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ARGO GROUP LIMITED

CHAIRMAN’S STATEMENT

Key highlights for the twelve months ended 31 December 2021

- Revenues US$4.4 million (2020: US$3.3 million)

- Operating loss US$0.2 million (2020: operating loss US$0.9 million)

- Profit before tax US$0.3 million (2020: profit before tax of US$1.7 million)
- Net assets US$23.1 million (2020: US$22.8 million)

The Group and its objective

Argo’s investment objective is to provide investors with absolute returns in the funds that it manages by
investing in multi strategy investments in emerging markets.

Argo was listed on the AIM market in November 2008 and has a performance track record dating back to
2000.

Business and operational review
This report sets out the results of Argo Group Limited for the year ended 31 December 2021.

For the year ended 31 December 2021 the Group generated revenues of US$4.4 million (2020: US$3.3
million) with management fees accounting for US$2.5 million (2020: US$2.6 million). The Group also
generated incentive fees of US$1.6 million (2020: US$0.5 million) during the year.

Total operating costs, ignoting bad debt provisions, are US$3.8 million (2020: US$3.7 million). The Group has
provided against management fees of US$0.7 million (2020: US$0.5 million) from the Designated Investment
share class in TAF. In the Directors’ view these amounts are fully recoverable however they have concluded
that it would be appropriate to carry a provision against these receivables as the timing of the receipts should
match the exit from the investments in this share class.

Overall, the financial statements show an operating loss for the year of US$0.2 million (2020: operating loss
US$0.9 million) and a profit before tax of US$0.3 million (2020: profit before tax of US$1.7 million) reflecting
the realised and unrealised loss on current asset investments of US$0.6 million (2020: unrealised gain of
US$1.5 million) and interest income of $1.1 million (2020: $1.0 million).

At the year end, the Group had net assets of US$23.1 million (2020: US$22.8 million) and net current assets
of US$9.1 million (2020: US$8.8 million) including cash reserves of US$1.7 million (2020: US$0.7 million).

The Directors are not declaring a final dividend.

Net assets include investment in TAF at fair value of US$6.1 million (2020: US$6.8 million).




ARGO GROUP LIMITED

CHAIRMAN’S STATEMENT (continued)

Business and operational review (continued)

At the year end, The Argo Fund owed the Group total management and performance fees of US$2.6 million
(31 December 2020: US$1.0 million). The Group received $1.3 million of these fees in January 2022, The
remaining fees of $1.3 million relates to the Designated Investment share class which will be paid when the
investments are sold and against which a full provision has been made in these financial statements.

The Argo Funds ended the year with Assets under Management (“AUM”) at US$122.6 million (2020:
US§119.1). The current level of AUM remains below that required to ensure sustainable profits on a recurring
management fee basis in the absence of performance fees. This has necessitated an ongoing review of the
Group’s cost basis. Nevertheless, the Group has ensured that the operational framework remains intact and
that it retains the capacity to manage additional fund inflows as and when they arise.

The number of permanent employees of the Group at 31 December 2021 was 18 (2020: 20).

Fund performance

2021 2020

Launch Year Year Since Annualised | Shatpe Down

Fund Date Total Total |inception |performance | ratio months
K % % CAGR %

The Argo Fund:
A class Oct-00 5.29 5.53 260.39 6.95 0.49 83 of 255
X2 class Feb-21 11.86 NA 11.86 NA NA 3of11
Desigoaed lovestment| ;20 545 [seet |47 NA NA NA




ARGO GROUP LIMITED

CHAIRMAN’S STATEMENT (continued)
Fund performance (continued)

2021 was a demanding year for many but was particulatly challenging for investors in fixed income. The
anticipation of additional fiscal stimulus in the United States following the election of President Biden and
optimism about the global economic recovery led to a rise in long-term US Treasury yields in the first quarter.
However, as the year progressed, uncertainty stemming from the outbreak of new Covid-19 strains impacted
sentiment, leading to a decline in 30-year yields from a peak of 2.45% to 1.67% at the beginning of December.
'The US Federal Reserve began tapering its massive asset purchase progtam in November 2021 but, against a
background of rising inflation and robust economic activity, switched towards a more hawkish stance at its
year-end meeting. The US Federal Reserve announced that it would accelerate the tapering timeline to a pace
that would end the program altogether in March 2022, ahead of the initial target, and opened the door to rises
in the federal funds rate as soon as tapering wound down. Over the course of the last several months, the
market had already brought forward rate hike expectations, leading to a flattening of the yield curve and
renewed strength in the US dollar.

Emerging markets were not spared against this difficult background. US dollar sovereign debt was down
around 2% in 2021 but local currency debt fared worse, falling approximately 9%. Not only were EM
countries handicapped by restricted access to Covid-19 vaccines and limited access to funding, but they were
also hit by rising yields and weaker currencies as central banks began the process of policy normalization and
commenced tightening cycles in an effort to stabilize inflation expectations. In the end, 2021 marked the worst
year for local currency debt since 2015. Emerging markets corporates were the lone bright spot across
emerging markets debt, eking out a positive gain on the year and outperforming hard curtency sovereigns for
the second consecutive year. In general, corporates benefited from a shotter duration profile and reasonably
strong corporate balance sheets, while the sharp sell-off in the real estate sector in China has not - so far at
least- been contagious.

Against this backdrop, The Argo Fund recorded a creditable performance. The Net Asset Value of the Class A
shares rose by 5.3% last year, from US$342.26 to US$360.39, broadly similar to the increase recorded in 2020.
The major positive contributions to this performance came from corporate bonds in the resources sector
whilst the main detractors were sovereign bonds, thus broadly reflecting the trends described above. The
NAV of the X2 Class, which was launched in February 2021 and is a carve-out of the TAF distressed debt
strategy, rose by 11.86% in the period up to December, It is cusrently funded internally but efforts are being
made to market this share class to external investors. The Designated Investment units — holding a position in
distressed sovereign debt — trod water as progtress on debt restructuring was held up by domestic political
strife. These units rose by 5.45% during 2021.

Dividends

The Directots are not declaring a final dividend but intend to restart dividend payments as soon as the
Group’s performance provides a consistent track record of profitability.

Subsequent event

In February 2022, the Ukraine-Russia crisis deteriorated, and the current conflict could adversely impact the
Group. A loss of rental income and/or physical damage to Riviera Shopping City in Odessa, Ukraine would
hinder the repayment of the loan receivable from Argo Real Estate LP. The maximum exposure for the loan

at year end was US$13.6 million (note 12).

Management is monitoring the situation closely and does not expect that the uncertain situation in Ukraine
will affect the Group’s ability to continue in business for the foreseeable future.




ARGO GROUP LIMITED

CHAIRMAN’S STATEMENT (continued)
Outlook

As previously stated, a significant increase in AUM is still requited to ensute sustainable profits on a recurting
management fee basis. The Group is well placed with capacity to absotb such an increase in AUM with
negligible impact on operational costs.

Raising AUM remains Argo’s top priotity over the coming year. The Group’s marketing efforts continues to
focus on TAF which has 21 yeats of track record. However, the Group continues to seek opportunities to
increase AUM either through existing fund structures or by identifying external partners with whom to
cooperate.

Over the longer term, the Board believes there is significant opportunity for growth in assets and profits and
remains committed to ensuring the Group’s investment management capabilities and resources are
appropriate to meet its key objective of achieving a consistent positive investment performance in the
emerging martkets sector.

Michael Kloter
Non-Executive Chairman

Date: 16 March 2022




ARGO GROUP LIMITED

DIRECTORS’ REPORT

The Directors present their annual report and the audited accounts of the Group for the year ended 31
December 2021.

Principal activity
The principal activity of the Company is that of a holding company and the principal activity of the wider
Group is that of an investment management business.

Results, review of the business and future prospects

The consolidated statement of profit or loss and other comprehensive income is set out on page 17. The
Chairman’s Statement set out on page 3 includes other information about the Group’s business and
performance during the year and an indication of futute prospects.

Dividends and share purchase programme

Argo is working towards the payment of a dividend which will ultimately depend on the success of the
initiatives described in the Chairman’s Statement. The Directors are not declaring a final dividend but intend
to restart dividend payments as soon as the Group’s performance provides a consistent track record of
profitability.

Directors and their interests
The Directors, who served throughout the year and held office at 31 December 2021 and to date, along with
their beneficial interests (including those of connected parties) in the ordinary shares of the Company are as

follows:
31 December 2021 31 December 2020

Ordinary shares Otrdinary shares
No. No.
Michael Kloter 1,000,000 1,000,000
Kyriakos Rialas 8,768,363 8,768,363
Andreas Rialas 16,028,145 16,028,145
David Fisher - -
Kenneth Watterson 88,141 88,141

Michael Kloter’s interest is represented through a corporate vehicle, currently Dodoni AG, the indirect
beneficiaries of which are Michael Kloter and his family.

Kyriakos Rialas’ interest is held in his own name.

Andreas Rialas’ interest is represented by a direct intetest in 460,833 shares and the holding of 15,567,312
shares by Farkland Ventures Inc. (a company belonging to Rialco Trust) the beneficiaries of which are
potentially Andreas Rialas and his family.

Biographical details of the current directors are set out on page 13.

Going Concern

The Directors have carried out a rigorous assessment of all the factors affecting the business in deciding to
adopt the going concern basis for the preparation of the accounts. They have reviewed and examined the
Group’s financial and other processes including the annual budgeting process and expect the Group to have
sufficient cash flows in the foreseeable future. On the basis of this review, the liquid assets held and the
funding facilities available to the Group should they be required, the Directors are confident that the Group
has adequate financial resources available to continue in operational existence for the foreseeable future and
therefore continue to adopt the going concern basis for preparing the consolidated financial statements.




ARGO GROUP LIMITED

DIRECTORS’ REPORT (continued)

Substantial shareholdings
On 7 February 2022 the following interests in 3% or more of the Company’s Ordinary share capital had been
reported:

No. of Percentage

Ordinary shates of issued capital
Lynchwood Nominees Limited 28,974,307 74.37%
Pershing Nominees Limited 2,942,905 7.55%
Aurora Nominess Limited 1,956,580 5.02%
Vidacos Nominees Limited 1,193,443 3.06%

Corporate governance statement

The Directors recognise the importance of sound corporate governance and intend to comply with the
Corporate Governance Guidelines, to the extent appropriate for 2 company of its nature and size.

The Corporate Governance Guidelines were devised by the Quoted Companies Alliance ("QCA"), in
consultation with a number of significant institutional small company investors, as an alternative corporate
governance code applicable to AIM companies. An alternative code was proposed because the QCA
considered the Combined Code to be inappropriate to many AIM companies.

The Corporate Governance Guidelines state that, "The purpose of good corporate governance is to ensure
that the company is managed in an efficient, effective and entrepreneurial manner for the benefit of all
shareholders over the longer term." The Board will meet at least quarterly to review the Group's strategy and
oversee the Group's progress towards its goals. The Board has established Audit and Remuneration
Committees, further details of which are set out below. Given the compact size of the Board, the Directors
do not believe that there is a requirement to form a Nomination Committee,

Regulatory Information

Argo Capital Management Limited (“Argo London”), a subsidiary of the Group, is regulated by the UK
Financial Conduct Authority (“FCA”). As such the Group is subject to the conduct of business rules,
compliance requitements and minimum capital standards of the FCA. Argo London has satisfied the
minimum regulatory capital requirements of its regulatory body and the Board is satisfied that the Group is
adequately capitalised to continue its operations effectively.

Argo Group Limited is trading on the Alternative Investment Market of the London Stock Exchange and is
subject to the disclosure requirements and governance processes that this status demands.




ARGO GROUP LIMITED

DIRECTORS’ REPORT (continued)

Internal Control and risk management

Risk is inherent in all business and is therefore present within the Group’s activities. The Group seeks to
effectively identify, monitor and manage each of its risks with ultimate responsibility of tisk management
resting with the Board.

The key risks that the Board considers most important to its business are those associated with operations,
illiquidity and valuation. Operational flaws can result from a lack of resoutces or planning, error or fraud, the
inability to capitalise on market opportunities or weaknesses in systems and controls. The Board believes that
operational risk is mitigated as follows:

e appropriate financial and management controls are in place which ensure day-to-day operations are
managed effectively;

e the valuation of key assets by independent third parties with the Pricing Review Committee
providing additional oversight of valuations used for hard-to-ptice assets; and

e the existence of disaster recovery procedures.

Risk management and control is one element of the Group’s overall system of internal controls which
ptovides an ongoing process for identifying, evaluating and managing the Group’s significant risks. This
control framework enables the Board, through the Audit Committee and the use of an independent
compliance review service to oversee the regulated activities of the investment advisors and regular board
meetings, to monitor the effectiveness of the risk management and internal control systems. Throughout the
year the Board has continued to receive regular financial and other management information related to the
control of expenditure against budget as well as reports on compliance and risk matters. The Board is
satisfied that appropriate planned actions continue to be effective in improving controls as the Group
develops and the overall assessment of the control framework continues to be satisfactory.

Audit Committee

Membership comprises at least two members, each being an independent non-executive director. The Audit
Committee now comprises Ken Watterson (chair), David Fisher and Michael Kloter. The Board is satisfied
that the members of the Audit Committee have recent and relevant financial expetience.

The Audit Committee is a sub-committee of the Board and makes recommendations to the Board which
retains the right of final decision. The Audit Committee has primaty responsibility for reviewing the
consolidated financial statements, liaising with the external auditors and reviewing the effectiveness of
internal controls.

The terms of reference of the Audit Committee include the following;

¢ Review of interim and full-year accounts including the accounting policies, principles and practices
underlying them and the auditors’ findings. The Committee reviews this information in advance of
its consideration by the Board allowing adequate time before Board approval to complete any
actions requested by the Committee;

® review of the effectiveness of the external auditors, approval of the scope and cost of their external
audit work and their reappointment;

¢ review of the valuation policies of the underlying Argo funds which are also audited by the
Company’s external auditors;

* review of non-audit work carried out by the external auditors (and trends in the non-audit fees) in
accordance with the Committee’s policy to ensure the safeguarding of audit independence and
objectivity;

¢ monitor and review of the Group’s framework of internal controls, the identification and control of
major risks and the results of the Group’s risk review process;

e consideration of developments in corporate governance and accounting standards in the UK and
internationally;

¢ overseeing and challenging due diligence on risk issues relating to material transactions and strategic
proposals that are subject to approval by the Board;

® providing advice to the Remuneration Committee on risk weightings to be applied to performance
objectives incorporated in the incentive structure for the executives;




ARGO GROUP LIMITED

DIRECTORS’ REPORT (continued)

Audit Committee (continued)

® review of reports provided by the external compliance monitoring adviser;

® consideration of the results of the Group’s review of intangible asset impairment and going concern;
® consideration of the Group’s technology strategy and related risks;

¢ consideration of the Group’s treasury objectives and policies;

¢ shareholder communications and other announcements; and

® any material litigation involving the Group.

The Audit Committee met formally twice duting the year and there was full attendance at the meetings. The
Committee met with the external auditors, without the executive directors being present, to review the scope
of their audit and findings thereon for the interim and year-end financial statements. The Committee
recommended to the Board that a resolution be put to the shareholders for the reappointment of the auditors
at the annual general meeting.

The Audit Committee considered the need for an internal audit function and concluded that, for the Group
at its current stage of development, such a function is not required. It should be noted, however, that the
investment advisot, Argo Cyprus, has an internal audit function, being a requirement of its license under the
regulations of the Cyprus Securities and Exchange Commission. Similarly, the investment manager, Argo
London, is reviewed by an external compliance consultant as part of its duty to satisfy its responsibilities
under the FCA regulations.

Remuneration Committee
Membership comprises at least two members, each being an independent non-executive director. The
Remuneration Committee now comprises Michael Klotet (chair), Ken Watterson and David Fisher.

In accordance with authority delegated by the Board of Directors the terms of reference of the Remuneration
Committee cover the following:

® To determine and agree with the Board of Directors the framework or broad policy for the
remuneration of the chief executive and such other members of the executive management as it is
designated to consider for purposes of compliance with the FCA remuneration code (“Code™);

¢ To ensure the Group’s remuneration policy for all staff is compliant with the Code;

® To review the framework or broad policy for remuneration to ensure it remains appropriate and
relevant and in formulating proposals, be sensitive to the need for an appropriate balance between
long and short-term elements of pay.

The Remuneration Committee met formally twice duting the year and there was full attendance at the
meeting. The Chief Executive Officer and Chief Investment Officer attended both meetings at the invitation
of the Remuneration Committee but took no part in the determination of their own remuneration.

The Remuneration Committee has considered the final rules on remuneration in financial companies issued
by the FCA as applied to the Group, and in particular its emphasis on the need to ensure that remuneration
plans do not incentivise excessive risk taking. The Committee believes that the nature of the variable
remuneration plans in place have been structured appropriately in light of the Group’s business model and
risk profile, the proportion of variable remuneration which is defetred, the length of the deferral period and
the performance conditions attached to the awards.

10



ARGO GROUP LIMITED

DIRECTORS’ REPORT (continued)

Creditor payment policy

It is the Group’s policy and practice to agree commercial terms of business with suppliers prior to the supply
of goods and services. In the absence of any dispute, the Group pays, wherever possible, in accordance with
those agreed terms. The number of days’ purchases of the Group represented by trade creditors at 31
December 2021 was 10 (2020: 28).

Statement of disclosure to auditor

The Directors who held office at the date of approval of this Dircctors’ Report confirm that, so far as they
are each aware, there is no relevant audit information of which the Group's auditors are unaware. Each
Director has taken all the steps that they ought to have taken as Directors to make themselves aware of any
relevant audit information and to establish that the Group's auditors are aware of that information.

Auditors
Our auditors, Baker Tilly Klitou & Partners Ltd, being eligible, have expressed their willingness to continue
in office. A resolution to reappoint them will be proposed at the forthcoming Annual General Meeting.

Signed on bcehalf of the Board

Kynakos Rialas
Chief Executive Officer

Date: 16 March 2022

H



ARGO GROUP LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE DIRECTORS’
REPORT AND THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for preparing the Directors’ Report and the consolidated financial statements
in accordance with applicable law and regulations. In addition, the Directors have elected to prepare the
consolidated financial statements in accordance with International Financial Reporting Standards as adopted
by the EU.

The consolidated financial statements are requited to give a true and fair view of the state of affairs of the
Group and of the profit or Joss of the Group for that petiod.

In prepating these consolidated financial statements, the Directots ate required to:

° select suitable accounting policies and then apply them consistently;
° make judgements and estimates that are reasonable and prudent;
o state whether they have been prepared in accordance with International Financial Reporting Standards

as adopted by the EU; and

° prepare the consolidated financial statements on the going concemn basis unless it is inappropriate to
presume that the Group will continue in business.

The Ditectors are responsible for keeping proper accounting records that are sufficient to show and explain
the Parent Company’s transactions and disclose with reasonable accuracy at any time its financial position.
‘They have general responsibility for taking such steps as ate reasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and other itregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company's website. Legislation governing the preparation and dissemination of financial
statements may differ from one jurisdiction to another.

12



ARGO GROUP LIMITED

DIRECTORS

Michael Kloter

Non-Executive Chairman

Michael holds a law degree from the University of Geneva, Switzerland, and a lawyer's licence of the Canton
of Zurich, Switzerland. After gaining professional experience as a clerk at the District Court of Zurich and
expetience in a business law practice in Zurich, Switzerland he founded his own law firm in Zurich in 1995,
Since then he has practised as a business lawyer and acts as director for a number of companies.

Kyriakos Rialas

Chief Executive Officer

Kyriakos has over 30 years of professional investment and managerial experience in the financial services
sector. He has overall responsibility for risk management, legal, regulatory and general management of the
Argo business. Prior to joining Argo, he was General Manager of Emporiki Bank in Cyprus from 1999 to
2003 where he managed a portfolio of syndicated loans worth US$1 billion. Kyriakos has also worked for the
Treasuty department of the Bank of Cyprus Group and London Forfaiting Cyprus where he was Finance
Director, overseeing subsidiaries in India, Russia, Thailand and Hong Kong, Before that he worked for
Capital Intelligence in bank analysis and rating for emerging markets. He has a degree in Engineering from
the University of Cambridge and qualified as 2 Chartered Accountant with KPMG in London. He started his
banking career in the fixed income division of SG Warburg & Co in London.

Andreas Rialas

Chief Investment Officer

Andreas is the Founder and CIO of Argo Capital Management. Prior to founding Argo in 2000, Andreas
worked for Deutsche Bank for three years in the emerging markets proprietaty trading division, trading in
emerging markets loans and trade finance specialist products. Before that, he was at London Forfaiting (Asia)
Ltd as Head of Secondary Debt Trading in emerging markets. At Argo, Andreas built up a formidable
distressed/activist reputation in emerging markets and speatheaded some of the firm’s most successful
distressed debt/restructuring investments across global emerging markets. Andreas studied Law at the
University of London, graduating in 1991, and subsequently qualified to be an English Barrister specializing
in banking law in 1993.

David Fisher

Non-Executive Director

David Andrew Fisher has over 30 years of expetience in business, finance and law. He is currently (a) Board
Member at Innova Capital, a PE firm in Central Europe, (b) Chairman of the Investment Committee of Da
Vinci CIS PE Fund 2 and (c) Investment Committee Member at Taxim Capital, a Turkish mid-cap PE fund.
He has also taken on several projects on behalf of major shareholders to fix funds and companies going
through difficult periods. Mr. Fisher served as a Captain in the US Army, is a member of MENSA, and holds
degrees from Davidson College (BA), Vanderbilt Law School (JD), and Harvard Business School (MBA). He
is an American citizen who resided in Europe for more than 15 years and worked in many emerging markets.
Currently, he spends about half of his time on charitable activities and speaks at numerous investing
conferences. He strongly supports sustainable and inclusive international economic development as a way to
create a fair, prosperous and peaceful planet.

Kenneth Watterson

Non-Executive Director

Kenneth has more than 30 years of experience within the financial services industry. His specific areas of
expertise include compliance and risk management, operations and change management. Kenneth holds a
Master’s degree from the University of St. Andrews and a Master’s degree from London Guildhall University
in Financial Regulation & Compliance Management, specialising in Corporate Governance. He has board
experience within a number of UK, Isle of Man and Channel Islands companies. Kenneth has worked with
Coutts and Close Bros international private banks and as the Chief Operating Officer and director of a
US$1.6 billion hedge fund group. He is a recently retited Chartered Fellow of both the Institute of Directors
and of the Chartered Institute for Securities and Investments.
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Independent Auditor’s Report
To the Membets of Argo Group Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the consolidated financial statements of Argo Group Limited (the “Company™, and its
subsidiaries (together with the Company “the Group"), which are presented in pages 17 to 43 and
comptise the consolidated statement of financial position as at 31 December 2021, and the statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year then
ended, and notes to the consolidated financial statements, including 2 summary of significant accounting

policies,

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
financial position of the Group as at 31 December 2021, and of its financial pertormance and its cash
flows for the vear then ended in accordance with International Financial Reporting Standards (TFRSs)
adopted by the LASB,

Basis for Opinion

We conducted our audit in accordance with International Standards on Audidng (ISAs). Our
responsibilitics under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Group in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) and we have fulfilled our other cthical responsibilities in accordance with
these requitements and the IESBA Code. Wee believe that the sudit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw atrention to note 21 of the financial statements which describes the uncertainty related to the
impact the war in Ukraine will have on the loan receivable from ; g0 Real Estate LP. Our opinion is not
modified in respect of this matter,

Key Audit Matters

This section of our auditor’s report is intended to describe the matters selected from those
communicated with those charged with governance that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements, W'e have determined that there are no
such matters to report.

ADVISORY - ASSURANCE * TAX 14

Baker Tilly Klitou & Partners Ltd t'radlng as Baker Tllly Is 8 member of the global network of Baker Tilly International Ltd., the members of which
are separate and independent legal entities.
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Other information

The Board of Directors is responsible for the other informaton. The other information comprises the
following:

¢  Chairman's statement

¢ Director’s report

* Statement of Director’s Responsibilities in respect of the consolidated financial statements

Qut opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is matetially inconsistent
with the financial statements or our knowledge obwined in the audit or othenvise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we ate required to repott that fact. We have nothing to report in
this regatd.

Responsibilities of the Board of Directors for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation of financial statements that give a true and fair
view in accordance with Intemnational Financial Reporting Standards as adopted by the IASB, and for
such internal control as the Board of Directors determines is necessary to cnable ‘the preparation of
financial statements thar are free from material misstatement, whether due to fraud ot ertor.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concem
and using the going concern basis of accounting unless the Board of Directors either intends to liquidate
the Group or to cease operations, or has no realistic alternatve but to do so.

The Board of Directors is responsibic for oversceing the Group's financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain rersonable assurance about whether the consolidated financial statements as
4 whole are free from matedal misstatement, whether due to fraud or etror, and to issue an auditor's
report that includes our opinion, Reasonable assurance is a high level of assumnce, 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 ot in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements,

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

¢ Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedutes responsive to those tisks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for out opinion,
The risk of not detecting 2 material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
mistepresentations, ot the override of internal control.

15
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® Obtain an understanding of intemnal control relevant to the audit in order 1o design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's intemal contral.

®  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Directors.

* Conclude on the appropriateness of the Board of Directors’ use of the going concem basis of
accounting and, based on the audit evidence obtained, whether a material uncertainy exists
related to events or conditions that may cast significant doubt on the Group's ability to continue
as a going concurn. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditot’s report to the celated disclosutes in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report, However, future events or conditions
may cause the Group to cease to continue as a going concern,

* FEvaluate the overall presentation, structure and content of the financial statemeats, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves 2 true and fair view.

* We communicate with the Board of Ditectots 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 ideatify during our audit.

® We also ptovide the Board of Directors 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, related safeguards.

® Prom the matrers communicated with the Board of Directors, we detetmine those matters that
were of most significance in the audit of the financial statements of the cutrent petiod and are
therefore the key audit matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in cxtremcly rate
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected - ourweigh - public
intetest benefits of such communication

Other Matter

This report, including the opinion, has been prepared for and only for the Company’s members as a
body and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for
any other purpose ot to any other person to whose knowledge this report may come to.

Ve mage| went py taer on the audit resulting in this independent auditor's report is Marin Kaffa.

!
{

l |
| /. /
I—. / -/ L
Maria I\ i11a
Cettified Public Accountant and Registered Auditor
for and on behalf of

Baker Tilly Klitou and Partnets Ltd

Certified Public Accountants and Registeted Auditors
Cornet C Hatzopoulou & 30 Griva Digheni Avenue

CY- 1066 Nicosia

Cyprus

Nicosia, 16 March 2022
16



ARGO GROUP LIMITED

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
YEAR ENDED 31 DECEMBER 2021
Year ended Year ended
31 December 31 December
2021 2020
Note US$000 US$000
Management fees 2,548 2,569
Performance fees 1,582 457
Other income 252 264
Revenue 2(e), 3 4,382 3,290
Legal and professional expenses 411) (511)
Management and incentive fees payable (312) (207
Operational expenses (698) (661)
Employee costs 4 (2,220 (2,161)
Foreign exchange (loss)/gain (8) 64
Bad debts 11 (740) (484)
Depreciation 9 (186) (198)
Operating loss 6 (193) (868)
Interest income 1,091 1,022
Realised and unrealized (losses)/gains on investments (600) 1,514
Profit on ordinary activities before taxation 3 298 1,668
Taxation 7 - -
Profit for the year after taxation attributable to 3 208 1,668
members of the Company
Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations €)))] (123)
Total comprehensive income for the year 267 1,545
Year ended Year ended
31 December 31 Decembet
2021 2020
US$ US$
Earnings per share (basic) 8 0.01 0.04
Earnings per share (diluted) 8 0.01 0.04

The directors consider that all results derive from continuing activities.

‘The notes on pages 21 to 43 form part of these consolidated financial statements.
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ARGO GROUP LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ASAT I DECEMBER 2021

At 31 December At 31 December
2021 2020
Nowe US$ 000 LIS$°000
Assets
Non-curtent assets
Land, fixtures, (ttings and equipment 9 290 484
I.(mns_nml_:l_n!}_':_\_pcc_s: 1'c_cci\r‘.1|)lc i 12 15,641 13,645
_T_qln_l non-cutrent assets - 13,931 14029
Current assets
Financial assets at fair value through prolin or loss 10 0,098 6,818
J.oan and advances receivable 12 122 13
‘I'rade and other recetvables 11 1,453 1,669
~Cash and cash equivalents _ 1,709 675
_Total current assets 9,382 0,175
Total asscts 3 23,313 23,304
Equity and Habilitics
Equity
Issued share capital 13 390 390
Share premium . 25,353 25353
Revenue reserve 420 122
Noreign currency translion reserve A 2(d) (3,086) _ (3,055)
_Total equity L - 23,077 22810
Cutrent liabilitics
‘I'rade and other payables A5 236 415
Taxation payable o T .
_Total current labilitics 3 236 415
Non-cutrent Liabilities
Trade and other payables 45 - 79
Total non-current labilities DAL e N
Total equity and labilitics 23313 23,304

These consolidated financial statements were approved by the Board of Directors on 16 March 2022 and
signed on its behall by: ‘ ’

{1 |

Kyrinkos Rialas Michael Kloter
Chief Jixecutive Olticer Non-lixecutive Chairman

"The notes on pages 21 to 43 form part off these consolidated financial stalements.




ARGO GROUP LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

YEAR ENDED 31 DECEMBER 2021

Foreign
Issued currency
share Share = Revenue translation
capital  premium reserve reserve Total
2020 2020 2020 2020 2020
Us$000 US$000 Us$000 US$000  US$000
Restated at 1 January 2020 390 25,353 (1,546) (2,932) 21,265
Total comprehensive income
Profit for the year after taxation - 1,668 1,668
Other comprehensive income (123) (123)
At 31 December 2020 390 25,353 122 (3,055) 22,810
Foreign
Issued currency
share Share  Revenue translation
capital premium reserve reserve Total
2020 2020 2020 2020 2020
US$°000 US$000 US$000 US$000  US$000
At 1 January 2021 390 25,353 122 (3,055) 22,810
Total comprehensive income
Profit for the year after taxation - 298 - 298
Other comprehensive income - €)))] (31
As at 31 December 2021 390 25,353 420 (3,086) 23,077

The notes on pages 21 to 43 form part of these consolidated financial statements.
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ARGO GROUP LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED 31 DECEMBER 2021

Year ended Year ended
31 December 31 December
2021 2020
Note US$000 US$000
Ne.t (.:z):sh inflow/ (outflow) from operating 15 213 (515)
activities
Cash flows from investing activities
Interest received on cash and cash equivalents 1 3
Disposal of financial assets at fair value through 10
profit or loss 1,105 11,797
Loan investments 12 - (11,200)
Purchase of fixtures, fittings and equipment 9 @ -
Net cash generated from investing activities 1,105 600
Cash flows from financing activities
Payment of lease liabilities 2(n) (251) (191)
Net cash used in financing activities (251) 191)
Net.mcrease / (dectease) in cash and cash 1,067 (106)
equivalents
Cash and cash equivalents at 1 January 2021 and 675 863
1 January 2020
Forelgr.l exchange loss on cash and cash (33) 82)
Equivalents
Cash and cash equivalents as at 31 December 1,709 675

2021 and 31 December 2020

The notes on pages 21 to 43 form part of these consolidated financial statements.
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

1.

(2)

CORPORATE INFORMATION

The Company is domiciled in the Isle of Man under the Companies Act 2006. Its registered office is at
33-37 Athol Street, Douglas, Isle of Man, IM1 1LB and the principal place of business is at 24-25 New
Bond Street, London, W1S 2RR. The ptincipal activity of the Company is that of a holding company
and the principal activity of the wider Group is that of an investment management business. The
functional currencies of the Group undertakings are US dollars, Sterling, Euros and Romanian Lei.
The presentational cutrency is US dollars. The Group has 18 (2020: 20) employees.

Wholly owned subsidiaries Country of incorporation
Argo Capital Management Limited United Kingdom

Argo Property Management St Romania
ACCOUNTING POLICIES

Accounting convention

These consolidated financial statements have been prepared on a historical cost basis, except for the
revaluation of certain financial instruments, and in accordance with International Financial Reporting
Standards, as adopted by the EU.

Going concern
The financial statements have been prepared on a going concern basis which assumes that the Group
will be able to meet its liabilities as they fall due for the foreseeable future.

The Directors have carried out a rigorous assessment of all the factors affecting the business in
deciding to adopt the going concern basis for the preparation of the accounts. They have reviewed
and examined the Group’s financial and other processes including the annual budgeting process and
expect the Group to have sufficient cash resources available in the foreseeable future. This has
included the preparation of forecast financial information focussed on cash flow requirements through
to at least March 2022. These forecasts reflect current cost patterns of the Group and take into
consideration current liquidity constraints of funds under management and therefore their ability to
settle management fees and other receivables (refer to notes 11 and 12).

On the basis of review of this forecast financial information, the liquid assets cutrently held and
forecast inflows duting the period, the Directors are confident that the Group has adequate financial
resources available to continue in operational existence for the foreseeable future and therefore
continue to adopt the going concern basis for preparing the consolidated financial statements.

The Directors have therefore concluded that it is appropriate to prepare the consolidated financial
statements on a going concern basis.
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

2.

(®)

©

(@)

ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries. Subsidiaries are consolidated from the date upon which control is transfesred to the
Company and cease to be consolidated from the date upon which control is transferred from the
Company.

Where necessary, adjustments are made to the financial statements of subsidiaries to bting the
accounting policies used into line with those used by the Company. All intra-group transactions,
balances, income and expenses ate eliminated on consolidation.

Business combinations

The acquisition of subsidiaries is accounted for using the acquisition method. The cost of the
acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets given,
liabilities incurred or assumed and equity instruments issued by the Group in exchange for control of
the acquiree, plus any costs directly attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under
TFRS 3 are recognised at their fair value at the acquisition date.

Goodwill

Goodwill arising on the consolidation represents the excess of the cost of the acquisition over the
Company’s interest in the fair value of the identifiable assets and liabilities of a subsidiary at the date of
acquisition. Any excess of the Company's interest in the fair value of the identifiable assets and
liabilities over the cost of the acquisition (negative goodwill) is immediately recognised in the
Consolidated statement of profit or loss. Goodwill is initially recognised as an asset at cost and is
subsequently measured at cost less any accumulated impairment losses. Goodwill which is recognised
as an asset is reviewed at least annually for impairment. Any impairment is recognised immediately in
the Consolidated statement of profit or Joss.

Impairment of intangible assets

At each reporting date the Group reviews the catrying amounts of its intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss, if any.

Recoverable amount is the higher of fair value less costs to sell and value in use. 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
for which the estimates of future cash flows have been adjusted.

If the recoverable amount of an asset is estimated to be less than its cartying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognised as an
expense immediately, unless the relevant asset is carried at a tevalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Foreign currency translation

The consolidated financial statements are expressed in US dollars. Transactions denominated in
cutrencies other than US dollars have been translated at the rate of exchange prevailing at the date of
the transaction. Assets and liabilities in other currencies are translated to US dollars at the rates of
exchange prevailing at the reporting date. The resulting profits or losses are reflected in the
Consolidated statement of profit or loss.
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

2.
(@)

(©)

®

(2)

ACCOUNTING POLICIES (continued)

Foreign currency translation (continued)

For the purpose of presenting consolidated financial statements, the assets and liabilities of the
Group’s foreign operations are translated at exchange rates prevailing on the reporting date. Income
and expense items are translated at the average exchange rates for the year. Exchange differences
arising, if any, are classified as equity and transferred to the Group’s foreign currency translation
reserve.

Revenue
Revenue is recognised to the extent that it is probable that economic benefit will flow to the Group
and the revenue can be reliably measured.

Management and incentive fees receivable
The Group recognises revenue for providing management services to funds. Revenue is accrued on a
monthly basis on completion of management services. In the Argo funds revenue is based on the
assets under management of each mutual fund.

Incentive fees arise monthly, quarterly or on realisation of an investment. Incentive fees are recognised
in the month they atise.

Depreciation
Plant and equipment is initially recorded at cost and depreciated on a straight-line basis over the
expected useful lives of the assets, after taking into account the assets” residual values, as follows:

Leasehold 20% per annum

Fixtures and fittings 33 1/3% per annum
Office equipment 33 1/3% per annum
Computer equipment and software 33 1/3% per annum

IFRS 9 "Financial instruments''

The standard requires debt financial assets to be classified into two measurement categoties: those to
be measured subsequently at fair value (either through other comprehensive income (FVOCI) or
through profit or loss (either FVTPL or FVPL) and those to be measured at amortized cost. The
determination is made at initial recognition. For debt financial assets the classification depends on the
entity's business model for managing its financial instruments and the contractual cash flows
characteristics of the instruments. For equity financial assets it depends on the entity's intentions and
designation.

In particular, assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost. Assets that are held
for collection of contractual cash flows and for selling the financial assets, where the assets' cash flows
teptresent solely payments of principal and interest, are measured at fair value through other
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the yeatr ended 31 December 2021

2.

®

(h)

ACCOUNTING POLICIES (continued)
IFRS 9 "Financial instruments'' (continued)

comprehensive income. Lastly, assets that do not meet the criteria for amortised cost or fair value
through othetr comprehensive income are measured at fair value through profit or loss.

For investments in equity instruments that are not held for trading, the classification depends on
whether the entity has made an irrevocable election at the time of initial recognition to account for the
equity investment at fair value through other comprehensive income. 1f no such election has been
made or the investments in equity instruments are held for trading they are required to be classified at
fair value through profit or loss.

IFRS 9 also introduces a single impairment model applicable for debt instruments at amortised cost
and fair value through other comprehensive income and removes the need for a triggering event to be
necessary for recognition of impairment Josses. The new impairment model under IFRS 9 requires the
recognition of allowances for doubtful debts based on expected credit losses (ECL), rather than
incurred credit losses as under 1AS 39. The standard further introduces a simplified approach for
calculating impairment on trade teceivables as well as for calculating impairment on contract assets and
lease receivables; which also fall within the scope of the impairment requirements of IFRS 9.

Financial liabilities are initially recognised at fair value and classified as subsequently measured at
amortised cost, except for (i) financial liabilities at FVTPL: this classification is applied to derivatives,
financial liabilities held for trading (e.g. short positions in securities), contingent consideration
recognised by an acquirer in a business combination and other financial liabilities designated as such at
initial recognition and (ii) financial guarantee contracts and loan commitments. A financial liability is
derecognised when the obligation under the liability is discharged or cancelled or expires.

Trade date accounting

All ‘regular way’ purchases and sales of financial assets are recognised on the ‘trade date’, i.e. the date
that the entity commits to purchase or sell the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of the asset within the time frame generally established by
tegulation ot convention in the market place.

Financial instruments
Financial assets — Classification

The Group classifies its financial assets in the following measurement categoties:

e those to be measured subsequently at fair value (either through OCI or through profit or loss), and
o those to be measured at amortised cost

The classification and subsequent measurement of debt financial assets depends on: (i) the Group's
business model for managing the related assets portfolio and (if) the cash flow characteristics of the
asset. On initial recognition, the Group may irrevocably designate a debt financial asset that otherwise
meets the requirements to be measured at amortized cost or at FVOCI at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

All other financial assets are classified as measured at FVIPL.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCIL. For
investments in equity instruments that are not held for trading, this will depend on whether the Group
has made an itrevocable election at the time of initial recognition to account for the equity investment
at fair value through other comprehensive income (FVOCI).
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

2.
®

G)

()

ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Currently the Group holds only investments which have been classified as financial assets at fair value
through profit or loss. Investments held at fair value in managed mutual funds are valued at fair value
of the net assets as provided by the administrators of those funds. Where funds contain level 3 assets
the Directors will consider the carrying value based on information regarding future expected cash
flows using appropriate valuation techniques such as discounted cash flow analysis. Investment in the
management shares of The Argo Fund Limited is stated at fair value, being the recoverable amount.

Financial assets — Measutement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss (FVIPL), transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
FVTPL are expensed in profit or loss. Fair value at initial recognition is best evidenced by the
transaction price. A gain or loss on initial recognition is only recorded if there is a difference between
fair value and transaction price which can be evidenced by other obsetrvable current market
transactions in the same instrument or by a valuation technique whose inputs include only data from
observable markets.

Financial assets - impairment - credit loss allowance for ECL

The Group assesses on a forward-looking basis the ECL for debt instruments (including loans)
measured at Amortized Cost and FVOCI and with the exposure atising from loan commitments and
financial guarantee contracts. The Group measures ECL and recognises credit Joss allowance at each
repotting date. The measurement of ECL reflects: (i) an unbiased and probability weighted amount
that is determined by evaluating a range of possible outcomes, (i) time value of money and (iii) all
reasonable and supportable information that is available without undue cost and effort at the end of
each reporting period about past events, cutrent conditions and forecasts of future conditions.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprtise cash at bank. Cash
and cash equivalents are carried at Amortized Cost because: (i) they are held for collection of
contractual cash flows and those cash flows represent SPPI, and (ii) they are not designated at FVTPL.

Financial Liabilities

Financial liabilities are initially recognised at fair value and classified as subsequently measured at
amortised cost, except for (i) financial liabilities at FVTPL: this classification is applied to derivatives,
financial liabilities held for trading (e.g. short positons in securities), contingent consideration
recognised by an acquirer in a business combination and other financial liabilities designated as such at
initial recognition and (i) financial guarantee contracts and loan commitments.

Loans and borrowings

Loans and borrowings are recognised initally at fair value, net of transaction costs incurred. Loans and
borrowings are subsequently carried at amortised cost. Any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in profit or loss over the petiod of the
botrowings, using the effective interest method, unless they are directly attributable to the acquisition,
construction or production of a qualifying asset, in which case they are capitalised as part of the cost of
that asset. Loans and borrowings are classified as current liabilities, unless the Group has an
unconditional right to defer settlement of the liability for at least twelve months after the statement of
financial position date.

Current taxation

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, The tax rates and tax laws used to compute the amounts are those enacted or
substantively enacted by the reporting date.
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

2.
)

O

(m)

()

ACCOUNTING POLICIES (continued)

Current taxation (continued)

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit
as reported in the Consolidated statement of profit or loss because it excludes items of income or
expense that are taxable or deductible in other periods or because it excludes items that are never
raxable or deductible.

Deferred taxation

Defetred income tax is provided for using the liability method on temporary timing differences at the
reporting date between the tax basis of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred tax liabilities are recognised in full for all temporary differences.
Deferred tax assets are recognised for all deductible temporary differences, carried forward unused tax
credits and unused tax losses to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences and carry-forward of unused tax credits and unused losses
can be utilised.

The cartying amount of deferred income tax assets is revalued at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all of part
of the deferred income tax asset to be utilised. Unrecognised deferred income tax assets ate reassessed
at cach repotting date and ate recognised to the extent that is probable that future taxable profits will
allow the defetred tax asset to be recovered. Deferred income tax assets and liabilities are measured at
the tax rates that are expected to apply in the year when the asset is realised or the liability settled,
based on tax rates that have been enacted or substantively enacted at the reporting date.

Accounting estimates, assumptions and judgements

The preparation of the consolidated financial statements necessitates the use of estimates, assumptions
and judgements. These estimates, assumptions and judgements affect the reported amounts of assets,
liabilities and contingent liabilities at the reporting date as well as affecting the reported income and
expenses for the year. Although the estimates are based on management’s knowledge and best
judgment of information and financial data, the actual outcome may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
and ptior periods, or in the petiod of the revision and future periods if the revision affects both
current and future petiods.

In the process of applying the Group’s accounting policies, which are described above, management
has made best judgements of information and financial data that have the most significant effect on
the amounts recognised in the consolidated financial statements:

- Investmments fair value
= Management fees

= Trade receivables

- Going concern

- Loans and advances

It has been assumed that, when available, the audited financial statements of the funds under the
Group's management will confirm the net asset values used in the calculation of management and

performance fees receivable,

Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. To assess whether a contract conveys the right to control the use of an

identified asset, the Group assesses whether:

the contract involves the use of an identified asset this may be specified explicitly or implicitly and should
be physically distinct or represent substantially all of the capacity of a physically distinct asset. If the supplier

has a substantive substitution right, then the asset is not identified;
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021
2.  ACCOUNTING POLICIES (continued)

(n) Leases (continued)
— the Group has the right to obtain substantially all of the economic benefits from use of the asset throughout
the period of use; and
— the Group has the right to direct the use of the asset. The Group has this right when it has the
decision-making rights that are most relevant to changing how and for what purpose the asset is used. In rare
cases where the decision about how and for what purpose the asset is used is predetermined, the Group has
the right to direct the use of the asset if either:
— the Group has the right to operate the asset; or
— the Group designed the asset in a way that predetermines how and for what purpose it will be used.

At inception or on reassessment of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices. However,
for the leases of land and buildings in which it is a lessee, the Group has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Group as lessee

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 the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial ditect costs incurred and an estimate of costs
to dismantle and remove the underlying asset ot to restote the undetlying asset or the site on which it is located,
less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to
the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The estimated useful
lives of right-of-use assets are determined on the same basis as those of property and equipment. In addition, the
right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group's incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as
the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:

-fixed payments, including in-substance fixed payments;

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

-amounts expected to be payable under a residual value guarantee; and

-the exercise price under a purchase option that the Group is reasonably certain to exetcise, lease payments in an
optional renewal period if the Group is reasonably certain to exercise an extension option, and penalties for eatly
termination of a lease unless the Group is reasonably certain not to terminate eatly.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is
a change in future lease payments arising from a change in an index or rate, if there is a change in the Group 's
estimate of the amount expected to be payable under a residual value guarantee, or if the Group changes its
assessment of whether it will exercise a purchase, extension ot termination option.

27



ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

2.

(@)
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ACCOUNTING POLICIES (continued)

Financial instruments and fair value hierarchy

The following represents the fair value hierarchy of financial instruments measured at fair value in the
consolidated statement of financial position. The hierarchy groups financial assets and liabilities into
three levels based on the significance of inputs used in measuring the fair value of the financial assets
and liabilities. The fair value hierarchy has the following levels:

Level 1: quoted prices (unadjusted) in active markets for identical assets o liabilities;

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or inditectly (i.e. detived from prices); and

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

The level within which the financial asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.

Future changes in accounting policies

IASB (International Accounting Standards Board) and IFRIC (Intetnational Financial Reporting
Interpretations Committee) have issued the following standards and interpretations with an effective date
after the date of these financial statements:

(i) Not adopted by the EU

New/Revised International Financial Reporting Standards Effective date - not yet

{IAS/IFRS) endorsed by the EU

Amendments to IAS 12 Presentation of Financial Statements:
Classification of Liabilities as Current or Non-current and
Classification of Liabilities as Current or Non-current - Deferral of
Effective Date (issued on 23 January 2020 and 15 July 2020
respectively) 1 January 2023

Amendments to IAS 1 Presentation of Financial Statements and
IFRS Practice Statement 2: Disclosure of Accounting policies (issued
on 12 February 2021) 8 July 2021

Amendments to IAS 8 Accounting policies, Changes in Accounting
Estimates and Errors: Definition of Accounting Estimates (issued on
12 February 2021) 1 January 2023

Amendments to IAS 12 Income Taxes: Deferred Tax related to
Assets and Liabilities arising from a Single Transaction (issued on 7
May 2021) 1 January 2023

Amendments to IFRS 17 Insurance contracts: Initial Application of
IFRS 17 and IFRS 9 — Comparative Information (issued on 9
December 2021) 1 January 2023

@

The Directors do not expect the adoption of these standards and interpretations to have a material impact
on the Group’s financial statements in the period of initial application.

Dividends payable

Interim and final dividends are recognised when declared.
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3.

SEGMENTAL ANALYSIS

The Group operates as a single asset management business. The operating results of the companies set
out in note 1 above are regularly reviewed by the Directors for the purposes of making decisions about
resoutces to be allocated to each company and to assess performance. The following summary
analyses revenues, profit or loss, assets and liabilities:

Argo Capital

Argo Capital

Argo Management Argo Capital Management
Group (Cyprus) Management Property Year ended
Ltd Limited Limited Limited 31 December
2021 2021 2021 2021 2021
US$°000 US$%000 US$°000 US$000 US$°000
Total revenues for . 4,130 252 4,382
reportable segments
Intersegment revenues - = - -
Total profit/(loss) for 180 544 426) 298
reportable segments
Intersegment ) . i .
profit/(loss)
Total assets for 20,661 2,426 226 23,313
reportable segments
Total liabilities for 28 185 23 236
reportable segments
Revenues, profit or loss, assets and liabilities may be reconciled as follows: Year ended
31 December
2021
US$°000
Revenues
Total revenues for reportable segments 4,382
Elimination of intersegment revenues -
Group revenues 4,382
Profit or loss
Total profit for reportable segments 298
Other unallocated amounts (-)
Profit on ordinary activities 298
Assets
Total assets for reportable segments 26,748
Elimination of intersegment receivables (3,435)
Group assets 23,313
Liabilities
Total liabilities for seportable segments 3,671
Elimination of intersegment payables (3,435)
Group liabilities 236
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3. SEGMENTAL ANALYSIS (continued)

Argo Management
Group (Cyprus)
Lid Limited
2020 2020
US$000 USs$000
Total revenues for
30
reportable segments
Intersegment revenues -
Total profit/(loss) for 2,850 421)
reportable segments
Intersegment
profit/(loss) 392 (352)
Total assets for 21,472
reportable segments
Total liabilities for 4

reportable segments

Argo Capital

Argo Capital

Argo Capital Management
Management Property Year ended
Limited Limited 31 December
2020 2020 2020
US$’000 US$°000 US$000
3,025 235 3,290
(203) (558) 1,668
1,541 283 23,304
394 55 494

Revenues, profit or loss, assets and liabilities may be reconciled as follows:

Year ended

31 December
2020
US$000
Revenues
Total revenues for reportable segments 3,290
Elimination of intersegment tevenues -
Group revenues 3,290
Profit or loss
Total profit for reportable segments 1,668
Other unallocated amounts O]
Profit on ordinary activities 1,668
Assets
Total assets for reportable segments 26,606
Elimination of intersegment teceivables (3,302
Group assets 23,304
Liabilities
Total liabilities for reportable segments 3,796
Elimination of intersegment payables (3,302)
Group liabilities 494
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4.

EMPLOYEE COSTS
Year ended Year ended
31 December 31 December
2021 2020
US$°000 US$000
Wages and salaries -under employment contract 1,682 1,614
Wages and salaties — under setvice contract 250 263
Social security costs 187 189
Other 101 95
2,220 2,161
KEY MANAGEMENT PERSONNEL REMUNERATION
Included in employee costs are payments to the following:
Year ended Year ended
31 December 31 December
2021 2020
US$000 US$000
Directors and key management personnel 1,051 989
The remuneration of the Directors of the Company for the year was as follows:
Year ended Year ended
Cash 31 December 31 December
Salaries Fees Benefits bonus 2021 2020
US$000 US$000 US$000 US$000 US$000 USs$000
Executive
Directors
Kyriakos Rialas 225 - = = 225 217
Andreas Rialas 218 - 15 233 216
Non-Executive
Directors
Michael Kloter = 56 - = 56 55
David Fisher = 34 = 34 32
Ken Watterson 34 34 32
OPERATING LOSS
Operating profit is stated after charging:
Year ended Year ended
31 December 31 December
2021 2020
Us$000 US$000
Auditors’ remuneration 56 67
Depreciation -owned assets 7 10
Depreciation — right of use assets 189 187
Directors fees and key management personnel 1,051 989
33 18
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ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2021

7.

TAXATION

Taxation rates applicable to the parent company and the UK, and Romanian subsidiaries range from

0% to 19% (2020: 0% to 19%).

Consolidated statement of profit ot loss
Year ended

31 December
2021
US$000

Taxation charge for the year on Group companies

Year ended
31 December
2020

US$°000

Tax on profit on ordinary activities

The tax charge for the year can be reconciled to the profit on ordinary activities before taxation shown in the

consolidated statement of profit or loss as follows:

Year ended Year ended
31 December 31 December
2021 2020
US$000 uUs$’000
Profit before tax 298 1,668
Applicable Isle of Man tax rate for Argo Group Limited of 0% = 8
Timing differences 3 2
Non-deductible expenses 2 1
Other adjustments (108) 55
Tax effect of different tax rates of subsidiaties operating in
other jurisdictions 109 (54)
Tax charge - -
Consolidated statement of financial position
At 31 December At 31 December
2021 2020
US$000 US$’000

Corporation tax payable/receivable =

EARNINGS PER SHARE

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is
determined by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding, adjusted for the effects of all dilutive

potential ordinary shares (see note 20).
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8.

EARNINGS PER SHARE (continued)

Year ended Year ended

31 December 31 December

2021 2020

US$°000 US$°000

Profit for the year after taxation attributable to members 298 1,668

No. of No. of

Shares Shares

We1ghted average number of ordinaty shares for basic 38.959,986 38,959,986

earnings

Effect of dilution (note 20) 3,895,998 4,340,000

Welghted average number of ordinary shares for diluted 42,855,984 43,299,986
earnings per share

Year ended Year ended

31 December 31 December

2021 2020

US$ US$

Earnings per share (basic) 0.01 0.04

0.01 0.04

Earnings per share (diluted)
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9. LAND, FIXTURES, FITTINGS AND EQUIPMENT

Right of use Fixtures,
asset fittings & Land

US$°000 US$°000 US$000 US$000
Cost
At 1 January 2020 808 260 179 1,247
Additons i -
Disposals )
Foreign exchange movement 25 6 17 48
At 31 December 2020 833 266 196 1,295
Additons - 1 . 1
Disposals (92) (62) = (154)
Foreign exchange movement © ) (14) 27)
At 31 December 2021 732 201 182 1,115
Accumulated Depreciation
At 1 January 2020 344 242 - 586
Depreciation chatge for period 188 10 B 198
Disposals - =
Foreign exchange movement 23 4 = 27
At 31 December 2020 555 256 - 811
Depteciation charge for period 179 7 - 186
Disposals 92) (62) B (154)
Foreign exchange movement ® (10) - (18)
At 31 December 2021 634 191 . 825
Net book value
At 31 December 2020 278 10 196 484
At 31 December 2021 98 10 182 290
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10.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December 31 December
2021 2021
Holding  Investment in management shares Total cost Fair value
USs$000 US$000
10 The Argo Fund Ltd - E
Holding Investment in ordinary shares Total cost Fair value
US$000 US$000
16,920 The Argo Fund Ltd* 4,648 6,098
4,648 6,098
31 December 31 December
2020 2020
Holding  Investment in management shares Total cost Fair value
US$000 US$000

10 The Argo Fund Ltd
Holding  Investment in ordinary shares Total cost Fair value
Us$000 US$000
20,061 The Argo Fund Litd* 5,511 6,818
5,511 6,818

*Classified as cutrent in the consolidated statement of financial position
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11. 'TRADE AND OTHER RECEIVABLES

At 31 At 31

December December

2021 2020

US$ 000 US$ ’000

Trade receivables — Gross 2,814 1,291
Less: provision for impairment of trade receivables (1,499) (780)
Trade receivables — Net 1,315 512
Other receivables 34 1,061
Prepayments and accrued income 99 95
1,448 1,669

The Directors consider that the carrying amount of trade and other receivables approximates their fair
value. All trade receivable balances are either recoverable within one year from the reporting date or are
fully provided for. Since the year end the Group received US$1.3million in full settlement of these trade
receivables.

The movement in the Group’s provision for impairment of trade and loan receivables is as follows:

At 31 December At 31 December

2021 2020

US$ °000 US$ 000

As at 1 January 14,101 12,405
Bad debt recovered

Provision charged during the year 740 484

Foreign exchange movement (589) 1,212

As at 31 December 14,252 14,101

At year end, the provision for impairment of loan receivables related to balances previously owed by Argo
Real Estate Opportunities Fund Limited for US$12.8 million (2020: US$13.3 million). During the year, Argo
Real Estate Opportunities Fund Limited was put into voluntary liquidation and its balance payable to Argo
Group Limited was transferred to Argo Real Estate Limited Partnership “ARE LP” (note 16)
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12. LOANS AND ADVANCES RECEIVABLE

At 31 December At 31 December

2021 2020

US$000 US$000

Deposits on leased premises — current 122 13

Decposits on leased premises - non-current - 111
Other loans and advances receivable — current

Other loans and advances receivable — non-current 13,641 13,534

13,763 13,658

The deposits on leased premises relate to the Group’s offices in London and Romania.
Other loans and advances receivable relates to a loan for $11.2 million (€10.2 million) made in February
2020 by Argo Group Limited to ARE LP, an entity that is 100% owned by Andreas Rialas. The loan

catries an interest rate of 9%.

The Group also has a balance receivable for $12.8 million (€11.2 million) from ARE LP (note 11). The
carrying value of this balance is $nil.

13.  SHARE CAPITAL

The Company’s authorised share capital is unlimited ordinaty shares with a nominal value of US$0.01.

31 December 31 December 31 December 31 December

2021 2021 2020 2020
No. US$000 No. US$000

Issued and fully paid
Ordinary shares of US$0.01 each 38,959,986 390 38,959,986 390
38,959,986 390 38,959,986 390

The Directors do not recommend the payment of a final dividend for the year ended 31 December 2021
(31 December 2020: US$nil).
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14.

15.

TRADE AND OTHER PAYABLES

At 31 December At 31 December
2021 2020
US$ 000 US$ 000
Trade creditors 37 118
Other creditors and accruals 199 297
Total current trade and other payables 236 415
Trade creditors are normally settled on 30-day terms.
At 31 December At 31 December
2021 2020
US$ 000 US$ °000
Other creditors and accruals 79
Total non-current trade and other payables 79

RECONCILIATION OF NET CASH OUTLOW FROM OPERATING ACTIVITIES TO
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Year ended Year ended

31 December 31 December

2021 2020

US$ 000 US$ ’000

Profit on ordinary activities before taxation 298 1,668

Interest income (1,091) (1,022)

Depreciation 186 198

Provision for bad debts 740 484

(Decrease)/increase in payables ® (38)

(Increase)/decrease in receivables (519) (201)

Decrease/ (increase) in fair value of current asset 599 (1,520)
investments

Net foreign exchange (gain)/loss 8 (64)

Income taxes paid (20)

Net cash inflow/ (outflow) from operating activities 213 (515)
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16.

17.

(2)

(b)

(©)

G

RELATED PARTY TRANSACTIONS

All Group revenues derive from funds or entities in which two of the Company’s directors, Andreas
Rialas and Kyriakos Rialas, have an influence through directorships and the provision of investment
services.

At the reporting date the Company holds an investment in The Argo Fund Limited. This investment is
reflected in the consolidated financial statements at a fair value of US$6.1 million (31 December 2020:
US$6.8 million).

At the year end, the Group was owed $13.6 million (note 12) by ARE LP, an entity that is 100% owned
by Andreas Rialas. This balance relates to a loan made to ARE LP in February 2020 that was lent
onwards for the refinancing of Riviera Shopping City in Odessa, Ukraine. The Group has a fixed charge
security on the back to back loan in ARE LP. The loan carries an interest rate of 9% per annum.

During the year, a balance owed by Argo Real Estate Opportunities Fund Limited for US$12.8 million
(€11.2 million) (31 December 2020: US$13.3 million (€11.2 million)) was assigned to Argo Real Estate
Limited Partnership. These balances are carried at US$ nil (31 December 2020: US$ nil) in the financial
statements.

FINANCIAL INSTRUMENTS RISK MANAGEMENT

Use of financial insttuments

The wider Group has maintained sufficient cash reserves not to use alternative financial instruments to
finance the Group’s operations. The Group has various financial assets and liabilities such as trade and
other receivables, loans and advances, cash, short-term deposits, and trade and other payables which
arise directly from its operations.

The Group’s non-subsidiary investments in funds wete entered into with the purpose of providing seed
capital, supporting liquidity and demonstrating the commitment of the Group towards its fund investors.

Market risk

Market risk is the risk that a decline in the value of assets adversely impacts on the profitability of the
Group, cither as a result of an asset not meeting its expected value or through the decline of assets under
management generating lower fees. The principal exposures of the Group are in respect of its seed
investments in its own funds (refer to note 10). Lower management fee and incentive fee revenues could
result from a reduction in asset values.

Capital risk management

The primary objective of the Group’s capital management is to ensure that the Company has sufficient
cash and cash equivalents on hand to finance its ongoing operations. This is achieved by ensuring that
trade receivables are collected on a timely basis and that excess liquidity is invested in an optimum
manner by placing fixed short-term deposits or using interest bearing bank accounts.

At the year-end cash balances were held at Royal Bank of Scotland and Banca Transilvana.

Credit/counterparty risk

The Group will be exposed to counterparty risk on parties with whom it trades and will bear the risk of
settlement default. Credit risk is concentrated in the funds under management and in which the Group
holds significant investments as detailed in notes 10, 11 and 12. As explained within these notes the
Group is experiencing collection delays with regard to management fees receivable and monies
advanced. Some of the investments in funds under management (note 10) are illiquid and may be subject
to events materially impacting recoverable value.

The Group’s principal financial assets are bank and cash balances, trade and other receivables and
investments held at fair value through profit or loss. These represent the Company’s maximum exposure
to credit fisk in relation to financial assets and are represented by the carrying amount of each financial
asset in the statement of financial position.At the reporting date, the financial net assets past due but not
impaired amounted to US$nil (2020: US$nil).
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19.

€)

®

®

FINANCIAL INSTRUMENTS RISK MANAGEMENT (continued)

Liquidity risk

Liquidity risk is the risk that the Group may be unable to meet its payment obligations. This would be
the risk of insufficient cash resources and liquid assets, including bank facilities, being available to meet
liabilities as they fall due.

The main liquidity risks of the Group are associated with the need to satisfy payments to creditors. Trade
payables are normally on 30-day terms (note 14).

As disclosed in note 2(a), Accounting Convention: Going Concern, the Group has performed an
assessment of available liquidity to meet liabilities as they fall due duting the forecast petiod. The Group
has concluded that it has sufficient resources available to manage its liquidity risk during the forecast
period.

Foreign exchange risk
Foreign exchange risk is the risk that the Group will sustain Josses through adverse movements in
currency exchange rates.

‘The Group is subject to short-term foreign exchange movements between the calculation date of fees in
currencies other than US dollars and the date of settlement. The Group holds cash balances in US
Dollars, Sterling, Romanian Lei and Euros with carrying amounts as follows: US dollar — US$1.5 million,
Sterling — US$0.09 million and Euros - US$0.06 million.

If there was a 5% increase or decrease in the exchange rate between the US dollar and the other
operating currencies used by the Group at 31 December 2021 the exposure would be 2 profit or loss to
the Consolidated statement of comprehensive income of approximately US$0.008 million (2020:
US$0.004 million).

Interest rate risk
The interest rate profile of the Group at 31 December 2021 is as follows:

Instruments
Total as per Variable Fixed on which no
balance interest rate  intetrest rate interest is
sheet instruments*  instruments receivable
US$ *000 US$°000 US$ 000 US$ 000
Financial Assets
Financial assets at fair value
through profit or loss 6,098 i ) 6,098
Loans and receivables 15,216 11 13,641 1,464
Cash and cash equivalents 1.709 . 1.709
23,023 111 13,641 9,271
Financial liabilities
Trade and other payables 236 _ 124 112

* Changes in the interest rate may cause movements.

Any movement in interest rates would have an immaterial effect on the profit/(loss) for the year.

40



ARGO GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2021

19. FINANCIAL INSTRUMENTS RISK MANAGEMENT (continued)

The interest rate profile of the Group at 31 December 2020 is as follows:

Instruments
Total as per Variable Fixed on which no
balance interest rate interest rate interest is
sheet instruments* instruments receivable
USS$ 000 US$ 000 US$ 000 USs$ *000
Financial Assets
Financial assets at fair value
through profit or loss 6818 ) . 6818
Loans and receivables 15,327 111 13,535 1,681
Cash and cash equivalents 675 18 113 544
22,820 129 13,648 9,043
Financial liabilities
Trade and other payables 494 - 290 204

* Changes in the interest rate may cause movements.

The average interest rate at the year end was 0.02%. Any movement in interest rates would have an
immaterial effect on the profit/(loss) for the year.

(h) Fair value
The carrying values of the financial assets and liabilities approximate the fair value of the financial assets
and liabilities and can be summatised as follows:

At 31 At 31
December December
2021 2020
US$ 000 US$ 000
Financial Assets

Financial assets at fair value through profit or loss 6,098 6,818
Loans and receivables 15,216 15,327
Cash and cash equivalents 1,709 675
23,023 22,820

Financial Liabilities
Trade and other payables 236 494

Financial assets and liabilities, other than investments, are either repayable on demand or have short
repayment dates. The fair value of investments is stated at the redemption prices quoted by fund
administrators and are based on the fair value of the underlying net assets of the funds because, although
the funds are quoted, there is no active market for any of the investments held.
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19. FINANCIAL INSTRUMENTS RISK MANAGEMENT (continued)
Fair value hierarchy
The table below analyses financial instruments measured at fair value at the end of the reporting period

by the level of the fair value hierarchy (note 20).

At 31 December 2021
Level 1 Level 2 Level 3 Total
US$ 000 US$ 000 US$ ’000 US$ °000
Financial assets at fair
_value through profit or - 6,098 - 6.098
At 31 December 2020
Level 1 Level 2 Level 3 Total
US$ °000 US$ 000 US$ *000 US$ *000
Financial assets at fair value
through profit or loss - 6,818 - 6,818

20. SHARE-BASED INCENTIVE PLANS

To incentivise personnel and to align their interests with those of the shareholders of Argo Group
Limited, Argo Group Limited has granted share options to directors and employees under The Argo
Group Limited Employee Stock Option Plan. The options are exercisable within 10 years of the grant
date.

The fair value of the options granted during the period was measured at the grant date using a Black-
Scholes model that takes into account the effect of certain financial assumptions, including the option
exercise price, current share price and volatility, dividend yield and the risk-free interest rate. The fair
value of the options granted is spread ovet the vesting period of the scheme and the value is adjusted to
reflect the actual number of shares that are expected to vest.

The principal assumptions for valuing the options are:

Exercise price (pence) 21.0
Weighted average share price at grant date 19.0
Average option life at date of grant (years) 10.0
Expected volatility (% p.a.) 15.0
Dividend yield (% p.a.) 10.0
Risk-free interest rate (% p.a.) 2

The fair value of options granted is recognised as an employee expense with a corresponding increase in
equity. The total charge to employee costs in respect of this incentive plan is £nil (2020: £nil).

The number and weighted average exercise price of the share options during the period is as follows:

Weighted average No. of share
exercise price options
Outstanding at beginning of period 24.0p 4,115,000
Granted during the period 21.0p 3.645.998
Forfeited during the period 24.0n {3.865.000)
Outstanding at end of period 21.2p 3.895.998
Exercisable atend of period 21.2n 3.895.998

Outstanding share options ate contingent upon the option holder remaining an employee of the Group.
The weighted average fair value of the options issued during the period was £Nil (2020: LNiD).
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21. SUBSEQUENT EVENT

In February 2022, the Ukraine-Russia crisis deteriorated, and the current conflict could adversely impact
the Group. A Joss of rental income and/or physical damage to Riviera Shopping City in Odessa, Uktaine
would hinder the repayment of the loan receivable from Argo Real Estate LP. The maximum exposure
for the loan at year end was US$13.6 million (note 12),

Management is monitoring the situation closely and does not expect that the uncertain situation in
Ukraine will affect the Group’s ability to continue in business for the foreseeable future.
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