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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 has
reached over 1,600 and the paid up capital as at 30 June 2021 has reached Birr
160.31 million. Its Head Quarter is situated in Addis Ababa Bole Road Wello Sefer
Round About on Garad City Center.

Since it became operational on June 1, 2011, Berhan Insurance S.C is dedicated to
deliver quality insurance solutions to its customers through its 23 business chan-
nels (22 full-fledged branch offices and one contact office), out of which 14 of
them are located in the capital and the remaining nine are situated in economically
vibrant regional towns.

Though the company operated only for a decade, it became one of the profitable
insurance companies in Ethiopia.

To become an “Insurance Company of popular
choice”

To provide insurance service to the public in a

LRl rofessional way & satisfy all stakeholders.

Integrity, Honesty, Transparency, Efficiency, Good
Governance, Result-Oriented Service & Non-Dis-
crimination.
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Notice of the Tenth Annual Ordinary General Meeting

We kindly invite our esteemed shareholders to attend the 10th Annual Or-
dinary General Meeting to be held on December 4, 2021 at 8:00 A.M in the
hall of Elilly International Hotel located at Kazanchis, Addis Ababa. All share-
holders have to bring their renewed ID card, Driving License or Passport to
attend the meeting.

Agendas of the Meeting

1. Approving the Agenda

2. Approving transfers of shares and accept new shareholders

3. Consideration of the Report of the Board of Directors for the year 2020/2 1

4. Consideration of the Company’s accounts and receive the auditor’s
report for the year ended 30 June, 2021

5. Discuss and decide on the above reports

6. As per NBE’s directive, discuss and approve the directive of Board of
Directors’ nominating committee

7. Determining the allowance of the members of Board of Directors’
nominating committee

8. Election of members of Board of Directors’ nominating committee

9. Deciding on the appropriation of the net profit of the company 2020/21

10. Approving the Board of Directors yearly and monthly payments.

11. Approving the minutes of the meeting

By order of the BoDs, Notice to the shareholders

@ A shareholder who cannot attend the meeting has to appoint a PROXY,
before the meeting date. A proxy form is found in Finance and Invest-
ment Department in the Head office located on Bole road Welo Sefer
round about Garad City Center Bole7th floor.

OR

@ A proxy or a delegate has to bring original and copy of valid repre-
sentation or delegation authenticated by the concerned government
office.
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Dr. Salehu Anteneh

Director

Dr. Taye Berhanu

Director

Ato Sebilu Bodja

Director

/ro Yimenashu Kassahu
Director




ANNUAL REPORT 2020/21 &

Jo © 0 ¢ 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Message of Board of Directors’ Chairperson

Dear Esteemed Shareholders,

n behalf of the Board of Directors, Management and staff, it gives me plea-
sure and honor to welcome our respected Shareholders to the 10th Annual
General Meeting of Shareholders.

Our company is celebrating its 10th anniversary colorfully and it is my pleasure to
notify you that the company has recorded the highest profit before income tax of
Birr 45.7 million in its history for the fiscal year ended on 30th June 2021. Despite the
challenges of COVID-19 pandemic, political instabilities and economic slowdown,
profit of the reporting period is 27.7% greater than last year’s similar period achieve-
ment of Birr 35.8 million. I am confident enough that the profitability will continue in
the years to come with the support extended so far from all of you which we believe
will continue unabated.

I am also delighted to report that, total asset of our company as at June 30, 2021 is
Birr 562.98 million showing an increase of 27.8% over that of last year which was
Birr 440.45 million and the paid up capital as at 30 June 2021 has reached Birr 160.31
million.

The Board of Directors has been working with team spirit and professionalism in pro-
viding strategic guidance and support to the management. The Board gave great em-
phasis to strategic issues which are believed to have immense contribution in enhanc-
ing the efficiency and effectiveness of the company’s operational as well as customer
service activities. Accordingly, during the period under review, the Board of Directors
finalized the preparation and approval of the five years strategic plan which runs
from 2021/22 to 2025/26.
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It also made essential decisions which helped it not only keep the momentum but
also cautiously make a leap forward in the right direction and achieve its vision. To
mention few, relocation of the Head Quarter made in the just ended budget year to
Garad Commercial Center located on Bole road at WelloSefer roundabout, which is
by far more cozy and suitable than the former office space. So too, salary scale ad-
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Justment made so as to tackle the prevailing inflation rate and to motivate employees
of the company for more productivity.

On behalf of the Board of Directors, | would like to take this opportunity and extend
my gratitude to our respected customers who gave us their confidence and contin-
ued placement of their business with us. | also express my thanks and appreciations
to the National Bank of Ethiopia, Insurance Supervision Directorate, and the manage-
ment of Berhan Bank S.C and Re-insurers for their invaluable contribution for the
growth and profitability of the Company.

My sincere and heartfelt thanks and appreciation also goes to Company’s Board
Members, the Management team, the staff, Sales Agents and Brokers who should be
congratulated for the remarkable achievement.

Dear Shareholders,

Finally, in accordance with article 394 and 426 of the Commercial Code of Ethiopia
(2021) and Article 3 of the company’s Article of Association, | kindly present Board
of Directors’ report and the report of Auditors for the fiscal year ended June 30,
2021 for your consideration and approval.

Thank you!

Tewodros Meheret

Chairperson of Board of Directors and

Annual Shareholders General Meeting
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Statement of the CEO
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Dear our respected shareholders,

The year under review is explained by hectic and challenging economic perfor-
mance, political instability, an ever increasing price of spare parts, escalating of-
fice rent and the usual unethical fierce price competition among insurers. Despite
all these challenges, our company has registered a notable performance during
2020/21 fiscal year.

The Gross Written Premium (GWP) has reached Birr 176.35 million registering
26.13% growth as compared to last year same period of Birr 139.82 million. And
the underwriting result has been Birr 65.03 million which is 5.82% more from last
year corresponding period result of Birr 61.45 million.

In the reporting period, our company opened two additional branches in Addis
Ababa, raising the total number of branches to 22 to enhance our accessibility to
existing and potential customers. With regard to Human Capital capacity building,
trainings were given to employees to upgrade their competency.

In the coming fiscal year, the company planned to improve by far its efficiency and
effectiveness by implementing the five years strategic plan, deploying additional
sales agents, optimizing underwriting prudency, minimizing administrative expens-
es and reducing claims leakages.

The successes of our company would have not been achieved had all our stake-
holders were not on our side. Hence, special thanks should be given to them. 1 would
also like to present my heartfelt thanks to our Board of Directors for their valuable
strategic guidance, our fellow management members for their fruitful leadership
and our employees for their dedication and commitment throughout the year.

Thank you

Alemayehu Tefera

Chief Executive Officer
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Report of the Board of Directors

The Board of Directors of Berhan Insurance S.C is pleased to present hereby the an-
nual performance report of the Company based on audited Financial Statements for
the year ended 30thJune, 2021 to the 10th Annual General Meeting of shareholders
as follows.

1. Economic Overview
1.1 Global Economy

The global economy is projected to grow 6.0 percent in 2021 and 4.9 percent in
2022.The 2021 global forecast is unchanged from the April 2021 WEO, but with off-
setting revisions. Prospects for emerging market and developing economies have
been marked down for 2021, especially for Emerging Asia. By contrast, the forecast
for advanced economies is revised up. These revisions reflect pandemic develop-
ments and changes in policy support.

(IMF, World Economic Outlook, July 2021)

1.2 Ethiopian Economy

Real GDP growth in 2021 is projected to fall to 2%, and then recover to about 8% in
2022, led by a rebound in industry and services. Monetary policy is expected to re-
main flexible in response to the government’s financing requirements. Increased use
of open-market operations is expected to reduce inflation gradually. The fiscal defi-
cit is projected to increase as tax policy reforms are delayed due to COVID-19. The
current account is likely to deteriorate in 2021 before improving in 2022 as service
exports gradually pick up. The key downside risks to the economic outlook include
low investor confidence, in part due to sporadic domestic conflicts, weakness in
global growth, and climate change. (African Development Bank Group)

2. Ethiopian Insurance Industry

Ethiopian insurance market is at an embryonic stage of development, characterized
by low levels of insurance penetration (insurance industry’s aggregate contribution
to national GDP) and density (gross premium per capita) which are important growth
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indicators of insurance market. Life insurance accounts for about 5% of the overall
market. Both life and non-life sectors will be heavily dependent on the uptake of cov-
erage among the relatively small middle class. Growth in the non-life segment, in par-
ticular, will be supported by robust headline GDP growth, steady foreign investment,
sound infrastructure development efforts and elevated government spending levels.
Although the market has significant untapped long-term growth potential, structural
challenges such as poverty, famine and low incomes will limit the growth of life in-
surance and wider uptake over the foreseeable future. The competition among the
industry players continued based on price cutting and unethical practices instead of
service excellence. (Fitch Solutions)

The number of insurance companies stood at 18, of which 17 were private insurers
while one insurer is state owned and their branch network increased to 629 from
595 a year ago. Of the total branches, about 54.4% were placed in Addis Ababa. Total
capital of these insurance companies reached Birr 10.6 billion, of which about 72.3%
was that of private insurance companies. (NBE 3rd Quarter Report of 2020/21)

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

During the year under review, Gross Written Premium of the Company stood at Birr
176.35 million depicting a 26.13% growth over that of last year’s premium which was
Birr 139.82 million. With regard to the portfolio mix, Motor insurance accounted for
the largest share of premium income which is 59% of the total premium income of
the company. The remaining 41% is shared by other non-motor classes of business.

The following charts depict portfolio mixes of the two consecutive fiscal years.
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3.2 Claims /Loss Ratio

The overall loss ratio of the reporting period is 48% portraying a 4% increment from
last year’s percentage of 44%. A net claim incurred of Birr 56.3 million has been reg-
istered, of which 89% took by motor class of business which is more accident prone
as compared to others.

The table illustrates comparative Gross loss ratios by classes of business

2020/21 2019/20
1 f Net
= afs v Net Net Net ¢
Business . Loss . Earned Loss
Claims Earned Ratio Claims Ratio
Incurred | Premium Incurred .
Premium
Engineering 1,712 3,603 | 48% 261 3,761 70,
0
Fire 429 6,817 6% 1,150 4,940 23%
Marine 1,368 4,511 | 30% (594) 4,895 12%
Motor 49,859 77,616 | 64% 40,966 67,811 60%
0
Pecuniar 222 14,391 2% 757 13,145
y 6%
- 0
Others 2,737 11,097 | 25% 4,701 10,545 45%
Total 56,326 118,036 | 48% 45,727 105,099 44%

3.3 Underwriting Result

During the fiscal year, the Company earned underwriting profit of Birr 65.03 million
which is an increase of 5.82% as compared to last year’s same period of Birr 61.45
million. Motor insurance contributed the largest percentage share which is 40% fol-
lowed by pecuniary, others, Fire, Marine and Engineering.
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The chart displays underwriting surplus contribution by classes of business

3.4 Investment

The company paid utmost attention to monitor its cash flows and implement invest-
ment income management strategies throughout the year to ensure that investment
returns are maximized while maintaining adequate cash to meet its operating ex-
penses and claims obligations. Investment income grew by 22.32% to Birr 35 million
as compared to last year same period amount of Birr 28.61 million.

3.5 Expenses

During the budget year, the total General and Administrative Expenses of the Com-
pany is Birr 56.7 million which is more than last year’s figure of Birr 55.96 million by
1.32%.

3.6 Profit

Despite the unsatisfactory performance of the country’s economy in the year under
review, the company managed to register profit before income tax of Birr 45.7 mil-
lion which is 27.6% higher compared to the profit registered in the preceding fiscal
year of Birr 35.8 million.
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4. Statements of Financial Position

4.1 Assets

The balance sheet as at June 30, 2021 indicates that the total assets of the Company
stood at Birr 562.98 million showing an increase of 27.8% over last year similar pe-

riod of Birr 440.45 million.

4.2 Liabilities

The total liabilities of the Company reached at Birr 349.66 million showing an in-
crease of 24.13% as compared to the previous year which was Birr 281.69 million.

4.3 Equity Capital

The Company’s total equity capital as of June 30, 2021 is Birr 213.32 million, which is
higher than last year same period amount by Birr 54.55 million or 34.36%

In Birr 000 2020/21 2019/20 2018/19
Gross Written Premium 176.35 139.82 121.86
Net Written Premium 137.62 108.48 96.67
Net Earned Premium 118.04 105.10 88.04
Net Profit/Loss after tax 42.26 33.44 24.51
Total Asset 562.98 440.45 410.03
Total Liabilities 349 .66 281.68 280.47
Shareholders Fund 213.32 158.77 129.57
Paid-up Capital 160.31 117.68 100.00

13
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The table shows three consecutive fiscal years key performance indicators
/in million/

The chart represents the three consecutive fiscal years comparative Financial
Position /in million/

. 4
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5. Branch Expansion

The numbers of Company’s business outlets operating throughout the Country are
23, out of which 14 of them are located in the capital and the remaining 9 are situated
in economically promising regional towns.

6. Human Capital

The company is paying attention to maintain conducive working environment so as
to make itself the preferred choice of employees to stay within it. At the end of the
reporting period, the number of employees of the Company reached at 195 with a
gender blend of female and male 51.28% and 48.72%, respectively. The company
is committed to enhance the knowledge and skill of employees by providing vari-
ous trainings on insurance operations, finance, customer service and other relevant
courses on the basis of training needs assessment.

7. Corporate Social Responsibility

In order to discharge our social responsibility as a corporate citizen, our company
sponsored the following organizations. The Company will continue to strengthen its
assistance in this regard.

@ Ethiopian Youth Peace and Prosperity Mission League

@ Ethio Safety and Security

@ Transport Associations

8. Marketing & Business Development

During the period under review, various promotional activities have been performed
using Television, Radio and Print Medias to promote the Company and its products.
Due to the Global Corona pandemic the company was unable to conduct an event
concerning its 10th year establishment anniversary, staff day and customers’ day.
However branded printed materials were prepared and distributed to company’s cus-
tomers in addition to broadcasting radio and television advertisements concerning
its anniversary.

[
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9. Operations Management
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As condition in the operational landscape changes, we are constantly adjusting our
strategy and its execution so as to maximize the underwriting result of the company
by identifying ways to address customers’ demand, risk selection, balancing risk and
premium rate, front office employees underwriting and claims knowledge develop-
ment and cost efficiency on both underwriting and claim handling processes.

10. Challenges faced in the fiscal year and Future Strategic Direc-
tions

The fiscal year under review has been challenging due to the war in the northern part
of the country, unrest and displacement of citizen in different parts of the country,
economic slowdown and an ever increasing inflation rate.

Although the Company made a remarkable profit during the fiscal year, it faced the
following challenges:

Unhealthy price based competition among the industry actors;

Continuous escalation of vehicles’ repair cost;

Lack of trained and experienced manpower in the labor market;

Absence of IT system to handle the day to day operations efficiently and
effectively.

® ® D D

In order to do away with the challenges and to enhance the overall performance of
the Company, we have planned to perform the following activities in the fiscal year
(2021/22).

@  Strict follow-up on the implementation of the Five years Strategic Plan
which runs from 2021/22 to 2025/26;

Increase staff competencies through continuous trainings;

Maintain claims to premium ratio within the budget limit;

Control the overall administrative expenses to a reasonable limit;

Enhance underwriting result by exercising prudence in both underwriting
and claims handling practices;

Commencing the process of purchasing IT system;

Increase the percentage of profitable non-motor classes of business for
sustainable operational result;

@  Design a strategy that will enable us to identify prominent
brokerage firms and enhance GWP of the Compa

® @ @ @

=
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11.Vote of Thanks

Finally, I would like to express my sincere gratitude and appreciation to the National
Bank of Ethiopia, esteemed Customers, company’s founders, shareholders, Board
members, Management and Staff members, Reinsurers, Sales Agents, Brokers and
other stakeholders for their unreserved cooperation and support without which this
remarkable result would have not been achieved.

17
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Berhan Insurance S. C
Report of the directors
For the year ended 30 June 2021

The directors submit their report together with the financial statements for the year ended 30 June 2021, 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 2021 are set out on page 4. The profit for the year has been transferred to
retained earnings. The summarised results are presented below.

30 June 2021 30 June 2020

Birr'000 Birr'000
Gross premium written 176,350 139,820
Profit before income tax 45,664 35,800

Profit tax expense (3,403) (2,360)
Net Profit for the year 42,261 33,440

Directors

The directors who held office during the year and to the date of this report are set out on page 23

Alemayehu Tefera
Company Secretary
Addis Ababa, Ethiopia
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Berhan Insurance S. C
Statement of directors’ responsibilities
For the year ended 30 June 2021

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 1960, 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

¢) ~cnable the National Bank of Ethiopia to determine whether the Insurance Company had complied with the provisions ot 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 2013 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:

petie

-

Tewodros Meheret
Board Chairman

Alemayehu Tefera
Managing Director

2% p—
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Tel: + 251-011-466 11 57  Mobile 251-91-122 32 10 chalatewodros@gmail.com
>> 96-621 59 21 Addis Ababa Ethiopia

A&0 A R APRE

Partners
Degefa Lemessa, B.A, FCCA & Tewodros Hailu, M.A, FCCA

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF

Berhan Insurance S.C

OPINION

We have audited the accompanying financial statements of Berhan Insurance S.C which
comprise the statement of profit and loss and other comprehensive income for the year ended
30 June 2021, statement of financial position as at 30 June 2021, statement of changing
equity and statement of cash flows for the year then ended and summary of significant

accounting policies and other explanatory information.

In our opinion, the financial statements give a true and fair view of the financial position of
Berhan Insurance S.C as at 30 June 2021 and of its financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards
as issued by IASB.

As required by the commercial code of Ethiopia, based on our audit we report as follows:

1)  Pursuant to Article 349 (1) of the Commercial Code of E and based on

A
our reviews of the board of directors’ report, we hav "a'ng:'i‘nA ter that we
may wish to bring to your attention. 3‘?‘; '
. . ? '
ii) Pursuant to article 349 (2) of the commercial cod @I%I end the

We conducted our audit in accordance with International Standar f Iing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
company in accordance with the International Ethics Standards Board for Accountants’ code
of Ethics for Professional Accountants (IESBA Code) together with the ethical requirements
that are relevant to our audit of the financial statements in Ethiopia, and we have fulfilled

our other ethical responsibilities in accordance with these requirements and the IESBA

Code. We believe that the audit evidence we have obtained is sufficient and appropriat

provide a basis for our opinion.
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KEY AUDIT MATTER

Key audit matters are those matters that, in our professional judgment, were of most significance in

our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole and in forming our opinion thereon; we do
not provide a separate opinion on these matters. We have determined there are no the key audit

matters to be communicated in our report

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting policies of the company and for such internal
controls as management determines is necessary to enable the preparation of financial

statements that are free from material misstatements whether due to fraud or error.

In preparing the financial statements management is responsible for assessing the
company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis for accounting unless management either
intends to liquidate the company or to close operations, or has no realistic alternative but to

do so.

Those charged with governance are responsible for overseeing the company’s financial

reporting process.

Auditors Responsibility for the Audit of the financial Statements

Our objectives are to 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 misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

ﬂ

E Ko =
£ AL

Degefa & Tewodros Audit Services
Partnership
hartered Certified Accountants

Addis Ababa
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Berhan Insurance S. C
Statement of financial position

As at 30 June 2021
30 June 2021 30 June 2020
Notes Birr'000 Birr'000

ASSETS
Cash and cash equivalents 13 312,032 223,233
Investment securities

- Available for sale 14.1 47,203 41,419

- Loans and receivables 14.2 17,500 11,500
Statutory Deposit in cash 21 5,186 3,500
Trade and other receivables 15 8,758 13,466
Reinsurance assets 16 103,852 101,610
Deferred acquisition cost 17 3,181 2,308
Other assets 18 29,407 13,184
Intangible assets 19 0 2
Property, plant and equipment 20 35,856 30,230
Total assets 562,975 440,451
LIABILITIES
Insurance contract liabilities 22 275,000 237,515
Deferred tax liabilities 12.3 835 876
Current income tax liabilities 12.2 3,443 2,170
Insurance payables 23 27,165 4,674
Other liabilities 24 43216 36,448
Total liabilities 349,660 281,685
EQUITY
Share capital 27 160,311 117,676
Share premium 28 1,246 1,246
Retained earnings 30 37,730 30,039
Other com income 217 220
Legal reserve 31 13,812 9,586
Total equity 213,316 158,768
Total equity and liabilities 562,975 440,451

The notes on pages32to 78 are an integral part of these financial statements.

The financial statements on pages32to 78 were approved and authorised for issue by the board of directors on October 14, 2021

and were signed on its behalf by:

gl

Tewodros Meheret
Board Chairman

=

Alemayehu Tefera
Managing Director
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Berhan Insurance S. C
Statement of profit or loss and other comprehensive income
For the year ended 30 June 2021

30 June 30 June

2021 2020
Notes Birr'000 Birr'000
Gross premium income 5.1 156,763 136,443
Reinsurance expenses 5.3 (38,727) (31,345)
Net premium income 118,036 105,098
Fee and commission income 6 8,738 7,099
Net underwriting income 126,774 112,197
Claims expenses 7.1 59,147 63,887
Claims expenses recoverable from reinsurance 7.2 (2,820) (18,160)
Net claims and loss adjustment expense 56,327 45,727
Underwriting expenses 8 5,420 5,022
Total underwriting expenses 61,747 50,749
Underwriting profit 65,027 61,448
Investment income 9 34,996 28,610
Other operating income 10 2,336 1,702
37,332 30,312
Net income 102,359 91,760
Other operating and administrative expenses 11 (56,695) (55,959)
Impairment on loans and receivables including 15.1 - -
insurance receivables
Profit before income tax 45,664 35,800
Income tax expense 12.1 (3,403) (2,360)
Profit for the year 42,261 33,440
Other comprehensive income
Items that will not be subsequently reclassified into profit or loss:
Deferred tax (liability)/asset on remeasurement gain or (5) 87
Deferred tax (liability)/asset 12.3 1 (26)
(3) 61
Total comprehensive income for the year 42,258 33,501
Basic & diluted earnings per share (Birr) 29 28% 29%

The notes on pages32to 78 are an integral part of these financial statements.
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Berhan Insurance S. C
Statement of changes in equity
For the year ended 30 June 2021

Other
Share Share  Retained Legal comprehe

. . . X Total
capital  premium earnings reserve  nsive
income

Notes Birr'000  Birr'000 Birr'000 Birr'000 Birr'000
As at 1 July 2019 100,000 1,246 22,063 6,258 129,567
Opening balance adjustment - - (143) (16) 159 -
Reinstated balance as at 1 July, 2019 100,000 1,246 21,920 6,242 159 129,567
Profit for the year 30 - - 33,440 - 33,440
Dividend paid - - (21,977 - (21,977)
Proceeds from issue of shares 17,676 - - - 17,676
Transfer to legal reserve 31 - - (3344 3,344 -
Other comprehensive income: 61 61
Total comprehensive income for the year 17,676 - 8,119 3,344 61 29,201
As at 30 June 2020 117,676 1,246 30,039 9,586 220 158,768
As at 1 July 2020 117,676 1,246 30,039 9,586 220 158,768
Profit for the year 30 - - 42,261 - 42,261
Dividend paid - - (30,344) - (30,344)
Proceeds from issue of shares 42,635 - - - 42,635
Transfer to legal reserve 31 - - (4220) 4,226 -
Other comprehensive income: (3)
Total comprehensive income for the year 42,635 - 7,690 4,226 3) 54,552
As at 30 June 2021 160,311 1,246 37,730 13,812 217 213,319

The notes on pages32to 78 are an integral part of these financial statements.

= 3




O © 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 O 0 0 0O 0 0 0O 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Berhan Insurance S. C
Statement of cash flows
For the year ended 30 June 2021

e
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30 June 2021 30 June 2020

Notes Birr'000 Birr'000
Cash flows from operating activities
Cash generated from operations 32 (8,187) (7,455)
Interest received 28,263 21,562
Interest paid - -
Income tax paid 12 (2,170) (1,119)
Net cash inflow from operating activities 17,905 12,987
Cash flows from investing activities
Purchase of investment securities 14 (11,784) -
Purchase of property, plant and equipment 20 (9,537) (7,408)
Purchase of intangible assets 19 - -
Proceeds from sale of property, plant and equipment 32 1,964 1,888
Dividend received
Net cash outflow from investing activities (19,357) (5,521)
Cash flows from financing activities
Increase in statutory deposits 21 (1,686) (839)
Proceeds from issues of shares 27 42,635 17,676
Increase in share premium 28 - -
Dividends paid 30 (30,344) (21,977)
Net cash outflow from financing activities 10,604 (5,139)
Net increase in cash and cash equivalents 9,152 2,327
Cash and cash equivalents at the beginning of the year 13.1 39,886 37,559
Cash and cash equivalents at the end of the year 13.1 49,038 39,886

The notes on pages32to 78 are an integral part of these financial statements.
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Berhan Insurance S. C
Notes to the financial statements
For the year ended 30 June 2021

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 1960. 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 2021 have been prepared in accordance with International Financial Reporting Standards
("IFRS") as issued by the International Accounting Standards Board ("IASB"). 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.

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.
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2.2.1 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.

2.2.2 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 2021, 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:

IFRS 9 - Financial Instruments

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9
includes revised guidance on the classification and measurement of financial instruments, including a new expected credit loss model for
calculating impairment on financial assets, and the new general hedge accounting requirements. It also carries forward the guidance on
recognition and derecognition of financial instruments from IAS 39. IFRS 9 is effective for annual reporting periods beginning on or after 1
January 2018, with early adoption permitted.

IFRS 9 requires all financial assets, except equity instruments, to be assessed based on a combination of the entity’s business
model for managing the assets and the instruments’ contractual cash flow characteristics. The IAS 39 measurement categories
will be replaced by: fair value through profit or loss (FVPL), fair value through other comprehensive income (FVOCI), and
amortised cost. IFRS 9 will also allow entities to continue to irrevocably designate instruments that qualify for amortised cost or
fair value through OCI instruments as FVPL, if doing so eliminates or significantly reduces a measurement or recognition
inconsistency. Equity instruments that are not held for trading may be irrevocably designated as FVOCI, with no subsequent
reclassification of gains or losses to the income statement. The accounting for financial liabilities will largely be the same as the
requirements of IAS 39, except for the treatment of gains or losses arising from an entity’s own credit risk relating to liabilities
designated at FVPL. Such movements will be presented in OCI with no subsequent reclassification to the income statement,
unless an accounting mismatch in profit or loss would arise.

There is now a new expected credit losses model that replaces the incurred loss impairment model used in IAS 39. For financial
liabilities there were no changes to classification and measurement except for the recognition of changes in own credit risk in
other comprehensive income, for liabilities designated at fair value through profit or loss.

IFRS 9 relaxes the requirements for hedge effectiveness by replacing the bright line hedge effectiveness tests. It requires an
economic relationship between the hedged item and hedging instrument and for the ‘hedged ratio’ to be the same as the one
management actually use for risk management purposes. Contemporaneous documentation is still required but is different to
that currently prepared under IAS 39. Early adoption of the standard is permitted.

3] p—
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IFRS 16 - Leases
This standard was issued in January 2016 (effective 1 January 2019) . It sets out the principles for the recognition, measurement,

presentation and disclosure of leases. The objective is to ensure that lessees and lessors provide relevant information in a
manner that faithfully represents those transactions. The standard introduces a single lessee accounting model and requires a
lessee to recognise assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low
value.

A lessee is required to recognise a right-of-use asset representing its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. It also substantially carries forward the lessor accounting requirements in
IAS 17. Right-of-use assets and lease liabilities

The Company has applied IFRS 16 ‘Leases’ with effect from 1 July 2019 using modified retrospective approach.

Leases are recognized, measured and presented in line with IFRS 16 ‘Leases’.

The Company implemented a single accounting model, requiring lessees to recognize assets and liabilities for all leases
excluding exceptions listed in the standard.

Based on the accounting policy applied the Company recognizes a right-of-use asset and a lease liability at the commencement
date of the contract for all leases conveying the right to control the use of an identified assets for a period of time. The
commencement date is the date on which the contract of the lease started.

The right-of-use assets are initially measured at cost, which is the amount of the initial measurement of the lease liability,
Depreciation is calculated using the straight-line method over the lease term.

The lease liability is initially measured at the present value of the lease payments that are not paid at that date discounted by
incremental average lending rate of 14.25% as per NBE report for the third quarter of the 2019/20.

IFRS 17 - Insurance contracts

IFRS 17 was issued in May 2017 and 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.

This standard requires a company that issues insurance contracts to report insurance obligations and risks on the balance sheet as
the total of:

(a) the fulfilment cash flows—the current estimates of amounts that the insurer expects to collect from premiums and pay out for
claims, benefits and expenses, including an adjustment for the timing and risk of those cash flows; and

(b) the contractual service margin—the expected profit for providing future insurance coverage (i.e. unearned profit).

The measurement of the fulfilment cash flows reflects the current value of any interest-rate guarantees and financial options
included in the insurance contracts.

The standard replaces IFRS 4 ‘Insurance contracts’. The standard is effective for annual periods beginning on or after 1 January
2021 and earlier application is permitted. The Company is yet to assess the expected impact on this standard.

=
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2.3 Foreign currency translation

a)

b)

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.

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 straj to allocate their cost to their residual values over their estimated useful

lives, as follows:

Asset class Useful lif Dep;{ec:atlon Estimated Residual value
seful life ate

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.
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2.5 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 finite 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 t;
their estimated useful lives, as follow:

Assets class Useful lives (years)
Computer software 8

2.5 Intangible assets (Contd)
Deferred policy acquisition costs (DAC)

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 of.

2.6 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.

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 recognise
in the income statement.




ANNUAL REPORT 2020/21 &

Jo © 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

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.

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

Subsequent measurement
For purposes of subsequent measurement, the Company's financial assets are classified into two

» 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 nd
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.

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.

'Day 1' profit or loss

When the transaction price differs from the fair value of other observable current market transactions in the same instrument or
based on a valuation technique whose variables include only data from observable markets, the Company immediately
recognises the difference between the transaction price and fair value (a ‘Day 1° profit or loss) in ‘Other operating income’.

In cases where fair value is determined using data which is not observable, the difference between the transaction price and
model value is only recognised in the profit or loss when the inputs become observable, or when the instrument is derecognised.
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2.7.1 Financial assets (Contd)

Reclassification of financial assets

Reclassification is at the election of management, and is determined on an instrument by instrument basis. The Company does
not reclassify any financial instrument into the fair value through profit or loss category after initial recognition.

For a financial asset reclassified out of the ’Available—for—sale’ category, any previous gain or loss on that asset that has been
recognised in equity is amortised to income statement over the remaining life of the investment using the EIR. Any difference
between the new amortised cost and the expected cash flows is also amortised over the remaining life of the asset using the EIR.
If the asset is subsequently determined to be impaired then the amount recorded in equity is reclassified to income statement.

Derecognition of financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e. removed from the Company’s statement of financial position) when:

« the rights to receive cash flows from the asset have expired, or
 the Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a ‘pass—through’ arrangement; and either

(a) the Company has transferred substantially all the risks and rewards of the asset, or
(b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Company continues to recognise
the transferred asset to the extent of the Company’s continuing involvement. In that case, the Company also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

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

Impairment of financial assets

The Company assesses at each reporting date, whether there is any objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more events that has occurred since the initial recognition of the
asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial asset or the Company of
financial assets that can be reliably estimated.

Evidence of impairment may include indications that the borrower or a group of borrowers is experiencing significant financial
difficulty, the probability that they will enter bankruptcy or other financial reorganisation, default or delinquency in interest or
principal payments and where observable data indicates that there is measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults.

(i) Financial assets carried at amortised cost

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

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows (excluding future expected credit losses
that have not yet been incurred). The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognised in income statement. Interest income continues to be accrued on the reduced carrying amount
and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment
loss.The interest income is recorded as part of ‘Interest and similar income’. Loans together with the associated allowance are
written off when there is no realistic prospect of future recovery and all collateral has been realised or has been transferred to the
Company. If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously recognised impairment loss is increased or reduced by adjusting
the allowance account. If a future write—off is later recovered, the recovery is credited to the ’loan impairment charge’.

The present value of the estimated future cash flows is discounted at the financial asset’s original EIR. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current EIR.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the Company’s internal
credit grading system, that considers credit risk characteristics such as asset type, industry, geographical location, collateral type,
past—due status and other relevant factors.

Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on the basis of
historical loss experience for assets with credit risk characteristics similar to those in the Company.

Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current conditions on which
the historical loss experience is based and to remove the effects of conditions in the historical period that do not exist currently.
Estimates of changes in future cash flows reflect, and are directionally consistent with, changes in related observable data from
year to year (such as changes in unemployment rates, property prices, commodity prices, payment status, or other factors that are
indicative of incurred losses in the Company and their magnitude). The methodology and assumptions used for estimating future
cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss experience.

(ii) Available-for-sale (AFS) financial assets

Available-for-sale financial assets are impaired if there is objective evidence of impairment, resulting from one or more loss
events that occurred after initial recognition but before the reporting date, that have an impact on the future cash flows of the
asset. In addition, an available-for-sale equity instrument is generally considered impaired if a significant or prolonged decline
in the fair value of the instrument below its cost has occurred. Where an available-for-sale asset, which has been remeasured to
fair value directly through equity, is impaired, the impairment loss is recognised in profit or loss. If any loss on the financial
asset was previously recognised directly in equity as a reduction in fair value, the cumulative net loss that had been recognised
in equity is transferred to profit or loss and is recognised as part of the impairment loss. The amount of the loss recognised in
profit or loss is the difference between the acquisition cost and the current fair value, less any previously recognised impairment
loss.

If, in a subsequent period, the amount relating to an impairment loss decreases and the decrease can be linked objectively to an
event occurring after the impairment loss was recognised, where the instrument is a debt instrument, the impairment loss is
reversed through profit or loss. An impairment loss in respect of an equity instrument classified as available-for-sale is not
reversed through profit or loss but accounted for directly in equity.

2.7.2 Financial liabilities

Initial recognition and measurement

Financial liabilities are classified at initial recognition, as financial liabilit} i Yprofit or loss and other
financial liabilities.

-
All financial liabilities are recognised initially at fair value and, in tlfe Case j‘%\r‘ma?ﬂiaﬁ)i ties, net of directly
attributable transaction costs. The Company's financial liabilities include 'r%hrale CQH A4 Sideilj ies, jnsprance payables, and

other liabilities. o %
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2.7.2 Financial liabilities (Contd)

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

a) Financial liabilities at amortised cost

These are financial liabilities 1ssued by the Company, that are not designated at fair value through profit or loss but are classitied
as financial liabilities at amortised cost, where the substance of the contractual arrangement results in the Company having an
obligation either to deliver cash or another financial asset to the holder, or to satisfy the obligation other than by the exchange of
a fixed amount of cash or another financial asset for a fixed number of own equity shares.

After initial measurement, financial liabilities at amortised cost are subsequently measured at amortised cost using the EIR.
the EIR.

All financial liabilities of the Companv are carried at amortised cost.
Derecognition of financial liabilities

Financial liabilities are derecognised when they have been redeemed or otherwise extinguish

2.7.3 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial pdsti e Company
has a legally enforceable right to offset the recognised amounts, and there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously. The legal enforceable right must not be contingent on future events and must be
enforceable in the normal course of business and in event of default, insolvency or bankruptcy of the Company or the
counterparty.

2.8 Other assets

Other assets are generally defined as claims held against other entities for the future receipt of money or other benefits. The
other assets in the Company's financial statements include the following:

(a) Prepayments

Prepayments are payments made in advance for services to be enjoyed in future. The amount is initially capitalized in the
reporting period in which the payment is made and subsequently amortised over the period in which the service is to be enjoyed.

(b) Other receivables
Other receivables are recognised upon the occurrence of event or transaction as they arise and cancelled when payment is
received. The Company's other receivables are staff debtors and sundry debtors.

2.9 Cash and cash equivalents

Cash and cash equivalents comprise balances with less than three months’ maturity from the date of acquisition, including cash
in hand, deposits held at call with Banks and other short-term highly liquid investments with original maturities of three months
or less.

For the purposes of the cash flow statement, cash and cash equivalents include cash in hand, cash at bank, short term deposit
with banks.

2.10 Insurance contracts
2.10.1 Classification

The Company issues contracts that transfer insurance risk or financial risk or both. Insurance contracts are those contracts that
transfer significant insurance risk. Such contracts may also transfer financial risk. As a general guideline, the Company defines
as significant insurance risk the possibility of having to pay benefits on the occurrence of an insured event that are at least 10%
more than the benefits payable if the insured event did not occur.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk.
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2.10.2 Recognition and measurement

The Company's insurance contracts are short term insurance contracts. This classification is based on the duration of risk and
whether or not the terms and conditions are fixed.

Short-term insurance contracts

These contracts are casualty, property and short-duration life insurance contracts.

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

Property insurance contracts mainly compensate the Company’s customers for damage suffered to their properties or for the
value of property lost. Customers who undertake commercial activities on their premises could also receive compensation for
the loss of earnings caused by the inability to use the insured properties in their business activities (business interruption cover).
Short-duration life insurance contracts protect the Company’s customers from the consequences of events (such as death or
disability) that would affect the ability of the customer or his/her dependents to maintain their current level of income.
Guaranteed benefits paid on occurrence of the specified insurance event are either fixed or linked to the extent of the economic
loss suffered by the policyholder. There are no maturity or surrender benefits.

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

Claims and loss adjustment expenses are charged to income as incurred based on the estimated liability for compensation owed
to contract holders or third parties damaged by the contract holders. They include direct and indirect claims settlement costs and
arise from events that have occurred up to the end of the reporting period even if they have not yet been reported to the
Company. the Company does not discount its liabilities for unpaid claims other than for disability claims. Liabilities for unpaid
claims are estimated using the input of assessments for individual cases reported to the Company and statistical analyses for the
claims incurred but not reported, and to estimate the expected ultimate cost of more complex claims that may be affected by
external factors (such as court decisions).
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2.10.3 Liability adequacy test

At each end of the reporting period, liability adequacy tests are performed to ensure the adequacy of the contract liabilities net of
related deferred acquisition costs (DAC) assets. In performing these tests, current best estimates of future contractual cash flows
and claims handling and administration expenses, as well as investment income from the assets backing such liabilities, are
used. Any deficiency is immediately charged to profit or loss initially by writing off DAC and by subsequently establishing a
provision for losses arising from liability adequacy tests (the unexpired risk provision).

2.10.4 Reinsurance contracts held

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses on one or more
contracts issued by the Company and that meet the classification requirements for insurance contracts are classified as
reinsurance contracts held. Contracts that do not meet these classification requirements are classified as financial assets.
Insurance contracts entered into by the Company under which the contract holder is another insurer (inwards reinsurance) are
included with insurance contracts.

The benefits to which the Company is entitled under its reinsurance contracts held are recognised as reinsurance assets. These
assets consist of short-term balances due from reinsurers, as well as longer term receivables that are dependent on the expected
claims and benefits arising under the related reinsured insurance contracts. Amounts recoverable from or due to reinsurers are
measured consistently with the amounts associated with the reinsured insurance contracts and in accordance with the terms of
each reinsurance contract. Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are recognised as
an expense when due.

In certain cases, a reinsurance contract is entered into retrospectively to reinsure a notified claim under the Company’s property
or casualty insurance contracts. Where the premium due to the reinsurer differs from the liability established by the Company for
the related claim, the difference is amortised over the estimated remaining settlement period.

The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the
reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance asset to its recoverable amount and
recognises that impairment loss in the income statement. The Company gathers the objective evidence that a reinsurance asset is

impaired using the same process adopted for financial assets held at amortised cost. The impairment loss is calculated following
4tha caman manthad sinad Fav thaca Finnnninl anonta

2.10.5 Receivables and payables related to insurance contracts and investment contracts

Receivables and payables are recognised when due. These include amounts due to and from agents, brokers and insurance
contract holders. If there is objective evidence that the insurance receivable is impaired, the Company reduces the carrying
amount of the insurance receivable accordingly and recognises that impairment loss in the income statement. The Company
gathers the objective evidence that an insurance receivable is impaired using the same process adopted for loans and receivables.

The impairment loss is calculated under the same method used for these financial assets.

2.10.6 Salvage and subrogation reimbursements

Some insurance contracts permit the Company to sell (usually damaged) property acquired in settling a claim (for example,
salvage). the Company may also have the right to pursue third parties for payment of some or all costs (for example,
subrogation).

Estimates of salvage recoveries are included as an allowance in the measurement of the insurance liability for claims, and
salvage property is recognised in other assets when the liability is settled. The allowance is the amount that can reasonably be
recovered from the disposal of the property.

Subrogation reimbursements are also considered as an allowance in the measurement of the insurance liability for claims and are
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2.11 Revenue recognition

a)

b

(9]

d)

Gross premiums

Gross general insurance written premiums comprise the total premiums receivable for the whole period of cover provided by
contracts entered into during the reporting period. They are recognised on the date on which the policy is effective. Premiums
include any adjustments arising in the reporting period for premiums receivable in respect of business written in prior
accounting periods. Premiums collected by intermediaries, but not yet received, are assessed based on estimates from
underwriting or past experience and are included in premiums written.

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after the reporting date.
Unearned premiums are calculated using the 1/24th method as prescribed by Licensing and Supervision of Insurance Business
Directive No SIB/17/98. The proportion attributable to subsequent periods is deferred as a provision for unearned premiums.

Reinsurance premiums

Gross general reinsurance premiums ceded comprise the total premiums payable for the whole cover provided by contracts
entered into in the period and are recognised on the date on which the policy incepts. Premiums include any adjustments arising
in the accounting period in respect of reinsurance contracts incepting in prior accounting periods.

Unearned reinsurance premiums are those proportions of premiums ceded in a year that relate to periods of risk after the
reporting date. Unearned reinsurance premiums are deferred over the term of the underlying direct insurance policies for risks-
attaching contracts and over the term of the reinsurance contract for losses-occurring contracts.

Reinsurance premiums and claims on the face of the statement of profit or loss have been presente: negative items within

Fees and commission income

% ©
‘ . o o a o &

Insurance contract policyholders are charged for policy administration services, investment a?mgyl?lgniﬁ\r/(eﬁf surrenders and
other contract fees. These fees are recognised as revenue over the period in which the related & eFr'eﬂaer %

are for services provided in future periods, then they are deferred and recognised over those future periods.

Investment income

Interest income is recognised in the statement of profit or loss as it accrues and is calculated by using the EIR method. Fees and
commissions that are an integral part of the effective yield of the financial asset are recognised as an adjustment to the EIR of
the instrument.

Investment income also includes dividends when the right to receive payment is established, which is generally when the
shareholders approve and declare the dividend.

2.12 Gross benefits and claims

General insurance and health claims include all claims occurring during the year, whether reported or not, related internal and
external claims handling costs that are directly related to the processing and settlement of claims, a reduction for the value of
salvage and other recoveries, and any adjustments to claims outstanding from previous years.

2.13 Reinsurance claims

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms of the relevant
contract.
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2.14 Employee benefits
(a) Wages, salaries and annual leave

Wages, salaries, bonuses, other contributions, paid annual leave and sick leave are accrued in the year in which the associated
services are rendered by employees of the Company.

(b) Defined contribution plan
The company operates two defined contribution retirement benefit schemes for its employees. A defined contribution plan is a
pension plan under which the company pays fixed contributions into a separate entity. In a defined contribution plan, the
actuarial risk falls 'in substance' on the employee. They include;
i) pension scheme in line with the provisions of Ethiopian pension of private organisation employees proclamation 715/2011.
Funding under the scheme is 7% and 11% by employees and the Company respectively;
ii) provident fund contribution, funding under this scheme is also 7% and 11% by employees and the Company respectively
based on the employees' salary.
The company has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service in the current and prior periods.
The assets of this scheme are held in separate trustee administered funds, which are funded by contributions from both the
employee and the company. The contributions are recognised as employee benefit expense in the profit or loss in the year they
relate. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future payments is
available.

2.15 Fair value measurement

The Company measures financial instruments classified as available-for-sale at fair value at each year end. Fair value related
disclosures for financial instruments and non-financial assets that are measured at fair value or where fair values are disclosed
are, summarised in the following notes:

¢ Disclosures for valuation methods, significant estimates and assumptions Note 4.8.1 and Notes 3

« Quantitative disclosures of fair value measurement hierarchy Note 4.8.2

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to sell
the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability, or
« In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the
asset or liability, assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

2.15 Fair value measurement (Contd)
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair
value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a
whole:
e Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or
indirectly observable.
e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.
The Company’s management determines the policies and procedures for both recurring fair value measurement, such as
available-for-sale financial assets.

ies whose business model is predominantly to issue insurance contracts an
21, and Berhan Insurance s.c is opted to deffer it. In this regar

=
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2.16

2.17

2.18

. Berhan insurance s.c. has not previously applied any version of IFRS 9.
. The total carrying amount of liabilities connected with insurance, which includes liabilities under IFRS 4 and investment
contract liabilities measured at fair value under IAS 39, for the year ended 30 June 2021 is equivallent to 94% of total liabilities

which is significant.

Fair value of financial instruments

Equity Investment 30-Jun-21 30-Jun-20
Investment in shares - Berhan Bank 54,261 50,069
Investment in shares - Ethio Re 5,000 5,000
Total 59.261 55.069
30-Jun-21 30-Jun-20
Beginning Balance 55,069 47,340
Additions - -
Increase/(decrease) in fair value 4,192 7,728
Disposals - -
Closing fair value 59,261 55,069

This investment is unquoted equity instrument subsequently measured at fair vlue. The estimated fair value of the equity
investment in Berhan bank share company is Birr 50,068,641 and Birr 54,261,000 for the year ended 30 june 2020 and 2021
respectively.This fair value has been determined by applying an appropriate valuation technique, the dividend discount method .
This valuation has not been performed by an independent valuer.In applying this method management has assumed an estimated
annual dividend income of birr 7,596,540 for the financial year ended June 30,2021 by reference to past trend and a minimum
rate of return of 15%. The dividend earned from the bank is assumed to follow the same trend. So the average dividend earned
for the past five years was used to determine the fair value.

The investment in equity instrument of Ethio-Re was reported at cost, due to the lack of relevant information.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. When the Company expects some or all of a provision to be reimbursed,
for example, under an insurance contract, the reimbursement is recognised as a separate asset, but only when the reimbursement
is virtually certain. The expense relating to a provision is presented in income statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects, when
appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to the passage of time
is recognised as other operating expenses.

Share capital

Incremental costs directly attributable to the issue of new shares or options or to the acquisition of a business are shown in
equity as a deduction, net of tax, from the proceeds. The excess of the issue price over the par value is recorded in the share
premium reserve.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) for its ordinary shares. Basic EPS are calculated by dividing
the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of shares outstanding
during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and weighted average number of
ordinary shares outstanding for the effect of all diluted potential ordinary shares.
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2.19 Dividends

Dividends are recorded in equity in the period in which they are declared. Any dividends declared after the end of the reporting
period and before the financial statements are authorised for issue, are disclosed in the subsequent events note. The statutory
accounting reports of the Company are the basis for profit distribution and other appropriations. Ethiopian legislation identifies
the basis of distribution as the current year net profit.

2.20 Income taxation

(a) Current income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on the applicable
income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to unused tax
losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the
reporting period in Ethiopia. Management periodically evaluates positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

(b) Deferred tax

Deferred tax is recognised on temporary differences arising between the tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, deferred tax liabilities are not recognised if they arise from the initial recognition
of goodwill; deferred tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than
a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date
and are expected to apply when the related deferred tax asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred taxes assets and liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.

3 Significant accounting judgements, estimates and assumptions

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

Other disclosures relating to the Company’s exposure to risks and uncepfasmssesaincludes:

« Capital management Note 4.7
« Financial risk management and policies Note 4.3
« Sensitivity analyses disclosures Note 4.2
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3.1 Judgements

In the process of applying the Company’s accounting policies, management has made the following judgements, which have the
most significant effect on the amounts recognised in the financial statements:

Operating lease commitments -Company as lessee

The Company has entered into commercial property leases. The Company has determined, based on an evaluation of the terms
and conditions of the arrangements, such as the lease term not constituting a substantial portion of the economic life of the
commercial property, that it does not retain all the significant risks and rewards of ownership of these properties and accounts
for the contracts as operating leases.

3.2 Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation at the reporting date, that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are described
below.

The Company based its assumptions and estimates on parameters available when the financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may change due to market changes or
circumstances beyond the control of the Company. Such changes are reflected in the assumptions when they occur.

Non-life insurance (which comprises general insurance and healthcare) contract liabilities

The liability for non-life insurance contracts is either based on current assumptions or on assumptions established at the
inception of the contract, reflecting the best estimate at the time together with a margin for risk and adverse deviation. All
contracts are subject to a liability adequacy test, which reflect management’s best current estimate of future cash flows.

Certain acquisition costs related to the sale of new policies are recorded as deferred acquisition costs (DAC) and are amortised
to the consolidated statement of profit or loss over time. If the assumptions relating to future profitability of these policies are
not realised, the amortisation of these costs could be accelerated and this may also require additional impairment write-offs to
the consolidated statement of profit or loss. The main assumptions used relate to investment returns, expenses, lapse and
surrender rates and discount rates.

The main assumption underlying these techniques is that a Company’s past claims development experience can be used to
project future claims development and hence ultimate claims costs. As such, these methods extrapolate the development of paid
and incurred losses, average costs per claim and claim numbers based on the observed development of ecarlier years and
expected loss ratios. Historical claims development is mainly analysed by accident years, but can also be further analysed by
geographical area, as well as by significant business lines and claim types. Large claims are usually separately addressed, either
by being reserved at the face value of loss adjuster estimates or separately projected in order to reflect their

used are those implicit in the historical claims development data on which the projections are based, YV "KR' f.
R
Al

3.2 Estimates and assumptions (Contd)

o
Additional qualitative judgement is used to assess the extent to which past trends may not apply 1 gﬁug:?’{dgTM?%@& one-
off occurrences, changes in external or market factors such as public attitudes to claiming, economic coaditfoRis,Redéls g#tlaims
inflation, judicial decisions and legislation, as well as internal factors such as portfolio mix, policy featuresa 1ms handling
procedures) in order to arrive at the estimated ultimate cost of claims that present the likely outcome from the range of possible
outcomes, taking account of all the uncertainties involved.

Similar judgements, estimates and assumptions are employed in the assessment of adequacy of provisions for unearned
premium. Judgement is also required in determining whether the pattern of insurance service provide by a contract requires
amortisation of unearned premium on a basis other than time apportionment.
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Impairment losses on insurance receivables

The Company assesses at the end of every reporting period whether there is any objective evidence that its premium receivable
is impaired. The Company determines whether impairment losses are incurred if and only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the receivable (a "loss event™) and that
loss event (or events) has an impact on the estimated future cash flows of the receivable that can be reliably estimated, or a
trigger event is identified.

The following impairment triggers have been set by the Company:

(a) significant financial difficulty of the premium debtor;

(b) significant financial difficulty of the broker;

(c) a breach of agreements, such as payment defaults or delinquency in premium payments;

(d) Economic, regulatory or legal reasons relating to the premium debtor's financial difficulty, granting to the premium debtor a
concession that the Company would not otherwise consider;

(e) High probability that the premium debtor will enter bankruptcy or other financial reorganisation.

If any of the impairment triggers are identified, the Company specifically assess the premium debt for impairment. Where no
impairment trigger is identified, or no objective evidence of impairment exists, the Company assesses its premium debts
collectively for impairment using the historical loss rate model.

The historical loss rate model considers the historical recoveries (cash flows) on premium debts for policies written in prior
years, in order to determine the loss given default ratio on outstanding premium as at the reporting date. The model also
considers premium receipts subsequent to the reporting date. The loss ratio derived is used to determine the allowance for
impairment on premium debts.

This model assumes that all premium debts will be paid until evidence to the contrary (a loss or trigger event) is identified. On
the identification of an objective evidence of impairment, the premium debts are subject to specific impairment. Where there is
no objective evidence of impairment, the premium debts are subjected to collective impairment.

Collective impairment incorporates the following:

» current and reliable data, management's experienced credit judgements, and all known relevant internal and external factors
that may affect collectability;

* historical loss experience or where institutions have no loss experience of their own or insufficient experience, peer company
experience for a comparable company's of financial instruments at amortized cost;

+ adjustments to historical loss experiences on the basis of current observable data to reflect the effects of current conditions.

Liabilities arising from insurance contracts

Liabilities for unpaid claims are estimated on case by case basis. The reserves made for claims fluctuate based on the nature and
severity of the claim reported. Claims incurred but not reported are determined using statistical analyses and the Company deem
the reserves as adequate.
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Impairment losses on available-for-sale equity financial assets

The Company determines that available-for-sale equity financial assets are impaired when there has been a significant or
prolonged decline in the fair value below its cost. This determination of what is significant or prolonged requires judgement. In
making this judgement, the Company evaluates among other factors, the normal volatility in share price, the financial health of
the investee, industry and sector performance, changes in technology, and operational and financing cash flow. Impairment may
be appropriate when there is evidence of deterioration in the financial health of the investee, industry and sector performance,
changes in technology, and financing and operational cash flows.

The Company's available-for-sale equity financial assets were assessed for impairment during the year and there was no
identified objective evidence of impairment.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be
measured based on quoted prices in active markets, their fair value is measured using valuation techniques including the
discounted cash flow (DCF) model. The inputs to these models are taken from observable markets where possible, but where
this is not feasible, a degree of judgement is required in establishing fair values. Judgements include considerations of inputs
such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported fair value of
financial instruments. See Note 4.8.2 for further disclosures.

Income taxes

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws, and the amount and timing
of future taxable income. Given the long-term nature and complexity of existing contractual agreements, differences arising
between the actual results and the assumptions made, or future changes to such assumptions, could necessitate future
adjustments to tax income and expense already recorded. The amount of such provisions is based on various factors, such as
experience of previous tax audits and differing interpretations of tax regulations by the taxable entity and the responsible tax
authority.

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant management judgement is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and the level of future taxable profits together with future tax
planning strategies.
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4 Insurance and financial risk management

4.1 Introduction

The Company’s activities expose it to a variety of financial risks, including insurance risk, financial risk, credit risk, and interest rates
risk. The Company’s overall risk management programme focuses on the identification and management of risks and seeks to
minimise potential adverse effects on its financial performance, by use of underwriting guidelines and capacity limits, reinsurance
planning, credit policy governing the acceptance of clients, and defined criteria for the approval of intermediaries and reinsurers.
Investment policies are in place, which help manage liquidity, and seek to maximise return within an acceptable level of interest rate
risk.

The independent risk control process does not include business risks such as changes in the environment, technology and industry.
The Company's policy is to monitor those business risks through the Company’s strategic planning process.

4.1.1 Risk management structure
The Board of Directors have the ultimate responsibility for establishing and ensuring the effective functioning of the risk management
program of the Company.

The Risk committee has the overall responsibility for the development of the risk strategy and implementing principles, frameworks,
policies and risk tolerance limits for the Board's approval. It is also responsible for reviewing and assessing the adequacy of risk
management policies and framework in identifying , measuring, monitoring and controlling risk and the extent to which these are
operating effectively including providing periodic reports on risk management activities.

The Chief Executive Officer (CEO) is responsible for establishing and maintaining a climate of risk awareness and intelligence, as
well as, developing governance mechanisms that effectively monitor risks.

The Company’s policy is that risk management processes throughout the Company are assessed periodically by the management. This
will help to adequately capture risk exposure, aggregate exposure of risk types and incorporate short run as well as long run impact on
the Company.

4.1.2 Risk measurement and reporting systems

The Company’s risks are measured using methods that reflect both the expected loss likely to arise in normal circumstances and
unexpected losses, which are an estimate of the ultimate actual loss based on statistical model. The models make use of probabilities
derived from historical experience, adjusted to reflect the economic environment.

Monitoring and controlling risks is primarily performed based on limits established by the Company. These limits reflect the business
strategy and market environment of the Company as well as the level of risk that the Company is willing to accept, with additional
emphasis on selected regions. In addition, the Company measures and monitor the overall risk bearing capacity in relation to the
aggregate risk exposure across all risk types and activities.

4.1.3 Risk mitigation

The Company uses various risk mitigating techniques to reduce it’s risk to the level acceptable. Risk controls and mitigants, identified
and approved for the Company, are documented for existing and new processes and systems.

Risk control processes are identified and discussed in the quarterly risk report of the Risk Committee meetings. Control processes are
also regularly reviewed and changes agreed with the Board.

4.2 Insurance risk

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

Non- life insurance contracts

The Company principally issues the following sc\of fefr; rance contracts: fire, accident and health, motor, Workmen
compensation, marine cargo and goods in trang i

all risks.
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30 June 2021 Gross Reinsurance Net
liabilities liabilities liabilities
Birr'000 Birr'000 Birr'000
Motor 130,244 14,187 116,057
Marine 5,831 1,052 4,779
Fire 8,773 2,806 5,967
Accident and Health 4,207 400 3,807
Engineering 11,476 4,261 7,215
General Liability 4,875 1,255 3,620
Workmens' 2,476 104 2,372
Pecuniary 101,065 73,965 27,100
PVT 6,053 5,821 233
Total non-life insurance contract liabilities 275,000 103,851 171,149
30 June 2019 Gross Reinsurance Net
liabilities liabilities liabilities
Birr'000 Birr'000 Birr'000
Motor 96,482 11,028 85,454
Marine 4,513 1,115 3,398
Fire 6,701 2,329 4,372
Accident and Health 5,895 784 5,111
Engineering 11,587 4,889 6,697
General Liability 5,464 1,730 3,734
Workmens' 3,065 123 2,942
Pecuniary 103,084 78,925 24,159
PVT 724 686
Total non-life insurance contract liabilities 237,515 101,610 135,867

Key assumptions

The principal assumption underlying the liability estimates is that the Company’s future claims development will follow a similar
pattern to past claims development experience. This includes assumptions in respect of average claim costs, claim handling costs,
claim inflation factors and claim numbers for each accident year. Additional qualitative judgements are used to assess the extent to
which past trends may not apply in the future, for example: once—off occurrence; changes in market factors such as public attitude to
claiming, economic conditions, as well as internal factors such as portfolio mix, policy conditions and claims handling procedures.
Judgement is further used to assess the extent to which external factors such as judicial decisions and government legislation affect the
estimates.

Sensitivities

The following analysis is performed for reasonably possible movements in key assumptions with all other assumptions held constant,
showing the impact on gross and net liabilities, profit before tax and equity. The correlation of assumptions will have a significant
effect in determining the ultimate claims liabilities, but to demonstrate the impact due to changes in assumptions, assumptions had to
be changed on an individual basis.

It should be noted that movements in these assumptions are non—linear.
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Change in liability
30 June 2021 30 June 2020 30 June 2019
Change in assumptions Birr'000 Birr'000 Birr'000
Average claim cost +10% 1,515 8,117 18,427
Average number of claims +10% 1,515 8,117 18,427
Average claim settlement period Reduce from 30 months to 24 months
Change in liability
30 June 2021 30 June 2020
Change in assumptions Birr'000 Birr'000
Average claim cost -10% (1,515) (4,863)
Average number of claims -10% (1,515) (4,863)
Average claim settlement period Reduce from 30 months to 24 months
30 June 2021 30 June 2020
Birr'000 Birr'000
IBNR 15,154 13,876
Outstanding Claims 158,780 146,164
Total Actuarial Liability 173,934 160,040
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Claims development table

The following tables show the estimates of cumulative incurred claims, including both claims notified and IBNR for each successive
accident year at each reporting date, together with cumulative payments to date. The cumulative claims estimates and cumulative
payments are translated to euros at the rate of exchange that applied at the end of the accident year.

Gross non-life insurance contract outstanding claims provision for 2021:

2018 2019 2020 2021 Total

Accident year Birr'000 Birr'000 Birr'000 Birr'000 Birr'000

2018 46,322 46,820 52,242 72,956 218,339
2019 16,258 895 2,808 - 19,961
2020 614 - - - 614
2021 2,141 - - - 2,141
Cumulative Incurred 65,335 47,714 55,050 72,956 241,055
IBNR - 2 5,907 9,245 15,154
Ultimate Claims Projected 65,335 47,716 60,957 82,200 256,209

Claims development table (Contd)

Gross non-life insurance contract outstanding claims provision for 2020:

2017 2018 2019 2020 Total

Accident year Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
2017 40,535 64,106 64,673 128,284 297,597
2018 628 341 - - 969
2019 - - - - -
2020 - - - - -
Cumulative Incurred 41,163 64,447 64,673 128,284 298,566
IBNR - 2,546 3,065 6,331 11,943
Ultimate Claims Projected 41,163 66,992 67,738 134,615 310,509

Gross non-life insurance contract outstanding claims provision for 2019:

2016 2017 2018 2019 Total
Accident year Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
2016 31,180 40,092 78,928 76,612 226,813
2017 5,775 610 983 . 7,369
2018 40 700 . . 740
2019 (13) - - - (13)
Cumulative Incurred 36,983 41,403 79,911 76,612 234,909
IBNR - 1,692 3,368 5,449 10,510
Ultimate Claims Projected 36,983 43,095 83,280 82,061 245418
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4.3 Financial risk

Financial instruments by category

The Company's financial assets are classified into the following measurement categories: available-for-sale and loans and receivables
and the financial liabilities are classified into other liabilities at amortised cost.

The Company's classification of its financial assets is summarised in the table below:

Notes Available-For- Loalns and Total
Sale receivables
30 June 2021 Birr'000 Birr'000 Birr'000
Cash and cash equivalents 13 - 312,032 312,032
Investment securities -
- Available for sale 14.1 47,203 - 47,203
- Loans and receivables 14.2 - 17,500 17,500
Trade and other receivables 15 - 8,758 8,758
Reinsurance assets 16 - 103,852 103,852
Total financial assets 47,203 442,142 489,345
Notes Available-For- Loalns and Total
Sale receivables
30 June 2020 Birr'000 Birr'000 Birr'000
Cash and cash equivalents 13 - 223,233 223,233
Investment securities -
- Available for sale 14.1 41,419 - 41,419
- Loans and receivables 14.2 - 11,500 11,500
Trade and other receivables 15 - 13,466 13,466
Reinsurance assets 16 - 101,610 101,610
Total financial assets 41,419 349,809 391,228

4.4 Credit risk

Credit risk is the risk of financial loss, despite realization of collateral security or property, resulting from the failure of a debtor to
honor its obligations to the company. It Includes investment activities (where the Company invests in bonds, debentures, or other
credit instruments) and reinsurance arrangement of the Company.

4.4.1 Management of credit risk

Credit risk management is the process of controlling the impact of credit risk- related events on the company. Thus management
involves identification, understanding and quantification of the degree of risks of loss and the consequent taking of appropriate
measures. Obligors often appear both in the loan portfolio and as counterparties (and even if they don’t, the factors driving the
respective defaults appear in both), a proper analysis of credit risk often leads to having to consider the loan portfolio and the
counterparty within the same analysis rather than being able to analyze those two separately and aggregating the results. This makes
credit risk one of the most difficult and expensive to analyze, and it is important that key staff involved is aware of the difficulties and
how to address them. The major risk that arises from a weakening of the credit portfolio is the impairment of the capital or liquidity.
Therefore, the quality of an institution's credit portfolio contributes to the risks borne policy holders (liquidity) and shareholders
(capital impairment).

4.4.2 Concentration of credit risk
The credit risk of the Company have been concentrated in the following key areas of activities.

(a) Investing/lending activities

The Company faces these risks when it extends bond policies without collateral Of course when making investments in any bonds,
debentures or other evidences of indebtedness, the insurer is taking on a credit risk. Clearly, such investment area is a major source of
credit risk.
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(b)

(c)

4.4.3

(b)

Trade debtors/Financing of premiums

There is a potential credit risk arising from the fact that policyholders may not remit premiums on a timely basis, whether or not there
is a premium-financing program in place and whether or not the business is written through an intermediary.

Reinsurance

Insurers, especially general insurers, often rely heavily on their reinsurers for claim reimbursement. The credit risk arising in the
reinsurance area can be very significant, making it critically important for insurers to establish formal policies with regard to the

selection of reinsurers.

The table below show the maximum exposure to credit risk for the Company's financial assets. The maximum exposure is show gross
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before the effect of mitigation:

30 June 2021 30 June 2020

Birr'000 Birr'000

Cash and cash equivalents 312,032 223,233
Investment securities

- Available for sale 47,203 41,419

- Loans and receivables 17,500 11,500

Trade and other receivables 8,758 13,466

Reinsurance assets 103,852 101,610

Total maximum exposure 489,345 391,228

Credit quality analysis

Credit quality of cash and cash equivalents

The credit quality of cash and bank balances and short-term investments that were neither past due nor impaired as at 30 June 2021
and 30 June 2020 and are held in Ethiopian banks have been classified as non-rated as there are no credit rating agencies in Ethiopia.

Credit quality of trade and other receivables

Neither past Past due

due nor but not Ind_l vndu‘ally Total
. . . . impaired
impaired impaired
30 June 2021 Birr'000 Birr'000 Birr'000 Birr'000
Insurance receivables
Due from policy contract holders 362 - (348) 14
Due from Co-insurers - - - -
Due from re-insurers 2,281 6,463 - 8,744
2,643 6,463 (348) 8,758
Other loans and receivables
Other receivables 27,923 - - 27,923
Staff debtors 1,484 - - 1,484
Gross amount 29,407 - - 29,407
Less: Specific impairment allowance (note 15.1) - -
29,407 - - 29,407
32,050 6,463 (348) 38,165
Neither past Past due .
due nor but not Ind} v1du.ally Total
. . . . impaired
impaired impaired
30 June 2020 Birr'000 Birr'000 Birr'000 Birr'000
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Insurance receivables

Due from policy contract holders 581 - (348) 233
Due from Co-insurers - - - -
Due from re-insurers 634 12,598 - 13,233
1,215 12,598 (348) 13,466
Neither past Past due ..
duepnor but not lnd.1 v1du'ally Total
. . . . impaired
impaired impaired
Other loans and receivables Birr'000 Birr'000 Birr'000 Birr'000
Other receivables 11,540 - - 11,540
Staff debtors 1,644 - - 1,644
Gross amount 13,184 - - 13,184
Less: Specific impairment allowance (note 15a) - - - -
13,184 - - 13,184
14,399 12,598 (348) 26,650

Credit quality of trade and other receivables (Contd)

Trade and other receivables - neither past due nor impaired

The credit quality of the portfolio of loans and advances to customers that were neither past due nor impaired can be assessed by
reference to the customer's ability to pay based on loss experience. Receivables in this category are past due for less than 30 (thirty)

days.

Neither past due nor impaired

Trade and other receivables - past due but not impaired

Past due up to 30 days
Past due up to 30 - 60 days
Past due by 60 - 90 days
Past due by 90 - 180 days

Collective impairment

Allowance for impairment

30 June 2021

30 June 2020

Birr'000 Birr'000
32,050 14,399
32,050 14,399
30 June 2021 30 June 2020
Birr'000 Birr'000

48 130

- 119

- 108

6,415 748

6,463 1,105

6,463 1,105

The Company establishes an allowance for impairment losses that represents its estimate of incurred losses in its
receivables from policy holders. The main components of this allowance are a specific loss component that relates to
individually significant exposures, and a collective loan loss allowance, established for groups of homogeneous assets in
respect of losses that have been incurred but have not been identified on receivables subject to individual assessment for
impairment.

30 June 2021 30 June 2020
Birr'000 Birr'000
Insurance receivables (348) (348)

Total allowance for impairment (348) (348)




ANNUAL REPORT 2020/21 &

JOo © 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0O O 0 0O 0O O 0O 0O O 0 0O 0O 0 0 0 0 0 0 0 0

4.4.4

4.5

4.5.1

4.5.2

Credit concentrations

The Company monitors concentrations of credit risk by sector, location and purpose. An analysis of concentrations of
credit risk at 30 June 2021 and 30 June 2020. The Company concentrates all its financial assets in Ethiopia.

Publlc. Private Others Total
enterprise

30 June 2021 Birr'000 Birr'000 Birr'000 Birr'000
Cash and cash equivalents - 312,032 - 312,032
Investment securities -
- Available for sale - 47,203 - 47,203
- Loans and receivables 17,500 - - 17,500
Trade and other receivab - 8,744 362 9,106
Reinsurance assets - 103,852 - 103,852
17,500 471,831 362 489,693

Publlc‘ Private Others Total
enterprise

30 June 2020 Birr'000 Birr'000 Birr'000 Birr'000
Cash and cash equivalents - 223,233 - 223,233
Investment securities: -
- Available for sale - 41,419 - 41,419
- Loans and receivables 11,500 - - 11,500
Trade and other receivables - 13,233 581 13,814
Reinsurance assets - 101,610 - 101,610
11,500 379,495 581 391,576

Liquidity risk

Liquidity refers to the company’s ability to meet its current obligations. Liquidity is a measure of the ability of a debtor to
pay his debts as and when they fall due. It is usually expressed as a ratio or a percentage of current liabilities to current
assets. Liquidity risk is the measure of probability that a company’s cash resources will be insufficient to meet current or
future cash needs.

Management of liquidity risk

The Finance and Investment Department is responsible to prepare and produce financial reports together with
performance evaluation ratios and comparative statements on the basis of finance manual, standard reporting formats and
regulatory body requirements, which include:

a) Notifying regularly the cash position and the expected commitments of the company

b) Proposing appropriate investment opportunities in line with insurance supervision directives.

c¢) Liability settlements shall be undertaken on the basis of cash flow of the company

d) Finance Department will be responsible to report, monitor, evaluate and implement decisions affecting liquidity in line
with the finance manual performance standards and reporting formats.

Measurement of liquidity risk

Liquidity risk is primarily measured as the ratio of current liability to liquid assets. It is expected that the ratio should at
all times be less than or equal to 1.05 (105%) i.e. the maximum tolerance liquidity rate the company should keep on
hand is one birr for one birr and five cents obligation or liability.

In addition, the Company should maintain not less than 65% of its admitted asset at bank deposits and treasury bills.
Based on forecasted cash flow statement of the year, the Company may arrange appropriate form of bank loan facility
such as bank overdraft to make funds available for those times where cash flow short falls are predicted.
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Maturity analysis of financial liabilities

The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position date to the contractual maturity date. The cash flows presented are the
undiscounted amounts to be settled in future.

0-1 year 1-3 years 3-Syears Over 5 years Total

30 June 2021 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Insurance contract liabilities 275,000 - - - 275,000
Insurance payables 27,165 - - - 27,165
Other liabilities 43,216 - - - 43,216
Total financial liabilities 345,382 - - - 345,382

0-1 year 1-3 years 3-Syears Over 5 years Total

30 June 2020 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Insurance contract liabilities 237,515 - - - 237,515
Insurance payables 4,674 - - - 4,674
Other liabilities 36,448 - - - 36,448
Total financial liabilities 278,638 - - - 278,638

Market risk

Market risk is the risk that the Company’s earnings or capital, or its ability to meet business objectives, will be adversely
affected by changes in the level or volatility of market rates or prices such as premium rates, interest rates, foreign
exchange rates, equity prices, commodity prices and credit spreads. The main market risk arises from trading activities
and equity investments. The Company is also exposed to interest rate risk in the banking books.

Investment risk is the risk that earnings for the Company arising from its insurance entities may be adversely impacted by
changes in the value of investments and that the profile of investments may be inappropriate to match the profile of
liabilities.

The Company does not ordinarily engage in trading activities as there are no active markets iny

Management of market risk

Measurement of market risk

The principle adopted in the management of investments is to closely match assets to the nature and term of insurance
liabilities where possible. Total capital held in each entity reflects the results of internal models of economic capital, and
takes into account business growth plans, as well as the likelihood of not being able to demonstrate an appropriate level
of solvency.

Market risk is measured on the basis of investment capital or need of the Company. Investment is made on evaluating the
investee companies and the type of investment. Investment risk is measured on the basis of security of the investees,
liquidity consideration, and interest rate offer, and investment period, rate of return and proposal documents.

Investment is not be made if the investee company does not fulfill the above noted measurement factors. Investments i
also made with special guidelines of the Board of Directors of the Company
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4.6.3 Monitoring of market risk

Market risk is monitored by performing regular asset liability matching exercises, monitoring market volatility,
comparing actual performance with benchmark performance, and tracking errors and durations of fixed interest assets.
Market risk is further monitored by measuring and comparing the actual risk exposure in terms of economic capital to an
approved limit, based on a value-at-risk calculation. Hence, the Company has taken the following measures to ensure that
market risk is adequately monitored.

a) Equity investments are made often by conducting a thorough study and assessment.

b) Equity investments are acquired from companies where the return is not less 10%.

¢) Investment will not exceed in concentration more than 20% in one Company.

d) To adjust for price fluctuations, a revaluation of on-balance sheet assets will be carried every two years.

e) The risk profile of every investment is made after the closing of accounts every year and action is taken based on
appropriate recommendations.

f) Technological related risks will be evaluated to see if the area of investment is prone to risks.

g) Every investment proposal need to be approved by Board of Directors.

@) Interest rate risk

Interest rate risk 1s the risk that the value of a tinancial instrument will be atfected by changes in market interest rates.
The Company’s exposure to the risk of changes in market interest rates relates primarily to it's financial obligations and
financial assets with fixed interest rates. The Company’s investment portfolio is comprised of Ethiopian government

bonds and cash deposits.

The table below sets out information on the exposures to fixed and variable interest instruments.

Non-interest

30 June 2021 Fixed . Total
bearing
Birr'000 Birr'000 Birr'000

Assets
Cash and bank balances 305,091 6,941 312,032
Investment securities

- Loans and receivables 17,500 - 17,500
Trade and other receivables - 8,758 8,758
Reinsurance assets - 103,852 103,852
Total 322,591 119,551 442,142
Liabilities
Insurance contract liabilities - - -
Insurance payables - 27,165 27,165
Other liabilities - 43,216 43,216
Total - 70,382 70,382

30 June 2020 Fixed ~ \om-interest Total
bearing
Birr'000 Birr'000 Birr'000

Assets
Cash and bank balances 214,293 8,940 223,233
Investment securities

- Loans and receivables 11,500 - 11,500
Trade and other receivables - 13,466 13,466
Reinsurance assets - 101,610 101,610
Total 225,793 124,016 349,809
Liabilities
Insurance contract liabilities - - -
Insurance payables - 4,674 4,674
Other liabilities - 36,448 36,448

Total
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(ii)  Foreign exchange risk

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to the
changes in foreign exchange rates. The Company primarily transacts in Ethiopian Birr and its assets and liabilities are
denominated in the same currency. The Company is therefore not exposed to currency risk.

4.7  Capital management

The Company’s objectives when managing capital are to comply with the capital requirements set by the National Bank
of Ethiopia, safeguard its ability to continue as a going concern, and to maintain a strong capital base so as to maintain
investor, creditor and market confidence and to sustain future development of the business.

4.7.1 Margin of Solvency ratio

According to the Licensing and Supervision of Insurance Business Margin of Solvency (MOS) Directives No.
SIB/45/2016 of the National Bank of Ethiopia, an insurer carrying on general insurance business shall keep admitted
capital amounting to the highest of 25% of its technical provisions, or 20% of the net written premiums in the last
preceding financial year, or the minimum paid capital. An insurer carrying on long term insurance business shall keep
admitted capital amounting to the higher of 10% of technical provisions or the minimum paid up capital.

MOS ratio is the excess of assets over liabilities maintained for general and long term insurance business. Admissible
assets and liabilities stated below is in accordance with the MOS Directives No. SIB/ 45/ 2016.

30 June 2021 30 June 2020

Birr'000 Birr'000

Admissible assets
A
Cash and bank balances 312,032 223,233
Investment securities
- Available for sale 47,203 41,419
- Loans and receivables 17,500 11,500

Trade and other receivables 8,758 13,466
Other assets 29,407 13,184
Property, plant and equipment 35,856 30,230
Statutory Deposit 5,186 3,500

455,942 336,532
Admissible liabilities B
Insurance contract liabilities 275,000 237,515
Current income tax liabilities 3,443 2,170
Insurance payables 27,165 4,674
Other liabilities 43,216 36,448

348,825 280,808
Excess (admitted capital)- (A-B) C 107,117 55,724
Net premium 118,036 105,098
Technical provision 275,000 237,515
Solvency margin
Limit of net premium i.e. 20% of net premium D 23,607 21,020
L1m1.t 9f technical provision i.e. 25% of technical E 68.750 59.379
provision
Since C<E - Negative Solvency (C-E) 38,367 (3,655)

Solvency ratio 942
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4.8

4.8.1

4.8.2

Fair value of financial assets and liabilities

IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy that reflects the
significance of observable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within
the fair value hierarchy, which comprises of three levels as described below, based on the lowest level input that is
significant to the fair value measurement as a whole.

Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are
observable or unobservable. Observable input reflect market data obtained from independent sources; unobservable
inputs reflect the Company's market assumptions.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole.

e Level I: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or liabilities.

e 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 indirectly (i.e. derived from prices) .This category includes instruments valued using: quoted
market prices in active markets for similar instruments; quoted prices for identical or similar instruments in markets that
are considered less than active, or other valuation technique in which all significant inputs are directly or indirectly
observable from market data.

In conclusion, this category is for valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

e Ievel 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs). This
category includes all assets and liabilities for which the valuation technique includes inputs not based on observable date
and the unobservable inputs have a significant effect on the asset or liability's valuation. This category includes
instruments that are valued based on quoted prices for similar instruments for which significant unobservable adjustments
or assumptions are required to reflect differences between the instruments.

Financial instruments not measured at fair value

The following table summarises the carrying amounts of financial assets and liabilities at the reporting date by the level in
the fair value hierarchy into which the fair value measurement is categorised. The amounts are based on the values
recognised in the statement of financial position.

30 June 2021 30 June 2020
Carrying Fair value Carrying Fair value
amount amount
Birr'000 Birr'000 Birr'000 Birr'000
Financial assets
Cash and bank balances 312,032 312,032 223,233 223,233
Investment securities
- Available for sale ; 47,203 47,203 41,419 41,419
- Loans and receivablds * 3 17,500 17,500 11,500 11,500
Trade and other receivabjes 8,758 8,758 13,466 13,466
Reinsurance assets 1 103,852 103,852 101,610 101,610
Total / 489,345 489,345 391,228 391,228
Financial liabilities
Insurance contract liabilities 275,000 275,000 237,515 237,515
Insurance payables 27,165 27,165 4,674 4,674

Other liabilities 43,216 43,216 36,448 36,448
otal 345,382 345,382 278,638 278,638
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Fair value methods and assumptions

Trade receivables and other receivables are carried at cost net of provision for impairment. The estimated fair value
represents the discounted amount of estimated future cash flows expected to be received. Expected cash flows are
discounted at current market rates to determine fair value.

Valuation technique using significant unobservable inputs — Level 3
The Company has no financial asset measured at fair value on subsequent recognition.

Transfers between the fair value hierarchy categories

During the three reporting periods covered by these annual financial statements, there were no movements between levels
as a result of significant inputs to the fair valuation process becoming observable or unobservable.

Offsetting financial assets and financial liabilities
There are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on
a gross basis.
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5.1

5.2

53

5.4

7.2

30 June 2021 30 June 2020

Birr'000 Birr'000
Net premium income
Short term insurance contracts:
Gross premium written 176,350 139,820
Movement in unearned premium (19,587) (3,377)
156,763 136,443
Long-term insurance contracts:
Gross premium written - -
Movement in unearned premium - -
Premium revenue arising from insurance contracts issued 156,763 136,443
Short term insurance contracts:
Reinsurance expense (38,727) (31,345)
Long-term insurance contracts:
Reinsurance expense - -
(38,727) (31,345)
Total net premium 118,036 105,098

There were no events in the reporting periods that prompted losses of sufficient size to trigger a recovery from contracts.

30 June 2021 30 June 2020

Birr'000 Birr'000
Fee and commission income
Reinsurance commission income 8,074 6,059
Profit commision 1,806 1,326
Changes in deferred Commission Income (1,142) (286)
Total fees and commission income 8,738 7,099

Fee and commission income represents commission received on direct business and transactions ceded to re-insurance during the year
under review.

30 June 2021 30 June 2020

Birr'000 Birr'000
Claims expenses
Insurance claims and loss adjustment expenses:
Gross benefits and claims paid 44,569 70,853
Change in insurance contract outstanding claims provision 12,616 -9,725
Change in other technical provision (IBNR) 1,278 1,934
Change in other technical provision (ULAE) 684 825
59,147 63,887
Recoverable from reinsurance:
Claims paid recoverable (3,899) (32,633)
Change in provision for outstanding claims recoverable 679 14,333
Change in other technical provision (IBNR) recoverable 400 140
(2,820) (18,160)
Net claims and loss adjustment expense 56,327 45,728

30 June 2021 30 June 2020
Birr'000 Birr'000

61 P



=

& ANNUAL REPORT 2020/21

10

11

®© © © © 06 0 0 06 06 0 06 0 0 06 0 0 © O 0 © O 0 0 O 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 o

Underwriting expenses

Commision paid
Other acquisition cost
Changes in deferred acquisition cost (DAC)

Total Underwriting expenses

Investment income

Dividend income on equity investments
Interest income on cash and short-term deposits

Total investment income

Other operating income

Gain on disposal
Interest income on staff loans
Sundry income

Total other operating income

Other operating and administrative expenses
Employee benefits expense (note 11.1)
Rental expenses

Repair and maintenance

Advertising and publication
Communication

Printing and stationaries

Entertainment

Penality

Travelling and transportation expenses
Insurance

Office cleaning and supplies

Legal and professional fees

Board fees

Audit fees

Lease Expense

Interest Expense

Subscription and membership fees
Amortisation of intangible assets (note 19)

Depreciation on property and equipment (note 20)

Bank charges
Sundry expenses

Total Other Expenses

Employee benefits expense

Salaries and wages

Staff allowances

Pension costs — Defined contribution plan
Defined benefit plan expense (Note 26)
Other staff expenses

30 June 2021 30 June 2020
Birr'000 Birr'000

5,822 4,697

471 177

(873) 148

5,420 5,022
30 June 2021 30 June 2020
Birr'000 Birr'000

6,733 7,048

28,263 21,562

34,996 28,610
30 June 2021 30 June 2020
Birr'000 Birr'000

1,322 -

13 52

1,001 1,650

2,336 1,702
30 June 2021 30 June 2020
Birr'000 Birr'000

32,490 32,074

- 600

1,297 1,195

4,388 4,633

876 856

1,243 1,268

109 51

2 33

148 210

282 315

1,424 1,206

1,078 897

1,080 950

115 138

52 52

160 1,654

258 515

7,004 5,121

3,268 2,695

36 27

1,385 1,469

56,695 55,959
30 June 2021 30 June 2020
Birr'000 Birr'000

22,603 21,593

1,641 1,444

2,268 2,197

77 405

5,903 6,437

32,490

32,074
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30 June 2021 30 June 2020

Birr'000 Birr'000
12 Company income tax and deferred tax
12.1 Current income tax
IFRS Accounting profit 45,664 35,887
Add : Disallowed expenses
Entertainment & Refreshment 311 231
Gain on disnosal of fixed ascets for tax 1,619 -
Penalty 2 33
Donation non puplic use 10 -
Provision for Severance expense 77 318
Depreciation for IFRSaccounting purpose 3,269 2,695
Amortization for IFRS accounting purpose 2 3
Interest exnense on lease liabilitv for IFRS accounting purnose 88 1,558
Amortization of Right of use Asset for IFRS accounting purpose 6,981 5,084
58,022 45,808
Less :
Denreciation for tax nurnose 3,510 2,474
Dividend income taxed at source 6,733 7,048
Tnterest income taxed at source-T .ocal 28,263 21,562
Grain on deisnosal taxed on denreciation 1,322 1,260
Actual rent exnense naid for tax nurnose 6,716 6,228
(46,544) (38,573)
Taxable nrofit 11,478 7,235
Current tax at 30% 3,443 2,170
Deferred tax expense /income (40) 189
3,403 2,360
30 June 2021 30 June 2020
12.2 Current income tax liability Birr'000 Birr'000
Balance at the beginning of the year 1,291 399
Charge for the year: 3,443 2,170

Capital gains tax - -
Income tax expense - -
Prior year (over)/ under provision - -
WHT Not utilised (1,211) (880)
Payment during the year (1,291) (399)

Profit tax payable/(receivable) 2,232 1,291
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Company income tax and deferred tax (Contd)
Deferred income tax

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilised.

30 June 2021 30 June 2020
Birr'000 Birr'000

The analysis of deferred tax assets/(liabilities) is as follows:

To be recovered after more than 12 months (835) (876)
To be recovered within 12 months - -

(835) (876)
Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss ("p or 1), in equity and other
comprehensive income are attributable to the following items:

. S At 1 July Credit/ Credit/ (charge) 30 June
Deferred income tax assets/(liabilities): 2020 (charge) to to equity 2021
Birr'000 Birr'000 Birr'000 Birr'000
Property, plant and equipment (1,167) 17 - (1,150)
Provisions 290 23 1 315
Tax losses charged to profit or loss - - - -
Total deferred tax assets/(liabilities) (876) 40 1 (835)
. e At 1 July Credit/ Credit/ (charge) 30 June
Deferred income tax assets/(liabilities): 2019 (charge) to o equity 2020
Birr'000 Birr'000 Birr'000 Birr'000
Property, plant and equipment (856) (311) - (1,167)
Provisions 195 121 (26) 290
Tax losses charged to profit or loss - - - -
Total deferred tax assets/(liabilities) (661) (189) (26) (876)
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13

DEFERRED TAX LIABILITY

Deferred tax (liability) asset as per GAAP

Deferred tax (liability) asset brought forward

Add: Temporary difference
Deferred tax Liability as at June 30,2016

Fixed assets - tax base
Fixed asset - carrying amount
Fixed assets - tempoarary differnce

Severance pay - tax base
Severance pay - carrying amount

Severance pay temporary difference

Deferred tax (liability) asset - @ 30%

Cash and Bank balances

Cash in hand

Current account with local banks
Savings deposits with local banks
Fixed time deposits

Maturity analysis

Current
Non- current

30 June 2021 30 June 2020
Birr'000 Birr'000

(835) (876)

(835) (876)

32,023 26,342
35,856 30,232
(3.832) (3.890)
(1,049) (968)
(1,049) (968)

(835) (876)

30 June 2021 30 June 2020
Birr'000 Birr'000
1,588 1,119

5,353 7,821
42,096 30,946
262,995 183,347
312,032 223,233
30 June 2021 30 June 2020
Birr'000 Birr'000
312,032 223,233
312,032 223,233

Restricted deposits with National Bank of Ethiopia represents deposits made with National Bank of Ethiopia (NBE) in accordance
with Article 20 of Proclamation No 746/2012. The Company has a policy of maintaining the deposits at 15% of the paid up capital.

The current balance represents the amount deposited up to June 30, 2021.
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Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise of cash in hand, cash at bank, short term deposit with

banks.
30 June 2021 30 June 2020
Birr'000 Birr'000
Cash in hand 1,588 1,119
Current account with local banks 5,353 7,821
Savings deposits with local banks 42,096 30,946
49,037 39,886
30 June 2021 30 June 2020
Birr'000 Birr'000
Investment securities
Available for sale:
Equity Investments in
- Berhan Bank S.C. 42,203 36,419
- Ethiopian Reinsurance S.C. 5,000 5,000
47,203 41,419
Loans and receivables:
Ethiopian Government bonds 17,500 11,500
17,500 11,500
64,703 52,919
Maturity analysis 30 June 2021 30 June 2020
Birr'000 Birr'000
Current - -
Non-Current 64,703 52,919
64,703 52,919
Investment securities (Contd)
The Company holds equity investments in the following entities;
30 June 2021 30 June 2020
Number of Percentage of Number of Percentage of
shares ownership shares ownership
Berhan Insurance S.C 42,203 1.45% 36,419 1.33%
Ethiopian Reinsurance S.C 500 0.56% 500 0.63%

These investments are unquoted equity securities measured at cost.

The fair value of the unquoted equity securities carried at cost cannot be reliably estimated as there are no active market for these

financial instruments; they have therefore been disclosed at cost less impairment.

Ethiopian government bonds are classified as loans and receivables because management’s intention is to hold these investments to
maturity and they are not held for trading, managed on a fair value basis or quoted in an active market.

30 June 2021 30 June 2020
Birr'000 Birr'000
Trade and other receivables
Due from co-insurers - -
Due from re-insurers 8,744 13,233
Trade Debtors 362 581
Gross amount 9,106 13,814
Less: impairment allowance (348) (348)
8,758 13,466
Gross amount 8,758 13,466
Maturity analysis 30 June 2021 30 June 2020
Birr'000 Birr'000
Current 8,758 13,466

Non- current

8,758

13,466
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Impairment allowance on loans and receivables including insurance receivables
A reconciliation of the allowance for impairment losses for loans and receivables by class, is as follows:
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30 June 2021 30 June 2020
Birr'000 Birr'000
At 1 July (348) (348)
Charge for the year (note 15) - -
Recoveries - -
During the year - -
At 30 June (348) (348)
30 June 2021 30 June 2020
Birr'000 Birr'000
Reinsurance assets
Recoverable on claims - Incurred but not yet reported 1,030 1,430
Reinsurance recoverable on outstanding claims (note 16.1) 102,822 100,180
Prepaid re-insurance (note 16.2) - -
Gross amount 103,852 101,610
Less: Specific impairment allowance (note 16.3) - -
Total reinsurance assets 103,852 101,610

The Company conducted an impairment review of the reinsurance assets and no impairment is required in respect of these assets as
the Company has the right to set-off reinsurance assets against reinsurance liabilities on settlement. The carrying amounts disclosed

above in respect to the reinsurance of insurance contracts approximate fair value at the reporting date.

30 June 2021 30 June 2020
Birr'000 Birr'000
Reinsurance recoverable on claims
Recoverable on claims - Incurred but not yet reported 1,030 1,430
Recoverable on outstanding claims 84,945 85,624
Reinsurer's share of unearned premium (Note 0) 17,877 14,556
Recoverable on claims paid 8,744 13,233
Total reinsurance recoverable on claims 112,596 114,843
30 June 2021 30 June 2020
Birr'000 Birr'000
The movement in claims recoverable is analysed as:
Balance at beginning of the year 101,610 112,264
Recoveries during the year 2,242 -10,654
Increase in recoverable during the year 8,744 13,233
Balance at end of year 112,596 114,843
30 June 2021 30 June 2020
Birr'000 Birr'000
Deferred acquisition cost
Motor 1,619 983
Marine Cargo and Goods in Transit 238 229
Fire 398 304
Accident and Health 139 162
Engineering 173 166
General Liability 88 94
W/C Ordinary 93 89
Pecuniary 389 265
P.Violence 44 16
Total Deferred acquisition cost 3,181 2,308

This represents insurance commission expense relating to the unexpired tenure of risk.
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Other assets
Financial assets

Staff Debtor
Sundry Debtor

Non-Financial assets
Inventories:-

Office Supplies
Recks of paid claims
Prepayments

Right of Use Asset

Advance Withholding Receivable

Net amount

Maturity analysis

Current
Non- current

Intangible Assets

As at 1 July 2019
Additions/(amortisation)

As at 30 June 2020
Additions/(amortisation)

As at 30 June 2021

Property, plant and equipment

Cost

As at 1 July 2019
Additions
Reclassifications
Disposals

As at 30 June 2020

As at 1 July 2020
Additions
Disposals
Reclassification

As at 30 June 2021
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30 June 2021 30 June 2020
Birr'000 Birr'000

1,484 1,644

651 739

2,135 2,383

551 442

4,853 620

642 2,369

19,996 6,472

1,230 898

27,272 10,801

29,407 13,184
30 June 2021 30 June 2020
Birr'000 Birr'000

7,376 4,626
22,031 8,558

29,407 13,184
Cost Amortisation Net book value
Birr'000 Birr'000 Birr'000

40 (35) 5

40 (38) 2
- (@) 2

40 (40) 0

o Motor Computer Office furniture
Buildings . and . Total
vehicles . and equipment
accessories
Birr'000  Birr'000 Birr'000 Birr'000 Birr'000

8,657 18,248 2,227 4,962 34,095
1,202 5,117 447 641 7,407
- (2,301) - (2,301)
9,860 21,064 2,674 5,604 39,202
9,860 21,064 2,674 5,604 39,202
189 7,509 620 1,220 9,537
- (1,543) (139) 41) (1,723)
10,048 27,030 3,154 6,782 47,015
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- Motor Computer Office furniture
Buildings . and . Total
vehicles . and equipment
accessories

Accumulated depreciation Birr'000  Birr'000 Birr'000 Birr'000 Birr'000
As at 1 July 2019 - 4,745 1,016 2,189 7,949
Charge for the year 187 1,684 296 529 2,696
Disposals - (1,673) - - (1,673)
As at 30 June 2020 187 4,756 1,311 2,717 8,972
As at 1 July 2020 187 4,756 1,311 2,717 8,972
Charge for the year 188 2,168 333 579 3,269
Disposals - (931) (115) (35) (1,081)
As at 30 June 2021 376 5,993 1,530 3,261 11,160
Net book value
As at 1 July 2019 8,657 13,503 1,211 2,774 26,145
As at 30 June 2020 9,672 16,309 1,362 2,887 30,230
As at 30 June 2021 9,673 21,037 1,625 3,521 35,856

The company has acquired a leasehold land together with a building for the purpose of reck yard of the company. The total

area of the land acquired is 5,000 Sq.meter.
Statutory deposit

This relates to the amount deposited with National Bank of Ethiopia in line with Article 20 of the Insurance Business
Proclamation No. 746/2012. The law requires that in respect of each main class of insurance, the insurer carries an amount
equal to 15% of the Company's paid up capital in cash or government securities.

The statutory deposit below includes (2021: Birr 17.5 million, 2020: Birr 11.5 million) that is transferred to Ethiopian
Government Development Bank for the acqusition of Great Renaissance dam bond. The Bond bears interest income of 8%

In Cash
In Government Bond
Statutory deposit balance

Balance beginning of the year
Additions
Balance end of year

Insurance contract liabilities
Short-term insurance contracts
Gross

- Claims reported and loss adjustment expenses (note 22.1)
- Claims incurred but not reported IBNR (note 22.2)

- Un allocated loss adjustment expense ULAE (note 22.3)
- Unearned premiums (note 22.4)

Total insurance liabilities, gross

Recoverable from reinsurers

- Claims reported and loss adjustment expenses
- Claims incurred but not reported IBNR

Total reinsurers’ share of insurance liabilities
Net

Outstanding claims provision:

- Claims reported and loss adjustment expenses
- Claims incurred but not reported IBNR

Total insurance contract liabilities, net

30 June 2021 30 June 2020

Birr'000 Birr'000
5,186 3,500
17,500 11,500
22,686 15,000

30 June 2021 30 June 2020

Birr'000 Birr'000
15,000 14,162
7,686 839
22,686 15,000

30 June 2021 30 June 2020

Birr'000 Birr'000
158,780 146,164
15,154 13,876
5,218 4,534
95,848 72,941
275,000 237,516
102,822 100,180
1,030 1,430
103,852 101,610
55,958 45,984
14,124 12,446
70,082 58,430
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Maturity analysis

Current
Non- current
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30 June 2021 30 June 2020
Birr'000 Birr'000
70,082 58,430
70,082 58,430

The gross claims reported, the loss adjustment expenses liabilities and the liability for claims incurred but not reported are
net of expected recoveries from salvage and subrogation. The amounts for salvage and subrogation at the end of years are

not material.

Gross Claims reported

Motor
Marine

Fire
Accident
Engineering

General Liability

Workmens'
Pecuinary
PVT

Total Gross Claims reported

Insurance contract liabilities (Contd)

Gross Claims incurred but not reported - IBNR

Motor
Marine
Fire

Accident and Health

Engineering

General Liability

Workmens'
Pecuniary
PVT

Total Gross Claims incurred but not reported - IBNR

Un allocated loss adjustment expense - ULAE

Motor
Marine

Fire
Accident and Health

Engineering

General Liability

Workmens'
Pecuniary
PVT

Total Un allocated loss adjustment expense - ULAE

30 June 2021 30 June 2020
Birr'000 Birr'000
63,310 47,982

1,581 309
250 223
785 2,186

7,456 7,306

1,698 829

1,206 1,975

82,077 85,355
417 -
158,780 146,164
30 June 2021 30 June 2020
Birr'000 Birr'000
7,580 7,098
763 856
1,470 1,189
870 871
528 663
525 323
212 194
2,665 2,679
541 3
15,154 13,876
30 June 2021 30 June 2020
Birr'000 Birr'000
2,127 1,581
70 33

52 40

50 29

240 229

67 33

43 62
2,542 2,527

29 -

5,218 4,534
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Gross Unearned premiums

Motor

Marine

Fire

Accident and Health
Engineering
General Liability
Workmens'
Pecuniary

PVT

Total Gross Unearned premiums

Insurance contract liabilities (Contd)

Deferred Commission Income

Motor

Marine

Fire

Accident and Health
Engineering
General Liability
Workmens'
Pecuniary

PVT

Total Deferred Commission Income

30 June 2021 30 June 2020
Birr'000 Birr'000
57,228 39,822
3,417 3,314
7,001 5,250
2,502 2,809
3,252 3,390
2,586 4,279
1,015 834
13,780 12,522
5,066 721
95,848 72,941
30 June 2021 30 June 2020
Birr'000 Birr'000
389 247

115 190
1,051 869

130 101

94 111

184 193

19 16

1,240 1,091
859 120
4,081 2,939

These provisions represent the liability for commission income on premium ceded for which the Company’s obligations are

not exnired at vear-end.

Insurance payables

Amounts payable on direct insurance business
At 1 July

Arising during the year

Utilised during the year

At 30 June

Amounts payable on assumed reinsurance business
At 1 July

Arising during the year

Utilised during the year

At 30 June

30 June 2021 30 June 2020
Birr'000 Birr'000
3,963 24,721
43,535 31,200
(21,194) (51,958)
26,304 3,963
711 295
208 144
(58) 272
861 711
27,165 4,674

The carrying amounts disclosed above approximate fair value at the reporting date. All amounts payable on direct insurance

business and assumed reinsurance business are payable within one year.
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30 June 2021 30 June 2020

Birr'000 Birr'000
24  Other liabilities
Financial liabilities
Trade Creditors 46 73
Sales Agents Payable 1,345 1,024
Brokers Payable 898 798
Claim payable to client 1,373 867
Provident fund Payable 282 708
Payroll Tax Payable 474 421
Withholding tax payable 156 307
VAT Payable 476 343
Petty Cash Payable - -
Payroll Fund Payable - -
Staff Pension payable 294 298
Severance pay (note 26a) 1,049 968
6,393 5,807
Other non financial liabilities
Other payables 4,322 5,632
Accruals 8,926 6,436
Leasehold Payable 9,626 6,885
Deferred commission income 4,081 2,939
Dividend Payable 9,868 8,749
36,823 30,641
Gross amount 43,216 36,448
Maturity analysis 30 June 2021 30 June 2020
Birr'000 Birr'000
Current 28,219 22,963
Non- current 14,997 13,485
43,216 36,448

30 June 2021 30 June 2020

Birr'000 Birr'000
25  Deferred revenue

Motor 389 247
Marine Cargo and Goods in Transit 115 190
Fire 1,051 869
Accident and Health 130 101
Engineering 94 111
General Liability 184 193
W/C Ordinary 19 16
Pecuniary 1,240 1,091
Others 859 120
All Risk - -

4,081 2,939

This represents commission income on unearned premium ceded relating to the unexpired tenure of risk.

=
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30 June 2021 30 June 2020
Birr'000 Birr'000
26 Retirement benefit obligations
Defined benefits liabilities:
— Severance pay (note 26a) 1,049 968
Liability in the statement of financial position 1,049 968
Income statement charge included in personnel expenses:
— Severance pay (note 26a) 86 405
— Long service awards (note 26b) - -
Total defined benefit expenses 86 405
Remeasurements for:
— Severance pay (note 26a) (444) (799
(444) (799)

The income statement charge included within personnel expenses includes current service cost, interest cost, past service costs on the

defined benefit schemes.
Severance pay

The Company operates an unfunded severance pay plan for its employees who have served the Company for 5 years and above and are
below the retirement age (i.e. has not met the requirement to access the pension fund). The final pay-out is determined by reference to
current benefit’s level (monthly salary) and number of years in service and is calculated as 1 month salary for the first year in
employment plus 1/3 of monthly salary for each subsequent in employment to a maximum of 12 months final monthly salary. The
Severance Benefit Entitlement is provided under the Labour Proclamation No. 377/2003 and 494/2006.

Below are the details of movements and amounts recognised in the financial statements:

30 June 2021

30 June 2020

Birr'000 Birr'000
A Liability recognised in the financial position 1,049 968
30 June 2021 30 June 2020
B Amount recognised in the profit or loss Birr'000 Birr'000
Current service cost 391 1,023
Interest cost 134 94
525 1,117
C Amount recognised in other comprehensive income:
Remeasurement (gains)/losses arising from participant's movement 5 87)
Benefits and expenses paid (448) (712)
(444) (799)
26 Retirement benefit obligations (continued)
The movement in the defined benefit obligation over the years is as follows:
30 June 2021 30 June 2020
Birr'000 Birr'000
At the beginning of the year 968 651
Current service cost 391 1,023
Interest cost 134 94
Remeasurement (gains)/ losses 5 (87)
Benefits paid (448) (712)
At the end of the year 1,049 968
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The significant actuarial assumptions were as follows:

i) Financial Assumption Long term Average

30 June 2021 30 June 2020
Birr'000 Birr'000
Discount Rate (p.a) 14.25% 14.25%
Rate of Pension Increase(p.a) 10.00% 10.00%
30 June 2021 30 June 2020
Birr'000 Birr'000
27 Share capital
Authorised:
Ordinary shares of Birr 1000 each 300,000 300,000
Issued and fully paid:
Ordinary shares of Birr 1000 each 160,311 117,676

The subscribed capital of the Company is Birr 187,422,000 million divided into 187,422 shares of Birr 1,000 par value
each. The current paid up capital is 160,311,000 ( 2020: Birr 117,676,000)

30 June 2021 30 June 2020
28 Share premium Birr'000 Birr'000

At the beginning of the year 1,246 1,246
Additions through issuance of shares - -

1,246 1,246

The share premium represents excess of share prices over the par value. This amount awaits the resolution of the General
Assembly whether it can be distributed to the shareholders.
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Earnings per share
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Basic earnings per share (EPS) is calculated by dividing the profit after taxation by the weighted average number of

ordinary shares in issue during the year.

%

30 June 2021 30 June 2020

Birr'000 Birr'000

Profit attributable to shareholders 42,261 33,440

Less: Board of directors annual remuneration (Note 33b) (1,350) (1,200)
: Prior Years' Adjustment (Note 30) - -
40,911 32,240

Weighted average number of ordinary shares in issue 147,643 111,604

Basic & diluted earnings per share (Birr) 28% 29%

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. There were no potentially dilutive shares at the reporting date (30 June

2021: nil, 30 June 2020: nil), hence the basic and diluted earning per share have the same value.

30 June 2021 30 June 2020
Birr'000 Birr'000
Retained earnings
At the beginning of the year 30,039 21,920
Profit/ (loss) for the year 42,261 33,440
Dividends paid (30,344) (21,977)
Transfered to legal reserve (4,226) (3,344)
At the end of the year 37,730 30,039
30 June 2021 30 June 2020
Birr'000 Birr'000
Legal reserve
At the beginning of the year 9,586 06,242
Transfer from profit or loss 4,226 3,344
At the end of the year 13,812 9,586

An amount equal to 10% of net profit for each year is set aside as a legal reserve in accordance with Article 12 of
proclamation No. 86/1994, until the balance

s the paid up capital.
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30 June 2021 30 June 2020

Notes Birr'000 Birr'000
32 Cash generated from operating activities
Profit before tax 45,664 35,887
Adjustments for non- cash items:
Depreciation of property, plant and equipment 20 3,269 2,695
Amortisation of intangible assets 19 2 3
Gain/(Loss) on disposal of property, plant and equipment 20 (1,322) (1,260)
Interest Income 12 (28,263) (21,562)
Deffered tax liability/asset (5) -
Prior years' Adjustment - -
Changes in working capital:
-Dec.rease/ (increase) in loans and receivables including insurance 15 4708 (881)
receivables
-Decrease/ (Increase) in reinsurance assets 16 (2,242) 10,654
-Decrease/ (increase) in deferred acquisition cost 17 (873) 148
-Decrease/ (increase) in other assets 18 (16,223) (5,502)
-Decrease/ (Increase) in fixed time deposits 13 (79,648) (27,590)
-Increase/ (decrease) in Insurance contract liabilities 22 37,485 228
-Increase/ (decrease) in insurance payables 23 22,491 (20,341)
-Increase/ (decrease) in other liabilities 24 6,768 20,063
(8,187) (7,455)

In the statement of cash flows, profit on sale of property, plant and equipment comprise:

30 June 2021 30 June 2020

Birr'000 Birr'000
Proceeds on disposal 1,964 1,888
Net book value of property, plant and equipment disposed (Note 20) (643) (627)
Gain/(loss) on sale of property, plant and equipment 1,322 1,260

33 Related party transactions

The Licensing & Supervision of Insurance Business Directive No SIB/53/2012 of the National Bank of Ethiopia
defined a related party as a shareholder, a director, a chief executive officer, or a senior officer of an Insurance
Company and/or their spouse or relation in the first degree of consanguinity or affinity; and a partnership, a
common enterprise, a private limited company, a share company, a joint venture, a corporation, or any other
business in which officers of the Company and/or their spouse or relation in the first degree of consanguinity or
affinity of the officers of the Company has business interest as shareholder, director, chief executive officer, senior
officer, owner or partner . The directive stipulates that the identification of related parties shall be the
responsibility of the Company.

From the above, only directors were identified to be related parties to the Company.

30 June 2021 30 June 2020

. Tt Birr'000 Birr'000
33a Transactions with related parties / - wt P ”

Loans and advances to key management personnel
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33

Related party transactions (Contd)

33b Key management compensation

34
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Key management has been determined to be the members of the Board of Directors and the Senior Management

team of the Company.

Directors are remunerated as per Directive No. SIB/46/2018 of National Bank of Ethiopia which limited payments
to Directors to be Birr 150,000 per annum and Birr 10,000 allowance to be paid every month. The current balance

is composed of monthly allowances paid during the year.

The compensation paid or payable to key management is shown below. There were no sales or purchase of goods

and services between the Company and key management personnel as at 30 June 2021.

%

30 June 2021 30 June 2020
Birr'000 Birr'000
Directors allowance (non executive directors) 1,080 950
Directors remuneration (non executive directors)
Salaries and other short-term employee benefits 4,825 4,362
Post-employment benefits 492 480
Representation allowance 306 396
5,623 5,238
6,703 6,188
Directors and employees
The average number of persons (excluding directors) employed by the Company during the year
was as follows:
30 June 2021 30 June 2020
Number Number
Professionals and High Level Supervisors 79 79
Semi-professional, Administrative and Clerical 70 72
Technician and Skilled - -
Manual and Custodian 46 41
195 192
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35 Contingent liabilities

35a Claims and litigation

The Company, like all other insurers, is subject to litigation in the normal course of its business. The Company
does not believe that such litigation will have a material effect on its profit or loss and financial condition.

The Company, together with other industry members, will continue to litigate the broadening judicial interpretation
of the insurance coverage contained in the casualty insurance contracts it issued. If the courts continue in the future
to expand the intent and scope of coverage contained in the insurance contracts issued by the Company, as they
have in the past, additional liabilities would emerge for amounts in excess of the carrying amount held. These
additional liabilities cannot be reasonably estimated but could have a material impact on the Company’s future
results. The liabilities carried for these claims as at this year end are reported in Note 22 and are believed to be
adequate based on known facts and current law.

36 Commitments

The Company has no additional commitments which are not provided in these financial statements for purchase of
any other capital items.

37 Finance lease commitments - Company as lessee

As per IFRS 16 the lessee recognises right of use asset and lease liability for leases in the exception of short term
leases and low value assets. While the company has acquired a leasehold land with the total area of 5,000 Sq.meter
and other leases like office rent are depending up on each contract also recognized.

38 Events after reporting period
In the opinion of the Directors, there were no significant post balance sheet events which could have a material

effect on the state of affairs of the Company as at 30 June 2021 and on the profit for the period ended on that date,
which have not been adequately provided for or disclosed.
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PRGN PNIPPE AMPAL NTFA NC 10.6 NAST P2ZN ALY hHU ®-hm 72.3 NaRf0>-
PUA AIREIN RNTEPTF &CA 1@ = (PNAS® NTN 2020721 35 4N AGRF L7CF)

3. P4 1@ AG P4-£5TN A9 L7 CH

3.1 PARZNT 1N,
rNYL@ NE.Y 30 $7% 2021 N+MSTPP@ NE+F Ad2F NC 176.35 AT PAZNT 1N, PANAN ALY
NAL@® &+ NANAND- NC 139.82 ALY IC N198C £26.13 NAPF NAsR, AAD- :: NAMPAL
N+77@ PAZNT 1N, AN ATL+AMLM- P+ANCNE ATIETN FART PAZNT &CA NARPH 59
N2 AL P7Y el 41 NAPF NAAT PEA ALYTRT 077 10>

3.2hA h&P hAZNT 1N, A79C (Loss Ratio)
PhA N&EPM PAZNT N7 48 NAPF PR LH ALY LU® hATRTM- 44 NAD$ A7F9C P 4 NAD+¢
9/ RALEA
NNE+ qao+ P+aRHING- P+mMe- PhA &P NC 56.3 TMACT ALY hHU @-hm 89 NAP+@®- NA AT
P@A ALTTT NNAM AARLI +IAs NPI@ P+HANCNS A IRETN PHARHIN Y0 =

3.3 hA ¥4 70 e@-A Né- 0177 @M+ (Underwriting Result)

NNEF Qa0 NATRELTN PM-A N P+7T® @Mt NC 65.03 ALY ALY LU NALD- AdDF
+@AANL mPF NC 61.45 AT IC A796C P 5.82 A% 427t FLFNFA
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3.4 ALYNNF Y

NP AANTELLR DM PT AT ANA NEL N PO-AD- P +(4 M 7IHA M4 PAINNT YT
M, APAPM NMFA AR MmPIR AL ATPA AR TZF NAPAMT AT P+ALL NATTT NART L&
APHIPAPN R4 =

NAINNF@YF P+77m 1N, NATRTD- NC 28.61 TAST N22.32 NA°$ NARgn,aoC A1C 35
MACT ULA =

3.5 M. PF

NNET a0+ PNNT LM AMPAL ANTELLP Meh, NIC 56.7 TACT AUT LUTR hALD- 3anF
+aAAL m&F NC 55.96 MALT IC A196C AIN+E PUY £1.32 NAD% NAsw, PAD- NARUP
HNTL@ MMPTY NN&E+T Ui ATRLTMEMML PAPANFA =

3.6 +C&

ANEM PP APNPAPT PHPHPHNT NEF AT NUPTIIR NP NC 45.7 TAPTY FC&
A tA = NNEF 900+ 047 Tm MMt NPLRm §apit NC 358 AT IC \.Y96C P27.6
NAao$ NAsk, AAD- ::

4. PUNTT A8 A0 Aeh,PF

4.1 UN+

PHNYP@ AMPAL UNT ATRT NINZE- NC 440.45 TALY AL P 27.8 NAP$ 69, NRAPH
ML NC 562.98 AP AL =

4.2 h8

PN P AMPAL 08 NC 349.66 AT AUT NAL® 30°F N 281.69 A ST IC A196CTD
P 24.13 NA®F 6094 ANL A =

4.3 hTFA

PN P NT A NC 213.32 AT ALY U NATRTA: +APANL MPF PNC 54.55 AT
MLP £34.36 NARF 6pMZ AAD- ::
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5. PPCIoh& MN4.5 P

NTP@- NARA A7+ 22 $CIERE AT 1 ATTS LCPT PAT APT NTHUI® @AM 14+ NTRETTT
R8N ANN P+Pet HMT LR P17 P PANT T, ATPN LA NANFE- PRAA N+HIOTF £754 =

6. PN UN+

N+MTPP@m NEF AA0F PPN L@ WA+EF NHF 195 PN ALY HU @>-NH9n 51.28 NAD$
PO U FT AT AUPF Prddt 48.72 NADE Lo)qP MFLF §F M- ==

NNEF AP+ NATAETN ¢ IC 0P PH T NGL5TN T NLINETF A1A%1F AT NAAT AINNTT
NAF@ AANT AL AWL+ET P+HALR AAMSTPT +A+PA =

7. MUNER JALTHY Mt

PNTP® MUNER JALIERT ATPOMT ARTEL P OMPTF AATD AT NARIT +AON A9 I AR
A&t AT Adt AT ATEIN7CT MUNGT &8 ARCAA = NPNTPE NHU 278 ADLLHID
ANTPRADT AMTAC PTLPMA BUTA =

8. PMCh 19 AT PNHIN &NATETF AT1PNPAPT

NNET AP+ P+APLR PEANTHT AT PAGARID 480 MNPPTT AT IR PATART 098 PPFT
N M$Ie NRNTLOTT A1A AT POIN+PDP 4 +NTM-TA :: NhCT MZCAHT 9°nT P+ P105
A0DF AN NYA I ADRFP PAL+HET ¢7 AT PLINET ¢77 MANC AATFAIR = U7 ATE 105
AP+ 9N PF NG9 2/ PN P A PF+IPNTF MY AG ARPHPT I P18 NAT AT Ao
ALPTII® NHIETF ALTNETF +ALA =

9. PATLNT N AAREC

NATIREGTN 18NS 0D PNA+TYT ADMF NTMY NPLHR® NAFTTT AT ANGLTTT
NS5+ hMA N PMTTOT Mt ATINLT PRINETT AT ATITAT I PALI NJIFTT
NARARYF I PAFTT AANMIO: NIF +AMME AZNT NTMANLA I PhA AT PO-A h&A N&t+ETT
AD-$TT AUAT NTINLD ATEUIR NMD-4 AT NNN D& AL PAARMMMY Meh, NAPPIN AP+Ns
Y- i
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10. NNEF AdPdk PIMO™ +98C+F AT POLLTF NAFP hPMen, P+

NATE PY2+ A&GA NAD MCTT I NHITF PLTPA I NANTT, AeHPH AT NPAA+ NTUERIPC
PPI 1F ANLE NH +918C%F 030NTF PNEF AR INC ::

rN3P@ NNEF Qa0+ AdoCe PPY +C& MNLNAPHINI® hHU NZF PtMeit +a980C%+
1mhaem-+ yNC

e NAIBNTLD @D MST PALY PIT APWwW/t PRAT ML 8 (C OOF( §

e N1H @E 1H PHANCHZ CPAPMERPF AF PAS PJ ABG( 1

e PAAMY AT A9RL PAM- PAM- YA AMCT §

@ AT AL PA®-T PN aM7 NtHPAML UB3 ATIN+T1L P98 PAIRCTATY
FAPAE AATPFS §

NAL P+HZHGFT +918CF AdReEID AT PN PM-T AMPAL AL 909 ATIN L N2021/22
NE+ ¢aFt eaq NtATT +9INE-F+ ATINTDY F$L A

N2021/22 Ahh 2025/26 PTRHAPMDT PATCNT 4aDF B/ 0P L R RRTP APNF+4 §

N+thF+2 NAMTPT PAL+ETT 0Ot AT NUAT T9NLE

PhA N&EP NACNT 1N, AT9C (Loss Ratio) NNE+ AT8LNAM APALTE

NAMPAL ANTBLLP M, AL P+JY7 6T ATBLFLC @MML ML |

N@A N AT NNA ANGLA AR ANALDT mYSE NTRL 29 harA Né- POTITET FC&

A Lel:

@ PRICCTAT FhPAE Y YT aeEan

@ HA®F AA® @M1t NTANCHE @60 P& AT PHAA FC4T0 PV O-AF T NNANC
pan & &CA ALY AT

@ P+AA NLHIN P9 MT AP 9P NAFD NCNCT IC AL POYLAT TFO- =

® ® ®» ® @

11. ™h o5

NMEHLAT AR TP Nd-P NTH AT ALATR NAZCA ANAT TATIR P+NN4 2INPFF7 §
PNTP@® AONLFF T NARAACTT T PBRLATCT NCE ANAT T PNG ATRLLCF T NG+PT |
PMA4 PAFTT NPT I PALS ONAT I NCNCT AT AdeTI® ANPNTPM- NNFT9TF ARLTT
N&+E AN+PRA NAN PARYEH, ALTSEY AT IPNJITRT AL ADBAL =

= 0
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Berhan Insurance S.C.

HEAD OFFICE:
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Tel 0114-67 44 23 Fax 0114-66 87 01 P.0.Box 9266
Website: www.berhaninsurance.com
Email: info@berhaninsurance.com
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