reinsurance share in technical provisions -261,885,390 8,001,418
020 2.7 Increase/decrease in tax assets 227,960 -3,838,004
021 2.8 Increase/decrease in receivables 63,157,156 21,623,953
022 29 Increase/decrease in other assets 0 0
023 2.10 Increase/decrease in prepaid expenses and accrued income 23,534,522 15,090,608
024 2.1 Increase/decrease in technical provisions 380,443,682 215,200,543
025 212 Inc_reaseldecrease in tgchnical prov_isions for life insurance when the -38,852,956 12,964,129
policyholder bears the investment risk
026 213 Increase/decrease in tax liabilities -2,170,246 571,297
Increase/decrease in deposits retained from business ceded to
0z 214 reinsurance 0 0
028 2.15 Increase/decrease in financial liabilities 8,117,538 -925,746
029 2.16 Increase/decrease in other liabilities 4,240,687 -1,830,259
030 217 Increase/decrease in accrued expenses and deferred income -46,353,345 -19,292,836
031 3 Income tax paid 68,716,214 -59,402,832
032 033+034+...+046 Il CASH FLOW FROM INVESTING ACTIVITIES 163,760,406 2,346,287
033 1 Proceeds from sale of tangible assets 2,177,887 17,912,181
034 2 Purchases of tangible assets -46,375,848 -57,523,511
035 3 Proceeds from sale of intangible assets 69,895 628,124
036 4 Purchases of intangible assets -79,808,256 29,714,695
037 5 :gt)i\(jﬁizis from the sale of land and buildings not used for business 81,330,444 16,750,126
038 6 Purchase of land and buildings not used for business activities -28,239,135 -7,031,848
039 7 Incr_eqse/_dec_re_as_e in investments in subsidiaries, associates and 66,537,290 13,500,000
participation in joint ventures
040 8 Proceeds from held-to-maturity investments 450,695,373 385,857,840
041 9 Payments for held-to-maturity investments -207,436,962 -387,959,348
042 10 Proceeds from sale of financial instruments 0 0
043 11 Payments for investments in financial instruments 0 0
044 12 Proceeds from dividends and share in profit 9,155,896 24,523,707
045 13 Proceeds from repayment of given short-term and long-term loans 77,870,911 60,731,843
046 14 Payments for given long-term and short-term loans -29,142,509 -35,328,132
047 04+80+501t90+50250 I} CASH FLOW FROM FINANCING ACTIVITIES -29,109,863 -26,862,157
048 1 Proceeds from share capital increase 0 0
049 2 Proceeds from received short-term and long-term loans 0 0
050 3 Repayment of short-term and long-term loans 28,953,112 -25,769,594
051 4 Purchase of treasury shares 0 0
052 5 Payment of shares in profit (dividends) -156,751 -1,092,563
053 001+032+047 NET CASH FLOW 480,103,494 -212,462,334
EFFECTS OF FOREIGN CURRENCY EXCHANGE RATES ON CASH
054 v AND CASH EQUIVALENTS -38,005,900 -13,394,247
055 053+054 \ NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS 442,097,594 -225,856,581
056 1 Cash and cash equivalents at beginning of period 220,351,390 446,207,971
057 055+056 2 Cash and cash equivalents at end of period 662,448,984 220,351,390

Note: Positions reducing the cash flow are entered with a minus.
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CROATIA osiguranje d.d., Zagreb

Statements prescribed by the Ordinance of the Croatian Financial Services Supervisory Agency

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY for the period 1 January 2020 — 31 December 2020

Attributable to owners of the parent company
. Paid-up capital Reserves Retained . .
Position Position description (ordingry §nd . Revaluation (legal, earnings or Profit/loss for . Attrlbutable_to Attrlbutable_to
no. Share premium Total equity non-controlling non-controlling
preference reserves statutory, accumulated the year : ;
interests interests
shares) other) loss
I Balance at 1 January of previous year 589,325,800 681,482,525 340,283,451 402,038,575 858,901,275 337,079,883 3,209,111,509 12,213,767 3,221,325,276
1. Changes in accounting policies 0 0 0 0 0 0 0 0 0
2. Correction of prior periods errors 0 0 0 0 0 0 0 0 0
Il. Balance at 1 January of previous year (restated) 589,325,800 681,482,525 340,283,451 402,038,575 858,901,275 337,079,883 3,209,111,509 12,213,767 3,221,325,276
MIl. Comprehensive income or loss of the previous year 0 0 270,729,624 0 0 339,392,129 610,121,753 449,227 610,570,980
1. Profit or loss for the period 0 0 0 0 0 339,392,129 339,392,129 347,362 339,739,491
2. Other comprehensive income or loss of the previous year 0 0 270,729,624 0 0 0 270,729,624 101,865 270,831,489
21. Unrealized gains or losses from tangible assets (land and buildings) 0 0 19,583,202 0 0 0 19,583,202 25,970 19,609,172
2.2. Unrealized gains or losses from financial assets available for sale 0 0 277,011,573 0 0 0 277,011,573 58,287 277,069,860
23. Realized gains or losses from financial assets available for sale 0 0 -27,005,744 0 0 0 -27,005,744 0 -27,005,744
2.4. Other non-owner changes in equity 0 0 1,140,593 0 0 0 1,140,593 17,608 1,158,201
V. Transactions with owners (previous period) 0 0 -1,673,804 0 339,160,857 -337,079,883 407,170 109,636 297,534
1. Increase/decrease in share capital 0 0 0 0 0 0 0 0 0
2. Other payments by owners 0 0 0 0 0 0 0 0 0
3. Payment of shares in profit/dividends 0 0 0 0 0 0 0 -112,563 -112,563
4. Other distributions to owners 0 0 -1,673,804 0 339,160,857 -337,079,883 407,170 2,927 410,097
V. Balance at the last day of the reporting period in the previous year 589,325,800 681,482,525 609,339,271 402,038,575 1,198,062,132 339,392,129 3,819,640,432 12,553,358 3,832,193,790
VI Balance at 1 January of current year 589,325,800 681,482,525 609,339,271 402,038,575 1,198,062,132 339,392,129 3,819,640,432 12,553,358 3,832,193,790
1. Changes in accounting policies 0 0 0 0 0 0 0 0 0
2. Correction of prior periods errors 0 0 0 0 0 0 0 0 0
VI Balance at 1 January of current year (restated) 589,325,800 681,482,525 609,339,271 402,038,575 1,198,062,132 339,392,129 3,819,640,432 12,553,358 3,832,193,790
VIIL. Comprehensive income or loss of the current year 0 0 -38,971,168 0 0 327,902,069 288,930,901 295,386 289,226,287
1. Profit or loss for the period 0 0 0 0 0 327,902,069 327,902,069 298,786 328,200,855
2. Other comprehensive income or loss of the current year 0 0 -38,971,168 0 0 0 -38,971,168 -3,400 -38,974,568
2.1. Unrealized gains or losses from tangible assets (land and buildings) 0 0 -5,448,093 0 0 0 -5,448,093 -63,084 -5,511,177
2.2. Unrealized gains or losses from financial assets available for sale 0 0 14,993,777 0 0 0 14,993,777 -6,590 14,987,187
2.3. Realized gains or losses from financial assets available for sale 0 0 -51,498,680 0 0 0 -51,498,680 0 -51,498,680
24. Other non-owner changes in equity 0 0 2,981,828 0 0 0 2,981,828 66,274 3,048,102
IX. Transactions with owners (current period) 0 0 -1,918,480 0 340,091,085 -339,392,129 1,219,524 -194,303 1,413,827
1. Increase/decrease of share capital 0 0 0 0 0 0 0 0 0
2. Other payments by owners 0 0 0 0 0 0 0 0 0
3. Payment of shares in profit/dividends 0 0 0 0 0 0 0 -156,751 -156,751
4. Other distributions to owners 0 0 -1,918,480 0 340,091,085 -339,392,129 -1,219,524 -37,552 -1,257,076
X. Balance at the last day of the reporting period in the current year 589,325,800 681,482,525 568,449,623 402,038,575 1,538,153,217 327,902,069 4,107,351,809 12,654,441 4,120,006,250
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Reconciliation of the financial statements and statements for the Croatian
Financial Services Supervisory Agency

The reconciliation between the financial statements as prescribed by the Ordinance on the structure and content
of financial statements of insurance and reinsurance companies, and the annual financial statements prepared
in accordance with the IFRS reporting framework is presented below.
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1. Reconciliation of the statement of comprehensive income prepared in accordance with the HANFA
format and the format of the financial statements prepared in accordance with the IFRS reporting framework

Report for the Croatian Financial Services Supervisory

Basic financial statements

after tax (+/-)

Agency 1 2 3 4 5
Position description HRK '000 HRK '000 HRK '000
Earned premi (recognised in ) 2,498,886 2,498,886 Net earned premiums
Gross written premiums 2,741,819
Impairment and collected premium 2775
impairment ’
Premiums ceded to reinsurance (-) (248,776)
Change in gross provisions for unearned (13442)
premiums (+/-) !
Change in provision for unearned premiums, 16,510
reinsurance share (+/-) i
I income 386,564 (3,993) 26,108 - 408,679 [ Finance income
Income from subsidiaries, associates and 25698
joint ventures !
Income from investments in land and
buidings 28,494 (3,144)
Interest income 179,496
Unrealised gain on investments 4,037
Realised gain on investments 89,829
Net foreign exchange gains 37,193 26,108
Other investment income 21,817 (849)
Income from commissions and fees 41,578 41,578 ]I(zggme from commissions and
Ot‘her insurance-technical income, net of 31,047 (31,047)
reinsurance
Other income 9,018 29,358 3,042 41418 Other operating income
L Claims incurred, net of
Net claims incurred (1,682,462) 13,610 (1,668,852) reinsurance and coinsurance
Settled claims (1,616,354)
Gross amount (-) (1,719,629)
Reinsurer’s share () 103,275
Change in claims provisions (+/-) (66,107)
Gross amount (-) (310,942)
Reinsurer’s share (+) 244,835
Change in mathematical provision and
other technical provisions, net of (25,529) 25,529
reinsurance
Change in mathematical provision (+/-) (41,906) 41,906
Gross amount (-) (41,896) 41,896
Reinsurer’s share (+) (10) 10
Change in other technical provisions, net of 16377 (16.377)
reinsurance (+/-)
Gross amount (-) 16,377 (16,377)
Reinsurer’s share (+) -
_Special provisions for unit_-linked life 7 (44,417)
group, net of reinsurance (+/-)
Gross amount (-) 44,417 (44,417)
Reinsurer’s share (+) -
’Eprendltures forl retur‘n of premium (5,278) 5278
(1 and ), net of r
Depending on the result (bonuses) (5,278) 5,278
Not depending on the result (rebates) -
Operating expenditures (for k
operations), net (864,492) (3,042) (867,534)
Acquisition costs (477,748) (477,748) | Acquisition costs
Commission (256,323)
Other acquisition costs (203,665)
Change in deferred acquisition costs (+/-) (17,760)
PR G (EmE e (386,744) (3.042) (389786) | Administration costs
expenses)
Depreciation charge (57,063)
Salar_ies, taxes and contributions from and on (131335)
salaries
Other administrative expenses (198,346) (3,042)
| charges (117,198) 3,993 (26,108) - - (139,313) Finance costs
Depreciation of land and buildings not
intended for business operations of the
company
Interest expense (10,650)
Impairment of investments (7,755)
Realised losses on investments (34,570)
Unrealised losses on investments (10,771)
Net foreign exchange losses - (26,108)
Other investment costs (53,451) 3,993
Ot_her technical expenses, net of (38,675) 38,675
reinsurance
Expenses for preventive operations -
Other technical expenses of insurance (38,675) 38,675
ther IR, Rl vl (3,736) (36,986) (40,722) Other operating expenses
Eclitolossioniieaccounting/period 274140 . . . 274140 | Profit(loss) before tax
before tax (+-) ’ ’
Income tax or loss (44,551) (44,551) Income tax
Current tax expense (42,689)
Deferred tax expense (income) (1,862)
Grofifoglsefoiticacconntiva/period 229,589 220589 | Profit(loss) for the period
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Reconciliation of the statement of comprehensive income prepared in accordance with the HANFA format and
the format of these financial statements (continued)

1. Income and expenses from the sale of land and buildings and income from reversal of impairment of
investments are recorded on a net basis

2. Foreign exchange differences are recorded on a net basis.

3. Reclassification of other insurance and technical income, net of reinsurance to other operating income
and reclassification of other technical costs, net of reinsurance to other operating expenses and netting
of income from sale of tangible assets.

4. Reclassification of other income and other administrative expenses are presented at net basis in position
other operating income/administrative costs.

5. The change in mathematical provision, special provision for life assurance policies where the
policyholder bears the risk of insurance and expenditure for return of premium (bonuses and rebates)
are recorded within claims incurred, net of reinsurance and coinsurance.
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2. Reconciliation of the statement of financial position prepared in accordance with the HANFA format
and the financial statements in accordance with the IFRS reporting framework

Report for the Croatian Financial Services Supervisory Agency 1 2 3 4 Basic fi ial

Position description HRK'000 HRK'000 Position description
INTANGIBLE ASSETS 96,858 96,858 | Intangible assets
Goodwill
Other intangible assets 96,858
TANGIBLE ASSETS 553,235 (329) 552,906 Property and equipment
Land a_nd buildings intended for company business 264,388
operations
Equipment 26,848
Other tangible assets and inventories 261,999 (329)
INVESTMENTS 8,491,904 400,250 -

in land and buildings not for 456,653 456,653 | Investment property
company operations

in ies, and joint 376,516 376,516 Investments in slulb5|d|ar|es
ventures associates and joint ventures
Shares and stakes in subsidiaries 342,828
Shares and stakes in associates 5,688
Shares and stakes in joint ventures 28,000
Financial assets 7,658,735 400,250
Held-to-maturity fi ial assets 2,082,335 2,082,335 | Held-to-maturity investments
Debt financial instruments 2,082,335
Other
Available-for-sale financial assets 4,536,162 4536162 | Avalableforsale fnanca
Equity financial instruments 536,134
Debt financial instruments 3,807,954
Shares in investment funds 192,074
Other
Financial assets at fair value through profit or loss 21,303 400,250 421,553 {:hlnanaal assets at fair value

rough profit or loss

Equity financial instruments 17,188
Debt financial instruments
Derivative financial instruments 4,115
Shares in investment funds 400,250
Other
Loans and r bl 1,018,935 - 1,018,935 Loans and receivables
Deposits with credit institutions 493,060
Loans 348,650
Other 177,225
D its with cedent

P

INVESTMENTS FOR THE ACCOUNT AND RISK OF
LIFE INSURANCE POLICYHOLDERS

400,250 (400,250)

REINSURER’S SHARE IN TECHNICAL Reinsurance share in insurance
PROVISIONS 474,869 474,869 contract provisions

Provision for unearned premiums, reinsurance share 58,699

Mathematical provisions, reinsurance share 12

Claims provisions, reinsurance share 416,158

Provisions for bonuses and discounts, reinsurance

share

Equalisation provisions, reinsurance share
Other technical provisions, reinsurance share
Special provision for unit-linked life insurance group,

reinsurance share

DEFERRED AND CURRENT TAX ASSETS 67,468 (67,468) - -

Deferred tax assets 67,468 (67,468) - Deferred tax assets

Current tax assets

RECEIVABLES 741,966 (3.683) 52,731 791,014 | Insurance coniracts and other
receivables

Receivables from i busi 486,374

From policyholders 485,690

From insurance agents, or insurance brokers 684

Reinsurance receivables 59,038

Other receivables 196,554 (3,683) 52,731

Receivables from other insurance business 164,158

Receivables for income from i t 1,034

Other receivables 31,362 (3,683) 52,731

Other receivables 512,937 (1)

Cash at bank and in hand 512,936 512,936 Cash and cash equivalents

Funds in the business account 450,515

Fun<{s‘ in the account of assets backing mathematical 62420

provision !

Cash on hand

Non-current assets held for sale and discontinued

operation

Other 1 (1)

PREPAID EXPENSES AND ACCRUED INCOME 260,751 (52,401)

Deferred interest and rent 10 (10)

Deferred acquisition costs 208,350 208,350 | Deferred acquisition costs

Other prepayments and accrued income 52,391 (52,391)

TOTAL ASSETS 11,600,238 - (67,468) (3,683) - 11,529,087 | Total assets

OFF-BALANCE-SHEET ITEMS 3,050,039
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Reconciliation of the statement of financial position prepared in accordance with the HANFA format and the
format of the financial statements prepared in accordance with the IFRS reporting framework (continued)

1. Investments held on account and at risk of unit-linked life assurance policyholders are recorded together
with financial assets at fair value through profit or loss.

2. Deferred tax assets and liabilities are recorded on a net basis in the Basic financial statements.

3. Internal liabilities are offset with corresponding receivables in the Basic financial statements.
Inventories, other assets and prepaid expenses and accrued income are recorded together with
insurance receivables and other receivables.
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Report for the Croatian Financial Services Supervisory Agency 1 2 3 4 5 Basic fi ial statements
Position description HRK'000 HRK'000 Position description
CAPITAL AND RESERVES 3,533,840 - -

Subscribed share capital 589,326 - - 589,326 | Share capital
Paid-up capital - ordinary shares 589,326
Paid-up capital - preference shares
Issued shares premiums (capital reserves) 681,483 681,483 Issued shares premiums
Revaluation reserves 471,124 - - 471,124 | Revaluation reserves
Land and buildings 49,174
Financial assets available-for-sale 421,951
Other revaluation reserves - -
Reserves 402,038 - - 402,038 Reserves
Legal reserves 30,079
Statutory reserves 147,220
Other reserves 224,739
Retained profit or transferred loss 1,160,279 - 229,589 - 1,389,868 Retained profit
Retained profit 1,160,279 - 229,589
Accumulated loss (-) - -
Profit or loss for the current ing period 229,589 - (229,589) -
Profit for the current accounting period 229,589 (229,589)
Loss for the current accounting period ( - )
SUBORDINATED LIABILITIES
NON-CONTROLLING INTEREST
Insurance contract
TECHNICAL PROVISIONS 6,635,006 400,250 - 7,035,256 provisions
Provisions for unearned premiums, gross amount 1,148,879
Mathematical provisions, gross amount 2,565,485
Claims provisions, gross amount 2,905,442
Provisions for bonuses and discounts, gross amount 7,214
Equalisation provisions, gross amount 7,056
Other technical provisions, gross amount 931
SPECIAL PROVISIONS FOR UNIT-LINKED LIFE
INSURANCE GROUP, gross amount 400,250 | (400,250)
OTHER PROVISIONS 89,573 - (3,034)
Provisions for pensions and similar liabilities 86,539 86,539 Provisions
Other provisions 3,034 (3,034)
DEFERRED AND CURRENT TAX LIABILITY 107,794 (67.468) -
Deferred tax liability 103,448 (67,468) 35,980 | Deferred tax liability
Current tax liability 4,346 4,346 Current tax liability
DEPOSIT RETAINED FROM BUSINESS CEDED
TO REINSURANCE
FINANCIAL LIABILITIES 284,278 284,278 | Financial liabilities
Borrowings
Issued financial instruments payable
Other financial liabilities 284,278
Insurance contracts and
OTHER LIABILITIES 262,993 - (3,683) 289,539 548,849 | other payables and deferred
income
Liabilities from direct insurance business 79,842
Liabilities from co-insurance and reinsurance
business 90290
Liabilities for sale and discontinued operation
Other liabilities 92,861 (3,683) 289,539
ACCRUED EXPENSES AND DEFERRED INCOME 286,505 (286,505)
Deferred reinsurance commission
Other accrued expenses and deferred income 286,505 (286,505)
TOTAL EQUITY AND LIABILITIES 11,600,238 - (67.468) - (3,683) - 11,529,087 | Total equity and liabilities
OFF-BALANCE-SHEET ITEMS 3,050,039

1. A special provision for unit-linked life insurance group is recorded within Technical provision.
Deferred tax assets and liabilities are offset in the Basic financial statements.
Profit or loss for the current accounting period is presented together with retained earnings in the
financial statements prepared in accordance with the IFRS reporting framework.
Internal liabilities are offset with corresponding receivables in the Basic financial statements.

5. Other provisions and accrued expenses and deferred income are recorded in the financial statements
prepared in accordance with the IFRS reporting framework within Insurance and other liabilities,
provisions and deferred income.
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3. Reconciliation of the consolidated statement of comprehensive income prepared in accordance with the HANFA

format and the format of the financial statements prepared in accordance with the IFRS reporting framework

Report for the Croatian Financial Services Supervisory

Basic financial statements

after tax (+/-)

Agency 1 2 3 4 5
Position description HRK'000 HRK'000 Position description
Earned premiums (recognised in revenue) 2,979,538 2,979,538 Net earned premiums
Gross written premiums 3,240,231
!mpajrment and collected premium (2,833)
impairment
Premiums ceded to reinsurance (-) (277,861)
Change in gross provisions for unearned 3767
premiums (+/-) !
Change in provision for unearned premiums, 16.234
reinsurance share (+/-) !
| income 487,706 (4,891) 16,135 - 498,950 Finance income
Income from subsidiaries, associates and
joint ventures 19.749 (10.339)
Il)r1<;ome from investments in land and 110,837 (4,891)
uildings
Interest income 195,584
Unrealised gain on investments 5,930
Realised gain on investments 89,878
Net foreign exchange gains 38,006 26,474
Other investment income 27,722 -
10,339 10,339 Share in profit of associates
Income from commissions and fees 43,168 43,168 gggme from commissions and
Other insurance-technical income, net of
reinsurance 45090 (45,090)
Other income 124,268 43,304 5,149 172,721 Other operating income
Net claims incurred (1,920,259) (16382) |  (1936,641) | Claims incurred, netof
reinsurance and coinsurance
Settled claims (1,838,666)
Gross amount (-) (1,946,473)
Reinsurer’s share (+) 107,807
Change in claims provisions (+/-) (81,593)
Gross amount (-) (327,081)
Reinsurer’s share (+) 245,488
Change in mathematical provision and
other technical provisions, net of (46,085) 46,085
reinsurance
Change in mathematical provision (+/-) (62,786) 62,786
Gross amount (-) (62,776) 62,776
Reinsurer’s share (+) (10) 10
Change in other technical provisions, net of 16,701 (16,701)
reinsurance (+/-)
Gross amount (-) 16,701 (16,701)
Reinsurer’s share (+) -
_Special provisions for unit‘-linked life 38,125 (38,125)
insurance group, net of reinsurance (+/-)
Gross amount (-) 38,125 (38,125)
Reinsurer’s share ()
Expenditures for return of premium (8422) 8422
(bonuses and rebates), net of reinsurance
Depending on the result (bonuses) (5,278) 5,278
Not dependlng on the result (rebates) (3,144) 3,144
ditures (for k
7 eratlons o (1,155,663) (5,189) (1,160,852)
Acquisition costs (577,716) (577,716) [ Acquisition costs
Commission (281,638)
Other acquisition costs (273,920)
Change in deferred acquisition costs (+/-) (22,158)
:fg:g;“"” et (TSR (577,947) (5,189) (583,136) | Administration costs
Depreciation charge (81,982)
Salar_ies, taxes and contributions from and on (200,664)
salaries
Other administrative expenses (286,300) (5,189)
| charges (127,096) 4,891 (26,474) - - (148,679) Finance costs
Depreciation of land and buildings not
intended for business operations of the
company
Interest expense (12,145)
Impairment of investments (7,440
Realised losses on investments (34,570)
Unrealised losses on investments (12,1 36)
Net foreign exchange losses (26,474)
Other investment costs (60, 805) 4,891
Ot‘her technical expenses, net of (62,405) 62,105
reinsurance
Expenses for preventive operations (1,343) 1,343
Other technical expenses of insurance (60,762) 60,762
(T Tt TR v (6,675) (60,319) 41 (66954) | Other operating expenses
adjustments
B 391,590 - - - 391590 | Profit{loss) before tax
Income tax or loss (63,388) (63,388) Income tax
Current tax expense (62,570)
Deferred tax expense (income) (818)
frofitorjlossionthelaccounting period 328,202 328202 | Profitiloss) for the period
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Reconciliation of the statement of comprehensive income prepared in accordance with the HANFA format and
the format of these financial statements (continued)

1. Income and expenses from the sale of land and buildings are recorded on a net basis.

Foreign exchange differences are recorded on a gross basis and share in profit of associates is presented
as a separate line in the Basic financial statements.

3. Reclassification of other insurance and technical income, net of reinsurance to other operating income
and reclassification of other technical costs, net of reinsurance to other operating expenses and netting
of income from the sale of tangible assets.

4. Reclassification of other revenues and other administrative expenses are presented at net basis in
position other operating income/administrative costs.

5. The change in mathematical provision, special provision for life assurance policies where the
policyholder bears the risk of insurance and expenditure for return of premium (bonuses and rebates)
are recorded within claims incurred, net of reinsurance and coinsurance.
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4. Reconciliation of the consolidated statement of financial position prepared in accordance with the
HANFA format and the financial statements in accordance with the IFRS reporting framework

Report for the Croatian Financial Services Supervisory Agency 1 2 3 4 5 Basic fi ial statements
Position description HRK'000 HRK'000 Position description
INTANGIBLE ASSETS 107,873 107,873 | Intangible assets
Goodwill
Other intangible assets 107,873
TANGIBLE ASSETS 876,965 (2,579) 874,386 Property and equipment
Land and buildings intended for company business
operations 496,663
Equipment 78,011
Other tangible assets and inventories 302,291 (2,579)

INVESTMENTS 9,617,205 412,084 (15,061)

in land and buildings not for 1,013,247 1013247 | Investment property
company operations

in ies, and joint 76,593 76,593 Investments in slulb5|d|ar|es
ventures associates and joint ventures
Shares and stakes in subsidiaries
Shares and stakes in associates 10,091
Shares and stakes in joint ventures 66,502
Financial assets 8,527,365 412,084 (15,061)
Held-to-maturity fi ial assets 2,169,783 2,169,783 | Held-to-maturity investments
Debt financial instruments 2,169,783
Other
Available-for-sale financial assets 5123648 5123648 | Avalebleorsale ancil
Equity financial instruments 536,699
Debt financial instruments 4,394,875
Shares in investment funds 192,074
Other
Financial assets at fair value through profit or loss 47,351 412,084 459,435 {:hlnanaal assets at fair value

rough profit or loss
Equity financial instruments 17,188
Debt financial instruments
Derivative financial instruments 4,115
Shares in investment funds 26,048 412,084
Other
Loans and r bl 1,186,583 (15,061) 1,171,522 Loans and receivables
Deposits with credit institutions 908,433 (15,061)
Loans 100,925
Other 177,225
Deposits with cedent
INVESTMENTS FOR THE ACCOUNT AND RISK OF
LIFE INSURANCE POLICYHOLDERS 412084 | (412084)
REINSURER’S SHARE IN TECHNICAL PROVISIONS 488,265 agg265 | Demsurancesharein
insurance contract provisions
Provision for unearned premiums, reinsurance share 64,700
Mathematical provisions, reinsurance share 12
Claims provisions, reinsurance share 423,553
Provisions for bonuses and discounts, reinsurance
share
Equalisation provisions, reinsurance share
Other technical provisions, reinsurance share
Special provision for unit-linked life insurance group,
reinsurance share
DEFERRED AND CURRENT TAX ASSETS 76,752 - (67,665) (7,434)
Deferred tax assets 69,318 (67,665) 1,653 Deferred tax assets
Current tax assets 7,434 (7,434)
RECEIVABLES 877,139 (57,069) 81,074 902,044 | Insurance coniract and other
receivables

Receivables from i k 526,358
From policyholders 525,674
From insurance agents, or insurance brokers 684
Reinsurance receivables 60,077
Other receivables 290,703 (57,069) 81,974
Receivables from other insurance business 166,273
Receivables for income from i 516
Other receivables 123,914 (57,069) 81,974
Other receivables 662,450 15,061 (8,086)
Cash at bank and in hand 654,364 15,061 669,425 Cash and cash equivalents
Funds in the business account 590,982 15,061
Fun<{s_ in the account of assets backing mathematical 62945
provision !
Cash on hand 437
Non-ctllrren( assets held for sale and discontinued 1939 (1939)
operation
Other 6,147 (6,147)
PREPAID EXPENSES AND ACCRUED INCOME 311,229 (63,875)
Deferred interest and rent 1,104 (1,104)
Deferred acquisition costs 247,354 247,354 | Deferred acquisition costs
Other prepayments and accrued income 62,771 (62,771)
TOTAL ASSETS 13,429,962 - (67,665) (57,069) - 13,305,228 | Total assets
OFF-BALANCE-SHEET ITEMS 3,109,594
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Reconciliation of the statement of financial position prepared in accordance with the HANFA format and the
format of the financial statements prepared in accordance with the IFRS reporting framework (continued)

1. Investments held on account and at risk of unit-linked life assurance policyholders is recorded together
with financial assets at fair value through profit or loss.

2. Deposits with contractual maturity up to 3 months are recorded together with cash and cash
equivalents.

3. Deferred tax assets and liabilities are recorded on a net basis in the Basic financial statements.
Internal receivables are offset with corresponding liabilities in the Basic financial statements.

5. Inventories, current tax assets, other assets and prepaid expenses and accrued income are recorded
together with insurance contract and other receivables.
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Report for the Croatian Financial Services Supervisory Agency 1 2 3 4 5 Basic fi ial statements
Position description HRK'000 HRK'000 Position description
CAPITAL AND RESERVES 4,107,351 - -

Subscribed share capital 589,326 - - 589,326 | Share capital
Paid-up capital - ordinary shares 589,326
Paid-up capital - preference shares
Issued shares premiums (capital reserves) 681,483 681,483 Issued shares premiums
Revaluation reserves 568,450 - - 568,450 | Revaluation reserves
Land and buildings 112,257
Financial assets available-for-sale 456,028
Other revaluation reserves 165 - -
Reserves 402,038 - - 402,038 Reserves
Legal reserves 30,079
Statutory reserves 147,220
Other reserves 224,739
Retained profit or transferred loss 1,538,153 - 327,902 - 1,866,055 Retained profit
Retained profit 1,538,153 - 327,902
Accumulated loss (-) - -
Profit or loss for the current ing period 327,902 - (327,902) -
Profit for the current accounting period 327,902 (327,902)
Loss for the current accounting period ( - )
SUBORDINATED LIABILITIES
NON-CONTROLLING INTEREST 12,654 12,654
TECHNICAL PROVISIONS 7,623,934 412,085 - 8,036,019 | Technical provisions
Provisions for unearned premiums, gross amount 1,435,263
Mathematical provisions, gross amount 3,022,248
Claims provisions, gross amount 3,140,531
Provisions for bonuses and discounts, gross amount 9,464
Equalisation provisions, gross amount 7,056
Other technical provisions, gross amount 9,372
SPECIAL PROVISIONS FOR UNIT-LINKED LIFE
INSURANCE GROUP, gross amount 412,085 | (412.085)
OTHER PROVISIONS 101,230 - (3.271)
Provisions for pensions and similar liabilities 97,959 97,959 | Provisions
Other provisions 3,271 (3,271)
DEFERRED AND CURRENT TAX LIABILITY 172,407 - (67,665)
Deferred tax liability 152,421 (67,665) 84,756 Deferred tax liability
Current tax liability 19,986 19,986 | Current tax liability
DEPOSIT RETAINED FROM BUSINESS CEDED
TO REINSURANCE
FINANCIAL LIABILITIES 323,892 323,892 | Financial liabilities
Borrowings
Issued financial instruments payable
Other financial liabilities 323,892
Insurance contract and
OTHER LIABILITIES 376,940 - (57,069) 302,740 622,611 other payables and deferred
income
Liabilities from direct insurance business 92,687
Liabilities from co-insurance and reinsurance 96,612
business ’
Liabilities for sale and discontinued operation 12
Other liabilities 187,629 (57,069) 302,740
ACCRUED EXPENSES AND DEFERRED INCOME 299,469 (299.469)
Deferred reinsurance commission
Other accrued expenses and deferred income 299,469 (299,469)
TOTAL EQUITY AND LIABILITIES 13,429,962 - - (67,665) (57,069) - 13,305,228 | Total equity and liabilities
OFF-BALANCE-SHEET ITEMS 3,109,594

A special provision for unit-linked life insurance group is recorded within Technical provision.
Profit or loss for the current accounting period is presented together with retained earnings in the
financial statements prepared in accordance with the IFRS reporting framework.

3. Deferred tax assets and liabilities are recorded on a net basis in the Basic financial statements.
Internal receivables are offset with corresponding liabilities in the Basic financial statements.

5. Other provisions and accrued expenses and deferred income are recorded in the financial statements
prepared in accordance with the IFRS reporting framework within Insurance and other liabilities,
provisions and deferred income.
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Statement of cash flow

The statement of cash flows has been prepared in accordance with the Ordinance on the structure and content
of financial statements of insurance and reinsurance companies ("the Ordinance"), and its preparation is
described in detail in the Instructions for completing financial statements of insurance and reinsurance
companies, but its presentation differs from the statement of cash flows in the financial statements.

The main differences in presentation are described below:

1. Differences in the positions of increase or decrease in assets and liabilities in the statement of cash flows
in the financial statements prepared in accordance with the IFRS reporting framework and the statement of cash
flows under the Ordinance arise due to differences in the relevant positions of assets and liabilities due to the
different presentation in the financial statements compared to the Ordinance. These differences are presented
in the adjustments of the statement of financial position (balance sheet).

2. Cash and cash equivalents at the beginning and end of the period presented in the basic financial
statements include deposits with contractual maturity up to 3 months as opposed to cash and cash equivalents
at the beginning and end of the period presented in the statement of cash flows under the Ordinance.

Statement of changes in equity

In the statements under the Ordinance, profit/loss for the current year is presented in the eponymous column
and in the subsequent period, upon adoption of the Decision of the General Assembly and the Supervisory Board,
profit/loss is transferred through Other non-owner changes in equity to Retained earnings, while in the basic
financial statements it is presented under Retained earnings.
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