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Berhan Insurance S.C.

SYNOPSIS OF THE COMPANY

Berhan Insurance S.C is one of the private insurance companies operating in
the Ethiopian insurance market. It was established on October 30, 2010 with
a paid up capital of Birr 9.7 Million, under proclamation No. 86/1994 by the
initiation of Berhan Bank S.C and through the investment of 455 visionary
founders to engage in non-life /general/ insurance business. Currently, the
number of shareholders reached over 1,700 and the paid up capital as at
30th June 2023 was Birr 258.3 million. Its Head Quarter is situated in Addis
Ababa Bole Road Wello Sefer Round About on Garad City Center 7th Floor.

Since it became operational on June 1, 2011, Berhan Insurance S.C is
dedicated to deliver quality insurance solutions to its customers through
its 32 business channels (30 full-fledged branch offices and two contact
office), out of which 20 of them are located in the capital and the remaining 12
are situated in economically vibrant regional towns.

Strategic Foundations of the Company

To become an “Insurance Company of
popular choice.”

To provide insurance service to the public in
a professional way & satisfy all stakeholders.

Good Governance, Result-Oriented Service &

Integrity, Honesty, Transparency, Efficiency,
Non-Discrimination.




A table depicting key performance indicators that describe the company’s
progressive performance for the last five consecutive budget years.

In ‘000 Birr
Parameters 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23
Gross Written Premium 121,860 139,820 176,350 242,585 409,269
Net Written Premium 96,672 108,475 137,622 181,274 301,185
Earned Premium 88,039 105,098 118,036 153,639 | 229,097
Net Claims Incurred (44,607) (45,727)| (56,327)| (77,722)| (118,753)
Underwriting Result 44,821 61,448 65,027 82,715 122,732
Investment Income 22,393 28,610 34,996 42,106 60,812
Net Profit 24,423 33,840 42,261 50,406 71,978
Total Asset 410,034 440,451 562,975 734,570 968,319
Total Liability 280,468 281,561 349,600 469,280 617,635
Paid-up Capital 100,000 117,676 160,311 199,875 258,254
Shareholders Fund 129,567 158,890 213,316 265,291 350,684
Earnings per Share (EPS) 24% 29% 28% 26.02% 29.27%
Average EPS 27.26 %

The last five consecutive budget years’ average earning per Share (EPS) was 27.26
% which wasthe best return on investment.The 29.27% EPS in the period under
discussion was also encouraging because it was achieved in the presence of various
economic and industry specific challenges.
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Chairperson’s Statement

On behalf of the Board of Directors and myself, it is my pleasure and privilege to
welcome you all to the 121 Annual Ordinary and the 4™ Extra Ordinary General Meeting
of Shareholders.

The detailed report on the performance of the 2022/23 budget year is presented
in the Directors’ Report and the Audited Financial Statements appended thereto. My
statement highlights the major ones.

Despite numerous local and global challenges faced during the budget year under
review, including but not limited to shortage of foreign currency, escalation of fuel
price, political instability, sluggish economy and a very high inflation rate that caused
an exorbitant rise in operational and administrative expenses, our company registered
a record high profit before tax of birr 78.3 million. The net profit after tax also showed
growth of 42.7% and reached Birr 71.9 million at the end of the budget year. The Earning
Per Share (EPS) was 29.27%, showing a 3.25% upsurge compared to 26.02% of the
preceding year.

It is essential to note that inconsistent premium ratings have led the insurance industry
to mostly generate profit only from investment rather than its operation. This must be
carefully considered by all players of the industry and in order to survive, the market
need to come up with long lasting, sustainable and workable solution.

During 2022/23 budget year, the insurance industry’s non-life gross written premium
grew by 41.3%. Our company’s achieved a record high growth of 69.6% which is well
above the industry’s growth and a remarkable accomplishment over its twelve years’
journey.

Our paid-up capital as at June 30, 2023 reached Birr 258.3 million, showing a rise of
Birr 58.4 million (29.2%) from the previous budget year. | am also delighted to report
that, total asset of our company as at June 30, 2023 was Birr 968.3 million showing an
increase of 31.8% over that of last year result of Birr 734.6 million. Total liabilities of the
Company reached at Birr 617.7 million showing an increase of 31.6% as compared to
the previous year which was Birr 469.3 million.

During the up-coming budget year, our major emphasis will be implementing life
assurance and IT projects, investing in real estate, finalizing warehouse construction,
and raising the company’s capital and work on the improvement of the overall
company’s activities.
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Finally, I would like to express my heartfelt gratitude to the National Bank of Ethiopia,
the most valued customers of our company, Berhan Bank, Reinsurers, Intermediaries
and the staff and management of the company. I also thank my colleagues on the Board
of Directors for their unreserved dedication in discharging their responsibilities in a
professional manner.

Dear esteemed shareholders, in accordance with article 394 and 426 of the Commercial
Code of Ethiopia (2021) and Article 3 of the Company’s Article of Association, I humbly
submit to you the Audited Financial Statements and the Annual Report for the year
ended June 30, 2023 for your kind consideration and approval.

Thank you!
Addisu Demissie

Chairperson of Board of Directors and Annual Shareholders General Meeting

°|



CEO’s Remark

Although the introduction of modern insurance service in Ethiopia had a long
history, the Ethiopian insurance industry is still at a very infant stage. As confirmed
by different scholars, there were 33 insurance companies operating in the Ethiopian
insurance industry in 1960. However, only 18 insurance companies and one
reinsurance company are currently providing insurance and reinsurance services in
the country. Moreover, the insurance penetration rate of Ethiopia is still less than 1%
which is by far below the average penetration rate in Africa. This clearly shows that all
the industry players need to work in collaboration to improve the performance of the
insurance industry so that the contribution of the insurance sector for the country’s
GDP will increase.

During the reporting period, the gross written premium in the Ethiopian insurance
industry reached about 22 billion which is considered to be the best performance
compared with the previous periods’ performance. Registering such promising
growth, while being challenged by multi-faceted problems, is an indication of the
industry’s potential for growth. Hence, if all the industry players are committed and
work in collaboration with strong professional ethics for the growth of the insurance
industry, the Ethiopian insurance industry with no doubt will become one of the best
performing insurance industries in Africa.

Our company, being one of the youngest insurance companies in the Ethiopian
insurance industry, has shown progressive growths for the past twelve years.
Despite the challenges affecting the performance of the insurance industry during
the 2022/23 budget year, our company has also registered a very promising
performance. The Gross Written Premium during the reporting period was Birr
409.3 million which is 69.60% growth compared with the last year same period.
Moreover, a gross profit of Birr 78.3 million which is 46.4% growth compared with
the previous budget year. The continuous increase in the price of spare parts; the
increase in the price of fuel; the highest car accident rate in the country; shortage
of foreign currency and other impacts of country specific and the world political
and economic challenges are the major factors affecting the performance of the
insurance industry as well as that of our company too. I believe that overcoming
all such challenges and registering the net profit mentioned above is a great
achievement for the company and we will strive for more successes in the years
to come.

Berhan Insurance |9



Annual Report 2022/23

During the reporting period, five additional branches and two contact offices were
opened increasing the total number of business outlets to 32 including the upgrading
of Arba Minch contact office to a full-fledged branch office. Accordingly, 4 branches
in Addis Ababa and 1 branch & 2 contact offices in economically vibrant towns of the
country were opened so as to enhance the accessibility of the company across the
nation.

As at the close of the reporting budget year, the total number of permanent workforce
has reached 236 showing growth from time to time following the expansion of branches
and the growth of the company. The company has also maintained its exemplary practice
as fair and equal opportunity employer. The gender composition of the workforce
indicates that women employees cover 59.30% which witnesses the company’s gender
sensitivity in work force recruitment. With respect to capacity building, the company has
been focusing on human resource development program and has given different short
term and long term trainings and refreshment courses to staff working at different levels.

During the current budget year, all preparations are finalized to provide life and
worldwide travel insurance services; the construction of warehouse at the company’s
recovery yard will be finalized; all preparations are finalized to sign an agreement with a
vender for the development of Integrated Insurance Management Information System
(IMI1S); the purchase of the company’s head quarter will also be one of the major plans
to be given priority.

Finally, I would like to present my heartfelt thanks to the regulators; customers of the
company; shareholders of the company; Board of Directors for their valuable strategic
guidance; government bodies; insurance intermediaries; reinsurers; different service
providers; insurance companies; management of the company for their fruitful
leadership and other employees of the company for their dedication and commitment
for the success of the company.

Thank You,
Admassu Zerihun

Chief Executive Officer

1OI



Report of the Board of Directors

The Board of Directors of Berhan Insurance S.C is pleased to present hereby the annual
performance report of the Company based on audited Financial Statements for the
budget year ended 30"June, 2023 to the 12th Annual General Meeting of shareholders
as follows.

1. Economic Overview

1.1 Global Economy

Global growth is projected to fall from an estimated 3.5 percent in 2022 to 3.0 percent in
both 2023 and 2024. While the forecast for 2023 is modestly higher than predicted in the
April 2023 World Economic Outlook (WEO), it remains weak by historical standards. The
rise in central bank policy rates to fight inflation continues to weigh on economic activity.
Global headline inflation is expected to fall from 8.7 percent in 2022 to 6.8 percent in
2023 and 5.2 percent in 2024. Underlying (core) inflation is projected to decline more
gradually, and forecasts for inflation in 2024 have been revised upward.

In most economies, the priority remains achieving sustained disinflation while ensuring
financial stability. Therefore, central banks should remain focused on restoring price
stability and strengthen financial supervision and risk monitoring. Countries should build
fiscal buffers, with the composition of fiscal adjustment ensuring targeted support for
the most vulnerable. Improvements to the supply side of the economy would facilitate
fiscal consolidation and a smoother decline of inflation toward target levels. (IMF, World
Economic Outlook, July 2023)

1.2 Ethiopian Economy

GDP is projected to grow by 5.8% in 2023 and 6.2% in 2024, driven by industry, private
consumption, and investment. The peace dividend, rebounding tourism, and prospect
of liberalizing more sectors are expected to boost the growth outlook. Inflation is
projected to decline to 28.1% in 2023 and 20.1% in 2024, following the peace dividend.
The fiscal deficit is projected to grow to 3.1% in 2023 and 2.5% in 2024 due to the
expected increase in government revenue driven by domestic resource mobilization
improvements, implementation of the fiscal consolidation strategy, and resumption of
donor inflows. The current account deficit is expected to narrow to 3.7% of GDP during
2023-24 as merchandise and service exports and foreign direct investment rise and
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imports of capital inputs continue to decline. Headwinds include interethnic conflicts in
different parts of the country, drought, debt vulnerabilities, and the impact of Russia and
Ukraine war. (African Economic Outlook (AEO) 2023)

2. Ethiopian Insurance Industry

During the year under review, Ethiopian insurance industry’s total GWP reached birr
22.991 billion.The premium generated by life insurance constituted only 5.96% while the
remaining 94.04% accounted fornon-life insurance businesses; the later was where our
company scrambled for its share with the other 17 insurers inthe country. Against the
previous year same period, this year’s premium of non-life and life businesses showed
growth of 41.3% and 8.9%, respectively.

3. Operational and Financial Performance
3.1 Gross Written Premium (GWP)

Gross Written Premium of the Company for the year ended June 30, 2023 saw a record
growth rate of 69.6% and reached to Birr 409.3 million. When we look at portfolio mix
of the budget year, 65% of the premium income was generated from Motor class of
business and the remaining 35% shared by other Non-Motor classes of business. Albeit
the portfolio mix was dominated by Motor class of business, the underwriting result had
been encouraging. As compared to last year same period, except Marine, all classes of
business registered growth with the highest growth scored by Motor class of business.

GROSS WRITTEN PREMIUM BY CLASS OF BUSINESS (In ‘000)
ACTUAL Growth
No Class of
business 2022/23 2021/22 Amount %age
Amount % share | Amount | % share

1 Motor 265,914 65% 147,464 61% 118,450 71%
2 Pecuniary 59,965 15% 28,274 12% 31,691 19%
3 Fire 27,307 7% 18,293 8% 9,014 5%
4 PV&T 19,256 5% 15,998 7% 3,258 2%
S Marine 9,882 2% 10,044 4% (162) 0%
6 GPA 9,338 2% 8,757 4% 581 0%
7 Engineering 8,167 2% 7,968 3% 199 0%
8 Liability 7,332 2% 3,755 2% 3,577 %(:‘/0
9 Workmen'’s 2,109 1% 2,033 1% 76 o7
Total 409,270 100% | 242,585 100% | 166,685 69%
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3.2 Net Claims Incurred and Net Claims Ratio

Net claims incurred for the year ended June 30, 2023 was Birr 118.7 million. And the
net claims ratio for all classes of business was 52% as at June 30, 2023 which was very
low and remarkable as compared to the industry average. Thecompany will exercise its
efficiency and effectiveness both in underwriting and claims in order to provide high

quality customer service and maintain its profitability from its core business.

LOSS RATIO BY CLASS OF BUSINESS

2022/23 (‘000) 2021/22 (‘000)
No | Class of business | Net Earned | Net Claims | Ratio Eg-;id Cllgtgrtns é’:&i
[ROENERTD | IETRE premiums | Incurred
1 | Liability 3,058 (191) | -6% 2,343 229 | 10%
2 | Marine 6,929 (413)| -6% 5,033 169 | 3%

3 | Fire 11,284 (109) | -1% 7,871 2,565 | 33%
4 | Workmen’s 2,082 502 | 24% 1,897 (415) | -22%
5 |Accident & Health 8,709 2,276 | 26% 6,832 1,053 | 15%
6 |Pecuniary 13,139 5,336 | 41% 15,115 1,852 | 12%
7 | Motor 177,258 105,880 | 60% 109,248 62,650 | 57%
8 | Engineering 5,730 4,545 | 79% 4,815 9,416 | 196%
9 |[PV&T 908 926 | 102% 485 203 | 42%
Total 220,097 | 118,752| 52% | 153,639| 77,722 51%

3.3 Underwriting Result (Operational Profit)

The company registered birr 122.7 million profit from operation showing growth rate
of 48.4% from the preceding year’s performance. All classes of business registered
positive result. This encouraging result was achieved due to the application of prudent
underwriting practice and efficient claims management. Since underwriting surplus is a
direct result of company’s core business, it indicates the efficiency and effectiveness of
BIC’s overall operation related activities.
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UNDERWRITING RESULT BY CLASS OF BUSINESS (In ‘000 Birr)
ACTUAL
No Class of Business 2022/23 2021/22 2022/23 2021/22
Amount Amount % share % share
1 Motor 68,513 44,603 56% 54%
2 Pecuniary 15,313 16,660 12% 20%
3 Fire 14,416 6,837 12% 8%
4 Accident & Health 7,363 6,257 6% 8%
5 Marine 7,253 4,986 6% 6%
6 PV&T 3,767 3,397 3% 4%
7 Liability 3,534 2,409 3% 3%
8 ‘Workmen’s 1,516 2,218 1% 3%
9 Engineering 1,057 (4,653) 1% -6%
Total 122,732 82,715 100% 100%
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3.4 Investment

The company paid utmost attention to monitor its cash flows and implement investment
income management strategies throughout the year to ensure that investment returns
are maximized while maintaining adequate cash to meet its operating expenses and
claims obligations. Investment in Berhan Bank S.C and Ethio-Re S.C in the form of
equity investment reached birr 42.2 million and 12.6 million, respectively. The amount
of fixed-time deposit as at June 30, 2023 was birr 384.2million. The budget year that
ended on June 30, 2023 yielded birr 60.8 million income from investment displaying
a very remarkable rise of 44.4%.

3.5 Expenses

During the budget year, the total General and Administrative Expenses of the Company
was Birr 105.8 million which is more than last year’s figure of Birr 73.5 million by 43%.
The continuous increase of inflation, branch expansion, rise in number of employees
& the increment of office rent were the major contributors for the escalation of the
overall expense.

3.6 Profit

The budget year that ended on June 30, 2023 yielded an astonishing net profit before
tax of birr 78.3 million depicting a very remarkable rise of 46.4% as compared to birr
53.5 of the preceding budget year. The net profit after tax for the year stood at birr
71.9 million.
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3.7 Earnings per Share (EPS)

In the period under review, the company registered EPS of 29.27% showing growth
as compared to 26.02% of the preceding year.

4. Statements of Financial Position
4.1 Assets

The balance sheet as at June 30, 2023 indicates that the total assets of the Company
stood at Birr 968.3 million showing an increase of 31.8% over last year similar period of
Birr 734.6 million.

4.2 Liabilities

The total liabilities of the Company reached at Birr 617.7 million showing an increase of
31.6% as compared to the previous year which was Birr 469.3 million.

4.3 Equity Capital

The Company’s total equity capital as of June 30, 2023 is Birr 350.6 million, which is higher
than last year same period amount by Birr 85.3 million or 32.2%

968,319
4,570
617,635
2,975
9,280 m2022/23
9,660 350,684 m2021/22
5,291 258,254
3,316
'l ﬁl o
r T T T T -
Total Asset Total Liabilities Shareholders Paid-up Capital
Fund

5. Human Resource Development

The company recognizes its human capital as the most valuable asset and strives
to continually enhance its capabilities for the overall organizational success. Staff
strength of the company as at June 30, 2023 grew and reached 236. The company is
committed towards developing its human capital through on-the-job and off-the-job
trainings. Accordingly, significant number of its staff attended various trainings so as to
fill skill and knowledge gaps.
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6. Branch Expansion

In an effort to expand our network of physical outlets, we managed to open four new
full-fledged branches in Addis Ababa, upgraded Arba Minch contact office to branch
& two contact offices in Dilla and Bishoftu towns. At the close of the year on 30 June
2023, the number of business outlets reached 32 (30 full-fledged branches & 2 contact
offices). We will continue to expand to reach out to commercially viable locations of the
country based on thorough market studies.

7. Capital

The subscribed and paid up capital of the company has reached 300 million. According
to the directive of National Bank of Ethiopia, the minimum paid-up capital of insurance
companies must reach Birr 500 million by June 30, 2027. More effort and participation is
expected from shareholders and management to fulfill the minimum amount set by the
regulatory body before the dead line.

8. Recommendation on the appropriation of Profit

The Board of Directors of the Company recommends to the General Assembly of
Shareholders that Birr 63.2 million net profits after tax and legal reserve (Dividend per
share 26.28%) be paid as dividend. The Board of Directors also requests the esteemed
shareholders to plough back their dividend by purchasing additional shares to strengthen
the capital base of the Company and attain the regulatory requirement.

9. Board of Directors’ & CEO’s Compensation

Directors were remunerated as per NBE’s Directive No. SIB/46/2018 which says Birr 150,000.00
per annum & Birr 10,000.00 per month. The amount is shown in the following table.

Description 1 July 2022 - 30 June 2023 1 July 2021 30 June 2022
Directors’ Allowance 1,020,000.00 1,070,000.00
Directors’ Remuneration 1,350,000.00 1,350,000.00
CEQ’s Salary & Benefits 1,369,660.00 1,203,800.00

Total 3,739,660.00 3,623,800.00

10. Challenges and Future Strategic Directions

In spite of the challenges in the economic and political conditions of the country,
our company achieved encouraging result during the year under review. Some of
the challenges faced were:
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@ rise in office rent expense, cost of stationery items and spare parts;
@ shortage of experienced manpower in the market and

@ contrary to an increase on the prices of all goods and services, premium payment for
insurance service is continuously reducing due to price based competition among
insurers.

During 2023/24 budget year, the following are main priority areas.

@ Increase its gross written premium to improve its market share and profitability.

>

Expedite the implementation of Integrated Insurance IT System so as to enhance
customer service quality and reporting system.

@ Follow-up the progress of the company’s five years strategic plan running from
2021/22 to 2025/26.

@ Finalize the construction of warehouse which is on progress in the premises of
recovery yard.

@ Acquisition of building.

@ Raise paid up capital of the company after communicating the issue to shareholders
on this Annual General Meeting.

Operationalize life assurance business.

>

11.Vote of Thanks

The Directors would like to express their deep gratitude and appreciation to the National
Bank of Ethiopia Insurance Supervision Directorate, esteemed customers, shareholders,
the Management and Staff of Berhan Bank, Reinsurers, Sales Agents, Brokers, the
Company’s Management and Staff and other stakeholders for their most valuable
contributions; without their commitment and support the remarkable result of the
fiscal year would have not been realized.

Addisu Demissie

Chairperson of Board of Directors and Annual Shareholders General Meeting
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Berhan Insurance S. C
Report of the directors

For the year ended 30 June 2023
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The directors submit their report together with the financial statements for the year ended 30 June 2023, to the
members of Berhan Insurance S.C. This report discloses the financial performance and state of affairs of the Company.

Incorporation and address

Berhan Insurance Company (S.C) was incorporated in Ethiopia on 1 October, 2010 as a share company, and is domiciled

in Ethiopia.

Principal activities

The principal activity of the Company is to engage in general insurance business.

Results and dividends

The Company's results for the year ended 30 June 202

3 are set out on page 7. The profit for the year has been

transferred to retained earnings. The summarised results are presented below.

Gross premium written

Profit before income tax
Profit tax expense

Net Profit for the year

Directors

30 June 2023 30 June 2022

Birr'ooo Birr'ooo
409,269 242,585
78,326 53,514
(6,348) (3,109)
71,978 50,406

The directors who held office during the year and to the date of this report are set out on page 2.

ACh-

Sibu Ayele
A/Chief Executive Officer
Addis Ababa, Ethiopia

Berhan Insurance
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Berhan Insurance S. C
Statement of directors' responsibilities
For the year ended 30 June 2023
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In accordance with the Financial Reporting Proclamation No. 847/2017, the Accounting and Auditing Board of
Ethiopia (AABE) has directed the Company to prepare financial statements in accordance with International Financial
Reporting Standards (IFRS).

The directors are responsible for the preparation and fair presentation of these financial statements in conformity
with accounting principles generally accepted in Ethiopia and in the manner required by the Commercial Code of
Ethiopia of 2021, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error. The Company is
required to keep such records as are necessary to:

a) exhibit clearly and correctly the state of its affairs;
b) explain its transactions and financial position; and

c)

enable the National Bank of Ethiopia to determine whether the Insurance Company had complied with the
provisions of the Insurance Business Proclamation and Regulations and Directives issued for the
implementation of the aforementioned Proclamation.

The Directors accepts responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International
Financial Reporting Standards, Insurance Business Proclamation, Commercial code of 2021 and the relevant
Directives issued by the National Bank of Ethiopia.

The Directors are of the opinion that the financial statements give a true and fair view of the state of the financial
affairs of the Company and of its profit or loss.

The Directors further accept responsibility for the maintenance of accounting records that may be relied upon in the
preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Company will not remain a going concern for
at least twelve months from the date of this statement.

Signed on behalf of the Directors by:

I ral
X I"
A N
Addisu Demissie Sibu Ayele

Board Chairperson A/Chief Executive Officer
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Tafesse Shisema and Ayalew Certified Audit Partnership , ‘
Chartered Certified Accountants [UK) and Authorised Auditors [Ethiopia) Faem) =000
Member Firm of HLB International

Tel. 251-00 1-B961 752 /011 6180638 Mok, 0971 224725 /0930 0343560930 034357 Fax: 251-011 662 12 Td0
E-mail- tafessefi@gmail com | tafessef@hotmall.com PO Box 1106680 Addis Ababa - Ethiopda

INDEPENDENT AUMTOR'S REPORT TO THE SHAREHOLDERS OF

LIV A

AL ARABIRIT =P 1 dlh 1875 8%

Report on the Audif of the Financial Statements
We have audited the financinl statements of Berhan Insurance Share Company, which compeise the
siatement of financial position as a1 30 June 2023, and the staslement of profit or loss and other

comprehensive income, staterment of changes in equity and statement of cash flows for the vear then
ended, and notes to the financial staternents, including a summary of significant accounting policies.

In our opinion, the sccompanying financial statements present fairly, in all material respecis, or give a
irue and fair view of the financial position of the Company as a1 30 June M23, and its financial
performance and i1 cash flows for the year then ended in accordance with Intermational Financial
Reporting Standards (IFRSs).

Basis for Cpinion

We conducted our audit in accordance with International Standards om Auditing {ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Ststements section of our repor. We are independent of the Company in
pocordance with the Intermational Ethics Standards Board for Accountants” Code of Ethics for
Professional Accountants (IESBA Code) and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audin evidence we have obtained is sufficiem
und appropriate to provide a basis for our opinion.

Responsibilities of Directors and Management for the Financiol Statements

The Dimectors are responsible for the preparation and fair presentation of the financial statements in
gccordance with Inermnational Financial Beporting Standards, and for such internal control as Direciors
determine 15 necessary o enable the preparation of financial #atements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial siatements, Directors are responsible for assessing the Company's ability to
conlinue as & going concern, disclosing, as applicable, maiters related to going concern and using the
poing concem basis of accounting unless Directors either intend ko liquidate the company or to cease
operations, or have no realistic aliernative bui 1o do so,

Directors are responsible for overseeing the Company s financial reporting process.
'Ms " oo
b -
i

Praviders of Audit and Assurance, Mangement Consultancy and Tax Advisory Services
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Auditor’s Responsibilities for the Awdit of the Financial Statements

Our objectives are 1o obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material missiatement when it exists.
Misstatements can arise from fraud or emor and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

Report on Other Legal and Regulatory Requirements

We have no comment to make on the report of the board of directors and the proposal for distribution
of profit submitted by the directors so as it related to these financial statements and pursuant to Article
349 of the Commercial Code of Ethiopia 1243/202] and hence we recommend approval of the financial
stalemenis,

g

'% shy € J.-'f..e"
Tafesse,Shisem

and Ayalew Certifigd Audit Partnership

Chartered Certified Accountants (UK) [ TMS Pli Addis Ababa
Authorized Auditors (ETH) " 19 September 2023
"\ -, .
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Berhan Insurance S. C

Statement of profit or loss and other comprehensive income

For the vear ended 30 June 2023

30 June 2023

OO OO OO OO OO OO OO OO O OO OO0

30 June 2022

Gross premium income
Reinsurance expenses

Net premium income
Fee and commission income
Net underwriting income

Claims expenses
Claims expenses recoverable from reinsurance

Net claims and loss adjustment expense
Underwriting expenses

Total underwriting expenses
Underwriting profit

Investment income
Other operating income

Net income

Cap ul’lbn;'.',",
I

4iues’ 7 Juding  insurance

Other operating and administratis

Income tax expense

Profit for the year

Items that will not be subsequently reclassified into profit or loss:
Deferred tax (liability)/asset on remeasurement gain or loss
Deferred tax (liability)/asset

Total comprehensive income for the year

Basic & diluted earnings per share (Birr)

The notes on pages 11 to 76 are an integral part of these financial statements.

The financial statements on pages 11 to 76 were approved and authorised for issue by the board of directors on

September 22, 2023 and were signed on its behalf by:

L

Addisu Demissie
Board Chairperson

Berhan Insurance

Notes Birr'ooo Birr'ooo
5.1 337,181 214,950
5.3 (108,083) (61,311)

229,097 153,639
6 25,465 14,053
254,562 167,692
130,891 88,364
(12,139) (10,642)
118,753 77,722
13,078 7,256
131,830 84,978
122,732 82,715
9 60,812 42,106
10 597 2,209
61,409 44,314
184,140 127,029
1 (105,814) (73,515)
15.1 - -
78,326 53,514
12.1 (6,348) (3,109)
71,978 50,406
(234) (378)

12.3 70 113
(164) (265)
71,814 50,141
29 29.27% 26.02%

-

A

1

) - g

s

A/Chief

Sibu Ayele

Executive Officer




Berhan Insurance S. C
Statement of financial position
As at 30 June 2023
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ASSETS

Cash and cash equivalents
Investment securities

- Equity Investment

- Government Bond
Statutory Deposit in cash
Trade and other receivables
Reinsurance assets
Deferred acquisition cost
Other assets
Intangible assets
Property, plant and equipment
Right of use Asset

Total assets

LIABILITIES

Insurance contract liabilities
Deferred tax liabilities
Current income tax liabilities
Insurance payables

Defined benefit obligtions
Other liabilities

Total liabilities

EQUITY

Share capital
Share premium
Retained earnings

Other comp income
Legal reserve

Total equity

Total equity and liabil}:

The notes on pages 11 to 76 are an integral part of these financial statements.

30 June 2023 30 June 2022
Notes Birr'ooo Birr'ooo
13 597,841 431,364
14.1 54,753 54,753
14.2 44,265 17,500
21 - 11,300
15 9,047 11,425
16 136,344 123,657
17 10,500 4,977
18 28,202 15,447
19 - -
20 67,810 43,885
18 19,557 20,262
968,319 734,570
465,207 350,732
1,808 1,042
5,512 2,788
43,404 61,080
2,270 1,640
99,433 51,997
617,635 469,280
27 258,254 199,875
28 1,812 1,246
30 64,780 45,365
(212) (48)
31 26,050 18,853
350,684 265,291
968,319 734,579

The financial statements on pages 11 to 76 were approved and authorised for issue by the board of directors on

September 22, 2025 and were signed on its behalf by:

Addisu Demissie
Board Chairperson

1

e

Sibu Ayele

A/Chief Executive Officer
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Berhan Insurance S. C

Statement of changes in equity

As at 30 June 2023

OO OO OO OO OO OO OO OO O OO0

Other
Share Share Retained Legal comprehe Total
capital premium earnings reserve nsive
income

Notes Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo

As at 1 July 2021 160,311 1,246 37,729 13,812 217 213,316

Profit for the year 30 - - 50,406 - - 50,406

Dividend paid - - (37,730 - - (87,730

Proceeds from issue of shares 39,564 - - - - 39,564

Transfer to legal reserve 31 - - (5,041) 5,041 -

Other comprehensive income: (265) (265)

Total comprehensive income for the 39,564 - 7,635 5,041 (265) 51,975
year

As at 30 June 2022 199,875 1,246 45,365 18,853 (48) 265,201

As at 1 July 2022 199,875 1,246 45,365 18,853 (48) 265,291

Profit for the year 30 - - 71,978 - - 71,978

Dividend paid - - (45:365) - - (45,365)

Proceeds from issue of shares 58,379 565 - - - 58,944

Transfer to legal reserve 31 - - (7,198) 7,198 -

Other comprehensive income: (164) (164)

Total comprehensive income for the 58,379 565 19,415 7,198 (164) 85,393
year

As at 30 June 2023 258,254 1,812 64,779 26,050 (212) 350,684

(0)

The notes on pages 11 to 76 are an integral part of these financial statements.

Berhan Insurance
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Berhan Insurance S. C
Statement of cash flows
For the year ended 30 June 2023

Cash flows from operating activities
Cash generated from operations

Interest received

Interest paid

Income tax paid

Net cash inflow from operating activities

Cash flows from investing activities
Purchase of investment securities

Purchase of property, plant and equipment
Purchase of intangible assets

Proceeds from sale of property/other income
Dividend received

Net cash outflow from investing activities
Cash flows from financing activities
Increase in statutory deposits

Proceeds from issues of shares

Increase in share premium

Dividends paid

Net cash outflow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The notes on pages 11 to 76 are an integral part of these financial statements.

30 June 2023

OO OO OO OO OO OO OO OO OO OO0

30 June 2022

Notes Birr'ooo Birr'ooo
32 65,501 39,343
56,821 39,927
12 (2,788) (3,443)
119,534 75,827
14 11,300 (7,550)
20 (29,366) (12,525)
19 - -
32 765 886
3,991 -
(13,309) (19,190)
21 (26,765) (6,114)
27 58,379 39,564
28 565 -
30 (45,365) (37,730)
(13,186) (4,280)
93,039 52,357
13.1 101,395 49,037
13.1 194,434 101,395

10|




Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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1 General information

Berhan Insurance ("the Company) SC is a private commercial Insurance Company domiciled in Ethiopia. The
Company was established on October 2010, in accordance with proclamation No. 86/1994 and the
Commercial code of Ethiopia of 2021. The Company has been licensed by the National bank of Ethiopia, the
licensing body of Banks, Insurance and other Financial Institutions as per the power vested to it through
Proclamation No 591/2008, the National Bank of Ethiopia Establishment (as amended) Proclamation. The
registered office is at:

Garad City Mall
Bole, Wollo Sefer
P.0.Box 9266
Addis Ababa,
Ethiopia

The principal activities of the Company is to engage in general insurance business, annuity business, personal
accident insurance business, and in the business of reinsurance; to invest in real estate business, including
mortgage, bonds, shares and in any other business condusive for investment; and to engage in any other
activity that may directly or indirectly enhance its business purposes as specified above.

2 Summary of significant accounting policies
2.1 Introduction to summary of significant accounting policies

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

2.2 Basis of preparation

The financial statements for the year ended 30 June 2023 have been prepared in accordance with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards
Board ("TASB"). Additional information required by National regulations is included where appropriate.

The financial statements comprise the statement of financial position, the statement of profit or loss and other
comprehensive income, the statement of changes in equity, the statement of cash flows and the notes to the
financial statements.

i A

ah

Berhan Insurance




Annual Report 2022/23

Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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2.2.1

2.2.2

The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept except for available for sale financial assets which is measured at fair value. All values
are rounded to the nearest thousand, except when otherwise indicated. The financial statements are presented
in thousands of Ethiopian Birr (Birr' 000).

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Company’s
accounting policies. Changes in assumptions may have a significant impact on the financial statements in the
period the assumptions changed. Management believes that the underlying assumptions are appropriate and
that the Company's financial statements therefore present the financial position and results fairly. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant
to the financial statements, are disclosed in Note 4.

Going concern

The financial statements have been prepared on a going concern basis. The management have no doubt that
the Company would remain in existence after 12 months.

Changes in accounting policies and disclosures
New Standards, amendments, interpretations issued but not yet effective.

A number of new standards and amendments to standards and interpretations are effective for annual periods
after 30 June 2023, and have not been applied in preparing these financial statements. None of these is
expected to have a significant effect on the financial statements of the Company, except the following set out
below:

IAS 1 - Amendments

On 23 January 2020, the IASB issued 'Classification of Liabilities as Current or Non-current (Amendments to
IAS 1)' providing a more general approach to the classification of liabilities under IAS 1 based on the
contractual arrangements in place at the reporting date. The amendments were originally effective for annual
reporting periods beginning on or after 1 January 2022, however, their effective date has been delayed to 1
January 2023.

Besides, IAS 1 "Presentation of Financial Statements" sets out the overall requirements for financial
statements, including how they should be structured, the minimum requirements for their content and
overriding concepts such as going concern, the accrual basis of accounting and the current/non-current
distinction. The standard requires a complete set of financial statements to comprise a statement of financial
position, a statement of profit or loss and other comprehensive income, a statement of changes in equity and a
statement of cash flows. Effective January 1, 2011, earlier application is permitted. The amendments are
effective for annual periods beginning on or after January 1, 2023. Earlier application is permitted.

12|




Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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TAS 12 amendments on deferred tax

On 7 May 2021, the IASB issued 'Deferred Tax related to Assets and Liabilities arising from a Single
Transaction (Amendments to IAS 12)' that clarify how companies account for deferred tax on transactions
such as leases and decommissioning obligations. The amendments are effective for annual periods beginning
on or after 1 January 2023.

Amendments to IFRS 17 Insurance contracts

On 25 June 2020, the IASB issued 'Amendments to IFRS 17' to address concerns and implementation
challenges that were identified after IFRS 17 'Insurance Contracts' was published in 2017.

IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure of insurance
contracts within the scope of the standard. The objective of IFRS 17 is to ensure that an entity provides
relevant information that faithfully represents those contracts. This information gives a basis for users of
financial statements to assess the effect that insurance contracts have on the entity's financial position,
financial performance and cash flows. IFRS 17 'Insurance Contracts' was issued by the IASB on 18 May 2017
and is effective for periods beginning on or after 1 January 2023.

Amendments on disclosure of accounting policies

On 12 February 2021, the IASB issued 'Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS
Practice Statement 2)' with amendments that are intended to help preparers in deciding which accounting
policies to disclose in their financial statements. The amendments are effective for annual periods beginning
on or after 1 January 2023.

IAS 8 amendments on accounting estimates

On 12 February 2021, the IASB issued 'Definition of Accounting Estimates (Amendments to IAS 8)' to help
entities to distinguish between accounting policies and accounting estimates. The amendments are effective
for annual periods beginning on or after 1 January 2023.

IAS 16 "Property, Plant and Equipment" amendments

On 14 May 2020, the IASB issued 'Property, Plant and Equipment — Proceeds before Intended Use
(Amendments to IAS 16)' regarding proceeds from selling items produced while bringing an asset into the
location and condition necessary for it to be capable of operating in the manner intended by management. The
amendments are effective for annual reporting periods beginning on or after 1 January 2022.

Moreover, IAS 16 "Property, Plant and Equipment" outlines the accounting treatment for most types of
property, plant and equipment. Property, plant and equipment is initially measured at its cost, subsequently
measured either using a cost or revaluation model, and depreciated so that its depreciable amount is allocated
on a systematic basis over its useful life. The amendments are effective for annual periods beginning on or
after January 1, 2022. Early application is permitted.

Berhan Insurance
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Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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2018-2020 annual improvements cycle

On 14 May 2020, the IASB issued 'Annual Improvements to IFRS Standards 2018—2020'". The pronouncement
contains amendments to four International Financial Reporting Standards (IFRSs) as result of the TASB's
annual improvements project. The amendments are effective for annual reporting periods beginning on or
after 1 January 2023.

IAS 37 "Provisions, Contingent Liabilities and Contingent Assets"amendments regarding
onerous contracts

On 14 May 2020, the IASB issued 'Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)'
amending the standard regarding costs a company should include as the cost of fulfilling a contract when
assessing whether a contract is onerous. The amendments are effective for annual reporting periods beginning
on or after 1 January 2023.

IFRS 3 amendments updating a reference to the Conceptual Framework

On 14 May 2020, the IASB issued 'Reference to the Conceptual Framework (Amendments to IFRS 3)' with
amendments to IFRS 3 'Business Combinations' that update an outdated reference in IFRS 3 without
significantly changing its requirements. The amendments are effective for annual reporting periods beginning
on or after 1 January 2023.

2.3 Foreign currency translation

a) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates ('the functional currency). The functional currency and
presentation currency of the Company is the Ethiopian Birr (Birr).

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation at exchange rates of monetary assets and liabilities
denominated in currencies other than the Company's functional currency are recognised in profit or loss
within other (loss)/income. Monetary items denominated in foreign currency are translated using the closing
rate as at the reporting date.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale
are analysed between translation differences resulting from changes in the amortised cost of the security and
other changes in the carrying amount of the security. Translation differences related to changes in amortised
cost are recognised in profit or loss, and other changes in carrying amount are recognised in other
comprehensive income.




Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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b) Transactions and balances

Translation differences on non-monetary financial assets and liabilities such as equities held at fair value
through profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets measure at fair value, such as equities classified as available for
sale, are included in other comprehensive income.

2.4 Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment
losses, if any. Such cost includes the cost of replacing part of the property, plant and equipment if the
recognition criteria are met. When significant parts of property, plant and equipment are required to be
replaced at intervals, the Company recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. All other repair and maintenance costs are recognised in income statement as
incurred.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values over
their estimated useful lives, as follows:

Depreciat Estimated
Asset class Useful lif ~, Residual
ion Rate
value
Motor vehicles 10 10% 5%
Computer and accessories 7 14% 1%
Office equipment 10 10% 1%
Furniture and fittings 10 10% 1%
Buildings 50 2% 1%

The Company commences depreciation when the asset is available for use.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in income statement when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at
each financial year end and adjusted prospectively, if appropriate.

L R W
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Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2023
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2.5

2.6

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses, if
any. Internally generated intangibles, excluding capitalised development costs, are not capitalised and the
related expenditure is reflected in income statement in the period in which the expenditure is incurred .

The useful lives of intangible assets are assessed to be either definite or indefinite. Intangible assets with finite
lives are amortised over the useful economic life. The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at each financial year-end. Changes in the
expected useful life, or the expected pattern of consumption of future economic benefits embodied in the asset,
are accounted for by changing the amortisation period or methodology, as appropriate, which are then treated
as changes in accounting estimates. The amortisation expenses on intangible assets with finite lives is
presented as a separate line item in the income statement.

Amortisation is calculated using the straight—line method to write down the cost of intangible assets to their
residual values over their estimated useful lives, as follow:

Assets class Useful lives (years)
Computer software 8

Deferred policy acquisition costs (DAC)

Commissions and other acquisition costs that vary with and are related to securing new contracts and
renewing existing contracts are capitalised as an intangible asset (DAC). Deferred acquisition costs represents
a portion of commission which are incurred during a financial year and are defered to the extent that they are
recoverable out of future revenue margins. All other costs are recognised as expenses when incurred.

Subsequent to initial recognition, this DAC asset is amortised over the expected life of the contracts as a
constant percentage of expected premiums. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset are accounted for by changing the
amortisation period or method and are treated as a change in an accounting estimate.

The pattern of expected profit margins is based on historical and anticipated future experience and is updated
at the end of each accounting period. DACs are derecognised when the related contracts are either settled or
disposed.

Impairment of non-financial assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be impaired. If
any indication exists, or when annual impairment testing for an asset is required, the Company estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s
(CGU) fair value less costs of disposal and its value in use. Recoverable amount is determined for an individual
asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount.

16|
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Notes to the financial statements
For the year ended 30 June 2023
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In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no
such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded companies or other available fair
value indicators.

The Company bases its impairment calculation on detailed budgets and forecast calculations which are
prepared separately for each of the Company’s CGUs to which the individual assets are allocated. These
budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term growth
rate is calculated and applied to project future cash flows after the fifth year.

An assessment is made at each reporting date to determine whether there is an indication that previously
recognised impairment losses no longer exist or have decreased. If such indication exists, the Company
estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if
there has been a change in the assumptions used to determine the asset’s recoverable amount since the last
impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does not
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised
in the income statement.

2.7 Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.
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2.7.1 Financial assets

Initial recognition and measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the financial asset.
Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e., the
date that the Company commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, the Company's financial assets are classified into two categories:
« Loans and receivables
« Available-for-sale financial investments

« Loans and receivables
« Available for sale

a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortised cost using the effective interest rate (EIR) method, less impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortisation is included in interest and similar income in income statement. The losses arising
from impairment are recognised in income statement in loan impairment charge.

The Company’s loans and receivables comprise of Loans and receivables including insurance receivables,
investment securities and other financial assets. Receivables arising from insurance contracts are also
classified in this category and are reviewed for impairment as part of the impairment review of loans and
receivables.
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b) Available-for-sale (AFS) financial assets

AFS investments include equity investments. Equity investments classified as AFS are those which are neither
classified as held—for—trading nor designated at fair value through profit or loss.

After initial measurement, AFS financial investments are subsequently measured at fair value with unrealised
gains or losses recognised in other comprehensive income and credited in the AFS reserve until the investment
is derecognised, at which time the cumulative gain or loss is recognised in other operating income, or the
investment is determined to be impaired, when the cumulative loss is reclassified from the AFS reserve to
income statement in impairment loss on financial instrument. Interest earned whilst holding AFS financial
instruments is reported as interest and similar income using the EIR method. Unquoted equity securities
whose fair value cannot be reliably measured are carried at cost.

The Company evaluates whether the ability and intention to sell its AFS financial assets in the near term is still
appropriate. When, the Company is unable to trade these financial assets due to inactive markets, the
Company may elect to reclassify these financial assets to held to maturity if the management has the ability
and intention to hold the assets for foreseeable future or until maturity.
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