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CHAIRMAN’S LETTER TO
SHAREHOLDERS

Once again, I, on behalf of the Board of Directors and 
on my own behalf, would like to seize this opportuni-
ty to welcome you all, the esteemed shareholders, to 
the distinct event of the Fifth Annual General Meet-
ing (AGM) of Shareholders of our Company, OIC.

For the fifth year running, I really feel honored and priv-
ileged to address this rare event of the Annual General 
Meeting of Shareholders. As you all know, this grand gath-
ering happens only once a year, as per the provisions of the 
laws and the Memorandum of Association and Articles of 
Association of the Company, with a prime view to evaluate 
the overall performance in the preceding year as well as give 
general directions on the future of the Company. The AGM’s 
intelligent guidance and unconditional encouragement has 
always remained to be the source of energy that drives us all 
towards the realization of our Company’s vision and mission.    

It is with great sense of fulfillment that I stand before you to-
day to herald that our Company has recorded another round 
of success in the year ended on 30th June 2014. With the ex-
ception of underperformance in premium production and 
unfavorable variance in profitability (primarily explained 
by escalating claims costs), the Company attained almost all 
plans or targets set out at the beginning of the year 2013/14.

Distinguished Shareholders of 
 Oromia Insurance Company (OIC)

The pages to follow contain the Directors’ very brief 
report which, as usual, touches upon the operating 
environment, major operational and financial perfor-
mance indicators, and presents, as is, Report of the 
External Auditors to the Shareholders.  

While inviting you all to go through the Board’s re-
port to help us all have fruitful discussion at this 
AGM, allow me to give brief highlights of the perfor-
mance in the reporting year. Non-life Gross Written 
Premium (GWP) grew to Birr 255,228,354 in 2013/14 
from Birr 193,419,486 in the previous year. Similarly, 
net earned premium (GWP minus unexpired portion 
of the premium and net of reinsurance premium) 
grew to Birr 189,113,962 in the reporting year from 
Birr 144,994,929 in the preceding year. The other side 
of the coin, net claims soared significantly to Birr 
144,994,929 in the year from Birr 91,748,197 the pre-
vious year. The underwriting result for the year was a 
surplus (which literally means gross profit) in the tune 
of Birr 27,701,755, showing decline by about 13% as 
compared to last year. The life business has remained 
stunted due to the nature of long-term insurance 
business in most developing countries while microin-
surance has continued to grow and expand. Relevant 
figures with regard to life insurance and microinsur-
ance are stated in the body of the Board’s report.
     
The year just ended on 30th June 2014, for the third 
year running, marks another round of success for the 
Company that OIC generated a profit before tax of 
Birr 31,869,459, up by about 14% from the previous 
year, producing a residual net profit after tax, legal re-
serve, general reserve and Directors’ share on Profit of 
Birr 23,150,085, a robust increase by about 15%.    
    
Various factors contributed for this year’s profitability. 
The single most determining factor was the income 
earned from investment in short term instruments 
(bank fixed time deposit) of increased and ‘idle’ cash 
brought about by the enactment of new insurance law 
providing for ‘No Premium No Cover’. Besides, sound 
and professional reinsurance arrangement, more effi-
cient and effective use of resources, particularly of the 
manpower, helped generate reasonable bottom-line. 

We still pride ourselves that we have professionally 
overcome much of the internal and external challeng-
es. In the face of the numerous difficulties, OIC kept 
on the track of expansion and growth. 
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As the result, we can confidently assert that OIC continued to 
be seen tall from the crowd. 

On top of general guidance it rendered to the Company down 
the line, the Board has had a bi-monthly regular meetings 
over the whole reporting period where several key decisions 
were passed and actions taken. 

Once again, I would like to reaffirm that it is the Board’s 
strong belief that our Company can lay claim to the fact that it 
has continued to emerge to stand on a very solid ground from 
time to time. Several challenging factors notwithstanding - 
the stiff and unfair market competition; escalating claims 
costs; and increasing costs of doing business (the trend which 
we will be forced to live up with) – OIC’s presence is well felt 
everywhere in the country; its image has continued to no-
ticeably raise both locally and internationally; its assets have 
considerably grown; and its reaches (market outlets) have ra-
tionally expanded and continued to expand. As the result, it 
has continued to command reasonable share from the market 
and register respectable profits which it started to generate in 
the preceding three years. Allow me to repeat what I have said 
last year, too: Our Company will doubtlessly emerge to be one 
of the formidable forces in the Ethiopian insurance industry in 
the foreseeable future.    

I take great pleasure, once again, to lay before you the Re-
port of the Board of Directors and the External Auditors’ Re-
port to Shareholders for the year ended June 30, 2014. Your 
kind consideration, deliberation and approval or otherwise 
as found appropriate is expected in accordance with Articles 
418 and 419 of the Commercial Code of Ethiopia 1960 and 
Article 7.3(a) of the Company’s Articles of Association.   

Before I conclude, it would be worth noting that the tenure of 
the current Board of Directors will expire on 25th of January 
2015. This AGM is thus tasked with the election of new di-
rectors that will serve the Company for a term of three years. 
In compliance with relevant laws, this meeting is expected to 
give the matter due attention, thoroughly deliberate and elect 
for the directorship fit and proper individual persons or in-
stitutional shareholders whom the AGM believes to bear the 
vision of the Company and deliver what the shareholders ex-
pect.   
    
Finally, I would like to take this opportunity to express my 
sincere appreciation for and gratefulness to our esteemed cus-
tomers (whom we refer to as our lifeblood in our core val-
ue statement) who have vested great confidence in OIC and 
shown undivided loyalty by insuring with our Company. The 
Board also offers its deepest gratitude to you all, the esteemed 
shareholders, for investing in and establishing the Company 
we all take pride in and above all, for unreserved support and 
patronage. I am grateful to fellow Directors, the Management 

Elias Geneti 
Chairman, Board of Directors and 
of the Annual General Meeting       

and the whole staff of OIC who made this success to 
unfold. I also want to express with underscore that we 
are indebted to the Federal and Regional Governments 
for creation of supportive environment which OIC en-
joys in general; and offer boundless thank you to the Su-
pervisory Authority, the National Bank of Ethiopia, for 
all-rounded support the Bank continually gives to OIC; 
convey our gratefulness to the reinsurers, re/insurance 
intermediaries and other partners for their persistent 
backing.   
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REPORT OF THE BOARD OF 
DIRECTORS

The Board of Directors of Oromia Insurance Com-
pany SC (OIC) is pleased to present the review of 
the operating environment, summary of the Compa-
ny’s operational performance as well as the prospects 
for the immediate future as given herein below for 
AGM’s deliberation and consideration: 

1.THE OPERATING ENVIRONMENT 

The global economy appears to be settling into a new 
normal of modest growth in developed economies, 
stabilization of growth in emerging economies, and a 
decline in systemic risks emanating from policy mis-
takes. On the other hand, geopolitical risks appear 
to have reared their heads lately to a degree not seen 
in some times in the recent past. The shift in growth 
dynamics continues across regions, with momentum 
building up in advanced economies, but faltering in  
major emerging market economies on the back of 
economic and geopolitical uncertainties. 

Underperformance in the world economy was ob-
served across almost all regions and major economic 
groups. Most developed economies continued strug-
gling in an uphill battle against the lingering effects 
of the financial crisis, grappling in particular with the 
challenges of taking appropriate fiscal and monetary 
policy actions. 
 
Some signs of improvements have shown up more 
recently: the euro area has finally come out of a pro-
tracted recession, with gross domestic product (GDP) 
for the region as a whole returning to growth; a few 
large emerging economies seem to have backstopped 
a further slowdown and are poised to strengthen.

Despite the notable differentials in the growth rates among 
different groups of countries, cyclical movements in growth 
remain synchronized. While the average growth of mid-
dle-income countries continues to be the highest, growth 
for the developing countries has been strengthening and ex-
pected to continue with similar momentum in 2014/15.

The global insurance industry is emerging from the combi-
nation of financial turmoil and economic uncertainty that 
has challenged insurance companies for the last several 
years. 

In the year under review, global life insurance premiums 
written were USD 2,608 billion, with growth slowing to 
0.7%. In emerging markets, life premium growth improved 
to 6.4%. Growth was solid in Latin America and Africa, and 
resumed in China and India. 

Global non-life premium growth slowed to 2.3%b (3% a year 
before) in the year under report with total premiums of USD 
2,033 billion. The advanced markets barely moved due to 
stagnation in Western Europe and a slowdown in advanced 
Asia. 

The emerging markets continued to drive global growth. 
Performance was firm across all emerging regions. Post-cri-
sis average premium growth was well below pre-crisis rates 
in advanced markets. The post-crisis average was also lower, 
but still strong in the emerging markets.

Overall profitability has improved in life and non-life. How-
ever, it is still lower than in pre-crisis times even though 
non-life underwriting results have improved. Insurers’ in-
vestment returns remain low given the low interest rate en-
vironment. Both the life and non-life sectors are well capi-
talized.

As in the previous couple of years, Ethiopia has continued 
to have enabling political, economic and legal environment 
to carry on insurance business. The investment policies 
the country follows encourage private businesses, export 
promotion, industrial advancement and infrastructure de-
velopment, among others.  Further to the political stability 
prevailing in the country, the five year Growth and Transfor-
mation Plan (GTP) has created conducive environment for 
the growth and expansion of diversified business activities. 
Moreover, laws and directives that support and encourage 
insurance business have been put into force.

 Directives on the establishment of national reinsurance 
company and legal framework for microinsurance business 
that came into effect in the reporting year can be cited as 
good examples. These are on top of the laws or directives 
that have come into force in the preceding years like ‘no pre-
mium no cover’ provision which turned out to be the major 
underlying reason for continuity in the profitability of the 
insurance industry.   
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2.Operational Activities

2.1	 Gross Written Premium and 
      Portfolio (Non-Life) 

The Ethiopian economy has shown steady GDP growth over 
almost the last decade and the same level of growth is expected 
to continue in subsequent years. Ethiopia will still be among 
the fastest growing non-oil producing economies in Africa as 
strongly affirmed by various sources. The Government is mak-
ing progress in tackling the persistently high inflation which 
affected the economy over the past years by tightening its fiscal 
and monetary policies. As a result, inflation is contained with-
in single digit and reported to be on a decreasing trend. 

The share of the service sector (which includes insurance) in 
the GDP is increasing. The insurance industry has continued 
to grow which is explained by the volume of Gross Written 
Premium (GWP) in respect of both Life and Non-Life busi-
nesses with average growth rates not less than 20% in the pre-
ceding five years. The market share of most of the insurance 
companies has also shown growth in recent past. It is expected 
that the industry will continue to grow in subsequent years. 
There was no change in the number of insurance companies 
operating in the country: all the same, 17 are competing in 
the market and yet, the competition among the companies for 
businesses continued to surface with growing intensity from 
time to time. 

The Ethiopian insurance industry is characterized by fierce 
competition in which all competitors are engaged in protract-
ed price wars that negatively affect profitability. The battle for 
market share is so vigorous that the underwriting results from 
operations for most industry members remained to be mar-
ginally surplus or else underwriting loss. The competition is 
mainly characterized by premium undercutting and snatching 
of trained manpower from one another. Almost all insurance 
companies in the industry sell standardized (similar) products, 
i.e. there is no product differentiation. This caused heightened 
price competition. 
 
The market demand is fragmented among small buyers and 
these small buyers have strong bargaining power because 
there are many competitors in the market. Customers are 
highly price sensitive and have sufficient bargaining leverage 
to obtain price concessions and other favorable terms and 
conditions of sale. 

As mentioned above earlier, the strenuous price-driven and 
unfair competition almost forced insurers (OIC no exception) 
not to charge economic premium rates for nearly all risks they 
wrote in the reporting period. 

It is to be recalled that the ‘no premium no cover’ (NPNC) 
proviso of Proclamation No 746/2012 has come into force 
since 22nd of August 2012. It is also believed that the provision 
could be seen as instrument that started to operate in rescue of 
the insurers in giving last remedy to problem-child of the in-
dustry, outstanding premiums. It is most likely that the much 
desired respectable bottom line result that insurers recorded 
in 2013/14 may largely be attributable to the positive impact of 
NPNC. For OIC, that was the reality. The NPNC is one of the 

laudable and milestone measures the supervisory 
body, the National Bank of Ethiopia, ever taken to 
set the industry free from the ‘bondage’ of uncol-
lectible trade debtors. 

Here again, the Board would like to restate OIC’s 
stand on this critically important issue. In spite 
of numerous, both short- and long-term, finan-
cial benefits the NPNC offers, the industry is said 
to continue to behave unprofessionally to get very 
short-lived marketing advantage which gives nega-
tive paybacks at the end of the day. Writing annual 
policies on either what is termed as ‘short-peri-
od rate’ or ‘pro rata rate’ for no good professional 
reasons would be no more different from sales on 
credits.

It is our company’s commitment to operate with-
in the legal framework of the country and that, 
such a violation of law that the insurers themselves 
have initiated and pioneered to be enacted must be 
nipped in the bud. OIC calls upon all to live up to 
the ‘no premium no cover’ provision all the time.

Premiums constitute the major component of in-
come or revenue for an insurance company. In this 
respect, OIC has registered a respectable level of 
premium income in the year under report. Gross 
Written Premium (GWP) grew to Birr 255,228,354, 
up by 32% as compared to 2012/13 (24% growth in 
the previous year).  Our Company’s growth rate in 
terms of GWP for 2013/14 as shown immediately 
herein above was quite remarkable for the fact that 
the industry grew only by about 5% in same period 
(about 25% in 2012/13).   

The portfolio mix was not much different from the 
two preceding years. Motor continued to dominate 
the mix with lion’s share of 69%, slightly down from 
70% in the previous year. It grew at the cost of busi-
ness classes favorably taken to be ‘less-risky’ like 
marine, fire and engineering insurances. 

Unlike motor, the share of marine business in the 
portfolio dropped to 8% this year from 9% the 
preceding year; pecuniary rose to about 9% from 
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7%; fire slightly increased from 3% to 4%; and accident and 
health slowed to 2.5% from 3%. Engineering insurance with 
5% share in the portfolio and workmen’s compensation with 
2% remained the same as last year; and so were the other 
small-premium classes (liability and microinsurance each 
accounting for about less than 1% of the portfolio).   

In absolute figures, all classes of business grew in the report-
ing year as compared to the previous year.  It was liability 
insurance that has shown an exceptional growth by 111% 
although its contribution to the GWP was merely less than 
1%, followed by fire and lighting insurance which was up by 
80%, pecuniary by 55%, workmen’s compensation insurance 
by 37%, motor by 31% (motor grew by less percentage points 
as compared to others and yet, constituted 69% of the GWP), 
engineering by 25%, marine insurance and others by 20% 
each. It was the accident and health class of insurance that 
grew by the smallest percentage point, only 2%.   

This commendable level of growth in premium income has 
been achieved in the face of various challenges (highly stiff 
competitive pressures and ever escalating costs of doing 
businesses) encountered during the reporting period. Never-
theless, comprehensive, systematic, careful and professional 
leadership, direction and guidance given by the Board have 
helped to a great extent to succeed. As a matter of business 
expediency, the tone set at the top where plans are always 
drawn on stretched scale was another factor that gave the im-
petus to exceptional and successive growth for the past years. 
The family-like team spirit and the unreserved result-orient-
ed endeavor by the management and the whole dedicated 
staff of the Company, particularly of the outgoing marketers 
and OICs ambassadors - the branch managers - have im-
mensely contributed towards the remarkable achievement to 
date. Growth with profitability must sustain as the organiza-
tional culture of OIC. 

   
The unpredictable and price-driven behavior of our 
insurance industry, OIC included, remained to be 
the limiting factor not to go beyond what has been 
achieved both for OIC in particular and the industry 
in general. As in the past, the industry’s ‘self-imposed’ 
slashing of premium rates continued in the report-
ing year in an unprecedented manner, ruining one of 
the fundamentals embedded in insurance principles: 
charging of premiums commensurate with risks.   

The typical example in this is the engineering class of 
business. In the past, this class used to be written pre-
dominantly in conformity with dictates of the inter-
national reinsurance market and now, few years has 
gone by since it began to attract exposure to exces-
sive rate cutting on the one hand and unprofessional 
tempering of terms and conditions on the other hand. 
The ultimate outcome is that local insurers are being 
‘pushed’ to accept huge risks for no business ratio-
nality. At times, one would be forced to cast doubt 
if the companies voraciously writing such a business 
for ‘any premium rate’ could get reinsurance coverage 
from dependable reinsurers. 

Besides, all local insurers including OIC continued 
fighting to secure bond businesses and are accepting 
huge risks at unbelievable premium, mostly at dic-
tates of the assured or the intermediaries as to pre-
mium rates. 

In absence of any meaningful solution to the forgo-
ing, OIC, as in the previous years, would like to reit-
erate its position on the matter once again. It is OIC’s 
firm belief that no one single company may have a ‘di-
vine power’ to sanitize and take back this ‘devil move’ 
onto its normal course, which should centre on and 
comply with the underlying principles and ethics of 
the business, other than the thoughtful ‘save all’ coop-
eration among players in the market: the insurers, the 
intermediaries, the supervisory authority, the insured 
and other stakeholders. The Association of Ethiopian 
Insurers must be able to play central leadership role 
in challenging this taxing task for the common good 
in close cooperation with regulatory body.
         
It is OIC’s strong conviction that all concerned will 
play roles expected of them, jointly rather than sepa-
rately, to return to principle-based normal insurance 
operations that would steadily uproot the abnormally 
rooted industry behavior prevailing for so long now. 
No more time should be wasted in this regard.        



9

Oromia Insurance S.C

All Insurance Services Under One Roof!

2.2 Claims
The Company’s gross incurred claims (GIC) as at June 30, 
2014 grew drastically by about 55% to Birr 167,229,879 
(which was only Birr 107,767,139 in 2012/13). Actual GIC 
recorded a-8% unfavorable variance visa-a-vis the budget 
set at the onset of the reporting year. Motor class of business 
constituted about 89% of the gross incurred claims for the 
year, maintaining the same share as it was in 2012/13.  

While GWP was up by 32%, gross incurred claims increased 
disproportionately by 55%.  Growth in business in general, 
and increase in frequency and severity of motor insurance 
losses coupled with escalating spare part and repair costs in 
particular were the major causes for unbalanced growth be-
tween the two parts, underwriting and claims. 

Net incurred claims (gross incurred claims minus reinsur-
ers’ share of such claims) rose sharply by about 58% to Birr 
144,994,929 from Birr 91,748,197 in the previous year. Of 
the gross incurred claims, motor class of business accounted 
for about 88% for the year 2013/14, exactly the same as it 
was in the previous year.  

Gross paid claims during the period grew by close to 57% to 
Birr 113,893,920 from Birr 77,556,322 in 2012/13 while net 
claims paid (reinsurers’ portion deducted) was up by only 
about 24% to Birr 89,919,300 from Birr 72,225,337 from the 
previous year. Claims normally grow almost ‘hand-in-hand’ 
with gross written premium. Unlike the preceding years, 
however, claim costs of this reporting year exceeded targets 
and predictions by significant proportion. In addition to 
incommensurate or uneconomic premiums charged owing 
to stiff competition, drastic increase in the frequency and 
severity of road accidents, the escalating costs of motor ve-
hicles repairs (spare parts and labour) pushed motor claims 
costs exorbitantly above plans and expectations.  

The corporate net loss ratio for the year under re-
port was computed to be about 77% (total net in-
curred claim of Birr 144,994,929 divided by total 
net earned premium of Birr 189,013,962) - a signif-
icant increase by about 13 percentage points from 
what it was in 2012/13 fiscal year. 

Despite prudential measures taken by the Com-
pany to sanitize its underwriting in acceptance of 
certain accident-prone vehicles risks, motor claims 
have continued to deteriorate. The ever diminish-
ing premium rates due to high competitive pressure 
remains to be the primary reason behind the wors-
ening claims ratio.  

Net motor claim ratio soared from 76% the previ-
ous year to 89% this time; this was a substantial ad-
verse change which calls for stringent underwriting 
measures to be taken coupled with designing of me-
ticulously drawn  up claims management systems. 
In the same way as motor, the net claim ratio rose 
in respect of almost all major classes of business: 
marine was up from 31% to 48%; engineering from 
62% to 83%; pecuniary from 29% to 32%; fire from 
(1%) to 10%; accident and health from 10% to 29%; 
while claims ratios of workmen’s compensation and 
other classes went down from 37% to 25% and from 
51% to 15%, respectively.   

2.3 Reinsurance
The gross premium ceded to reinsurers in the year 
under report grew to Birr 47,797,489, up by 40% 
as compared to last year. After deducting the to-
tal commission the Company earned from the 
business it helped generated for the reinsurers of 
Birr 8,753,483 (reinsurance commission and profit 
commission), the net reinsurance premium ceded 
to reinsurers was computed to be Birr 39,044,006 
which shot up by some 40% as compared to last 
year. The resultant net reinsurance cession was 16% 
of the gross written premium (only 14% the previ-
ous year). 

Net cession has shown significant growth for the 
fact that relatively larger risks of specially engineer-
ing and pecuniary classes of business written in 
2013/14 were mostly covered under facultative re-
insurance, resulting in increased premium cession. 
Consequently, the Company’s net retention de-
clined from 86% in 2012/13 to 84% in the reporting 
year.  OIC’s retention rate swung within the range 
of 80% to 90% over the previous years, which was 
within acceptable range as set out in the Company’s 
Risk Management Programme (RMP). 
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2.4 Underwriting Result

Underwriting Surplus/loss

2.5 Life Insurance

As indicated earlier, the gross written premium grew by 
32% to Birr 255,228354 in 2013/14 as compared to the 
preceding year. After providing for reinsurance cession, 
the Company has registered a net earned premium of Birr 
189,113,962, with insignificant shortfall by 8% as com-
pared against the budget. Yet, the actual performance in 
terms of net earned premium for 2013/14 exceeded the 
preceding year’s result by 33%. 

The life business has remained stunted due to the na-
ture of long-term insurance business in most develop-
ing countries. It is only about two years since OIC start-
ed to transact life insurance. In the preceding year, the 
Company wrote Birr 1,576,472 in gross premiums even 
though this slipped back to Birr 674,999 in the report-
ing period owing to pulling out of business by a single 
prominent client that has given a rosy side at start to the 
otherwise an unimpressive trend life business growth is 
known for. The Company has set out strategies to boost 
this line of business and hopefully, with support of you 
all, the business will surely thrive gradually in the years 
to come. 

Business exchange on facultative basis among domestic in-
surers has continued on an enhanced scale in 2013/14, as 
last year, the trend which is very beneficial for all industry 
players, specifically insurers and the country as a whole 
for obvious reasons. This realistic approach is expected to 
continue in the forthcoming year as well where OIC wel-
comes such development in order to play its role in the 
enhancement of industry retention capacity in so far as cir-
cumstances allow. The lasting solution, however, rests with 
the establishment of a national reinsurer that would absorb 
substantial portion of premiums being ceded overseas. 

In this regard, the regulatory body, the National Bank of 
Ethiopia, has taken quite appropriate and timely action in 
issuing Directive number SIB/1/2014, the Directive that 
laid down provisions for the establishment of a national 
or indigenous reinsurer by Ethiopian nationals. The Bank 
deserves to be recognized for the initiative it has taken. 
Following the issuance of the Directive, the Association of 
Ethiopian Insurers and its member companies quickly em-
braced the idea and set processes in motion to realize the 
national reinsurer. OIC also welcomed this development 
and the Board has decided in favor of the formation of lo-
cal reinsurer by allowing OIC to be one of the initiators 
and promoters as well as major investor in the local rein-
surance company yet to be established. While calling upon 
all concerned to extend necessary helping hands in all pos-
sible ways to realize this Grand National Financial Proj-
ect, and inviting all to invest to help establish the would-be 
profitable indigenous reinsurer, it is OIC’s position that the 
process leading to the formation of this company must be 
expedited for the common good  

In light of this development, OIC has the strongest convic-
tion that such a company must be formed in public-private 
partnership where the major industry players are expected 
to have good stake in this entity including banks and other 
financial institutions. Public ownership of such a compa-
ny must not be taken as the first line option for it would 
not very well suit the underlying economic policy of the 
country.   

Despite reasonable growth in net earned premium, the 
underwriting result for the year ended 30 June 2014 
was a total surplus of Birr 27,701,755, a decrease by 
about 13% as compared to last year. The major reason 
behind the contraction in the underwriting surplus was 
the worsening situation of incurred claims during the 
reporting period; the single most culprit was being mo-
tor claims whose underwriting surplus has nose-dived 
from Birr 8,832,167 in 2012/13 to only Birr 383,763 in 
2013/14.   
     
Three classes of business have contributed more than 
50%, in total, towards the sum of underwriting surplus 
for the year under consideration: pecuniary (30%), ma-
rine (22%) and fire (19%). Please refer to the pie chart.   
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2.6 Microinsurance 

Underwriting Surplus/loss

3.Corporate Financial 
Performance Overview

3.1 Total Assets and Liability 
(including life insurance)

3.2 Capital

The total asset of the Company as at 30 June 2014 grew 
by 49% to Birr 389,972,535 from Birr 262,203,118 
in the preceding year. Likewise, total current liabil-
ities rose to Birr 158,525,813 by some 56% as com-
pared to last year, producing net current asset of Birr 
174,464,953 which grew significantly by about 45%. 

Despite the decision of the 3rd AGM encouraging ex-
isting shareholders either to settle their outstanding 
subscription or buy additional shares if subscribers fail 
to pay within prescribed dates, many major sharehold-
ers did not heed to the said decision for one or another 
reason for almost two years. Extra effort made to col-
lect subscribed capital from esteemed shareholders did 
not succeed as expected as well at that time.

Following the 4th AGM and the robust return ob-
tained in 2012/13, however, the majority of sharehold-
ers have immediately paid for their subscription in full 
while any remaining portion of the subscribed capital 
was transferred to other shareholders or sold to legal-
ly authorized investors or persons as per the decision 
passed by the 3rd AGM. Consequently, OIC’s paid up 
capital grew to Birr 83,831,000 as at June 30, 2014, 
more than double of what it was as at June 30, 2013. 

Generally, the total capital of the Company, compris-
ing of the paid-up capital, share premium, legal re-
serve, general reserve and profit for 2013/14 stood at 
Birr 115,345,324 as at June 30, 2014, up by about 70% 
from the level it was in the preceding year.

The Board would like to announce humbly that the 
Company has fully satisfied the legal obligation set by 
NBE for an insurer to have a minimum paid up capital 
to operate insurance business.

Microinsurance (MI) has become one of the unique fea-
tures of OIC. Bold as it is, the Company started MI ac-
tivities, on pilot scale, no sooner than it has come into 
operation in 2009. The primary reason for early take on 
of this line of business has to do with the constituency of 
its shareholders. Not less than 34 farmers’ cooperatives 
with about 1.5 million members have stake in the Com-
pany as owners or shareholders. MI is meant to meet the 
insurance needs of these very owners of the Company.

The main purpose was and still is to provide insurance 
services primarily to low income people in rural settings: 
the farming communities and the pastoralists. In broad-
er terms, extending the outreach to the communities 
largely excluded from financial services would be the 
underlying basis for the microinsurance OIC provides. 
Microinsurance basically helps OIC serve such custom-
ers with appropriate products that would properly ad-
dress their needs and premium paying capabilities. 

It can confidently be said that the international commu-
nity has accepted OIC as an emerging microinsurance 
provider and as the best channel to any information re-
lated to microinsurance in Ethiopia. OIC has been se-
lected as research partner by different institutions that 
drive the idea of microinsurance forward. Many inter-
national partners have strong link with OIC with respect 
to microinsurance.
As stated earlier, microinsurance has almost become the 
‘trademark’ of OIC. For instance, it is only OIC that has 
Index Based Livestock Insurance (IBLI) product in the 
country, which is the second of its kind in the world as 
well. The company has continued to sell this product 
to pastoralists in Borana Zone, Oromia Region, in five 
rounds to date - sales windows as we call it in the months 
of January and February, and, August and September 
of each year starting from the launch of the project in 
July 2011.  The policy is offered on the basis of what is 
termed as NDVI (Normalized Differential Vegetation 
Index), availability of forage to be determined from/by 
satellite records and readings.

In major classifications, the available MI products in-
clude multi-peril and index-based crops insurance as 
well as multi-peril and indexed livestock insurance, with 
a range of specific product offerings.   
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At close of business on June 30, 2014, the number of 
shareholders of the Company dramatically grew from 
565 to 790, up by 40%. As at time of holding the 5th 
AGM, this number has gone up to 814 primarily due 
to the internal working of transferability of shares from 
existing shareholders to others.    

3.3 Equity Investment

The Company’s total equity investment grew to Birr 
38,261,228 at the end of the financial year under consid-
eration from Birr 22,461,732 in the preceding year. In-
vestment in landed property (leased land), where future 
Head Quarters of OIC will be built, constituted about 
32% while investment in another real estate named OIB-
ODA SC made up about 26% of the total. The remaining 
balance was invested in six different companies - Oro-
mia International Bank SC (7%), Cooperative Bank of 
Oromia SC (12%), Gutu Oromia Share Company (9%), 
Elemtu Integrated Milk Industry S.C (3%), Elemo Kiltu 
H.B.C.S.L.L. (3%) and TBO Printing and Publishing SC 
(5%). The printing and publishing company was formed 
and now under active implementation through pri-
vate-public partnership (PPP) where Oromia National 
Regional State holds the major stake.

Unlike other most domestic insurers, the return or div-
idend materialized to OIC so far from such an invest-
ment has remained to be insignificant. It this reporting 
year, only the two sister banks have given the Company 
the sum of Birr 1,468,247 in dividends (45% above last 
year’s), and no return from the rest. The Company has 
also invested Birr 1,200,000 in the bond of Grand Ethi-
opian Renaissance Dam (GERD).

3.4 Administrative and 
    General Expenses
The total administrative and general expenses of the Com-
pany as at 30 June 2014 rose up by some 33% to reach Birr 
37,067,260 as compared to last year’s figure. As compared 
to budget, the actual expenses were reasonably below the 
budget by about 14%.  

3.5 Profitability
The year just ended on 30th June 2014 was another suc-
cessful year in that a profit before tax in the amount  of 
Birr 31,419,459 (Birr 23,150,085 after provision for in-
come tax and legal reserve of 10% , general reserve of 5%) 
and Directors’ share on Profit was earned in the year.

The high premium income coupled with enhanced and 
careful selection of risks, as circumstances allowed, re-
duction in trade debtors balances due to extensive and in-
tensive collection campaign which could otherwise have 
resulted in high provision for doubtful debts, generation 
of adequate amount of cash due to the enforcement of ‘No 
Premium No Cover’ provision of the new insurance law 
746/2012 and investment of such a cash in fixed-time de-
posits, effective cost saving/control and small dividends 
generated from equity investment contributed to obtain 
the much-desired profit in the reporting year.
 
The net profit generated has produced earnings per share 
of about 43% against weighted average capital of the Com-
pany as at June 30, 2014. It is to be recalled that the compa-
ny has offered earning per share of about 58% in 2012/13. 

 
It should be noted that the expense ratio of the Compa-
ny (expenses divided by earned premium) slightly rose to 
about 20% from 19.5% the previous year. The ratio was 
kept within the 20% plan set by the Company at start of 
the year and far below the standard range of 35% (max-
imum tolerable threshold) established by the regulatory 
body, NBE.
    
Had it not been for the steady rise in the cost of goods and 
services, the expense ratio could have been much lesser 
than the 20%. The ever rising costs like rent expense for 
acquisition of space for branch offices has continued to 
push operating costs very high. On the other side, it is 
only the premium rates that progressively go down while 
everything goes up in prices for reasons stated earlier.    

 NBE’s Directive number SIB/34/2013 stipulates that an 
insurer shall be required to have a minimum paid up 
capital of Birr 75 million (Birr 60m for non-life and Birr 
15m for life) to transact both life and non-life business-
es. Companies are required to meet this prerequisite 
until December 31, 2015 and OIC fulfilled it well ahead 
of the deadline.
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4. Market Share and       
Branch Expansion

5. Human Resources

As per unofficial figures gathered from the market, 
Company’s market share has grown by about 23% and 
rose to 5.3% in 2013/14 from about 4.3% the previous 
year. The industry’s non-life average premium growth 
was about 5% while that of OIC grew by 32%, as stated 
earlier. OIC should be able to continue and maintain its 
growth momentum to fast track its close competitors in 
not too distant future. 

During 2013/14 Financial Year, the Company has 
opened three new branches in upcountry: Bishoftu 
Branch in Oromia Region, Dessie Branch in Amha-
ra Region and Mekelle in Tigray Region. The number 
of full-fledged branches has grown to 26 as at June 30, 
2014. Furthermore, three more contact offices were also 
opened in Mettu, Bale Robe and Bule Hora during the 
period under report, increasing the Company’s market 
outlets to thirty two.

The Company’s network of branch offices are situated 

The Company’s total staff strength has grown roughly by 
34%, from 174 as at June 30, 2013 to 234 as at June 30, 
2014, with gender mix of 41% female (43% the previous 
year) and 59% male. It is really satisfying to see a sharp 
surge in the proportion of females in the total work-
force which shows the Company’s effort to minimize the 
gender disparity in its employees’ composition. Despite 
the marginal fall in the gender mix, the number of fe-
male staff in managerial position has shown affirmative 
changes from time to time. At the close of the year, all 
staffs were permanent employees except about 2% who 
were employed for definite period.
OIC strives to keep its employees motivated. One way to 
ensure that is promoting competent and qualified staffs 
to higher positions on the one hand and providing remu-
neration packages fairly comparable to market offerings 
on the other. OIC is also committed towards investing 

in its human resources by way of training and develop-
ment. Accordingly, 119 of its staff have attended various 
trainings in the reporting period, both in-house and at 
different local training institutions. The attrition rate was 
computed to be on the high side, 20%, which is predom-
inately caused by what is termed as pull factors (mostly 
attraction by better remunerations elsewhere other than 
the insurance industry) for staff working at lower eche-
lons.  
        
OIC takes pride in the quality of staff it has: mostly young 
and energetic, committed and dedicated, strong team 
with high desire to make achievement without limits. The 
challenge is to train and develop the human resources of 
the Company on continuous basis, and maintain and 
sustain this powerful team in the drive to hit on Compa-
ny’s long-term objectives.   

The reporting year’s EPS decreased due to substantial 
increase in the paid up capital of the Company which in 
turn was driven by exceptionally high EPS earned in the 
preceding year, stimulating existing shareholders to pay 
shares they subscribed for while the company was under 
formation years back.  
      
In view of reasonable level of net profit recorded in the 
reporting year, taking into account the application of al-
most all declared dividends in the preceding two years 
towards the partial settlement and fulfilment of capital 
subscribed for at the formation stage of the Company 
by the shareholders, and considering there would be no 
need for capital increase for 2014/15 due to adequacy 
of the paid up capital for current operations, the Board 
would like to present its recommendations before the 
AGM for consideration and decision that a dividend 
of  about 35% be declared and paid on all shares fully 
paid for as at 30 June 2014. It should be noted that this 
dividend pay rate is arrived at by dividing the net profit 
(after legal reserve, general reserve and Directors’ share 
on Profit) by the weighted average paid up capital as at 
June 30, 2014.  

at strategic locations in most of the cities/towns which 
have continued to give accessibility to the insuring 
public and created opportunities in cementing rela-
tionships with customers and other business associates 
or partners. Such a market expansion will continue in 
the coming year, too, which we optimistically expect to 
reach over 40 outlets at the end of 2014/15. Three more 
branches were in the process to be opened soon at the 
time of writing this report: Bahir Dar Branch in Amhara 
Region; and two branches in Finfinne - Bole Medhane-
alemm and Lideta areas.
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ate’ on the rating scale and with most direction of the risks 
being in the stable or decreasing trend. None of the risks 
have taken unacceptable position as such although much 
improvement is needed in respect of such risks like rein-
surance risk and related party risks which were labeled as 
having an increasing direction. The last on-site examina-
tion report of the Bank placed OIC on overall risk assess-
ment scale of CRA-3 (Composite Risk Assessment) which 
has five scales from 1 to 5, in descending order.            

7. FUTURE PROSPECTS
Owing to various factors, the potential growth (at least an 
average of 25% growth rate expected to reign) is apparent-
ly promising against actual growth of 32% registered in 
2013/14. The ambitious government plan as defined by the 
Growth and Transformation Plan (GTP) is one of the driv-
ers behind the envisaged growth. Investment has continued 
to grow and expand (manufacturing being given top prior-
ity); import and export anticipated to increase; awareness 
about insurance relatively improved and some others can 
be cited. 
 
The years ahead, therefore, appear to be promising for in-
surance industry in general and for OIC in particular.  It is 
believed that the Company is well positioned to capitalize 
on all available opportunities to the maximum possible. The 
Company’s plan is to grow by more than average industry 
growth, which is quite natural for a new Company like OIC.
 
The Company will continue to attract and retain profes-
sional staff having acceptable qualification, skill and experi-
ence. Staff development and training will be given priority.   
  
It has also a plan to expand its market outlets by opening 
branches in prime location of Finfinne and in towns situat-
ed in other Regional States as circumstances allow. 

The Company is contemplating to carry out study which 
will help add more new products to the array of insurance 
services it currently offers. It will also make all possible ef-
forts to entrench existing life, non-life and microinsurance 
products.  

The foregoing developments will make the Company’s in-
surance product offerings more complete, which we brand-
ed it as ‘complete and dependable insurance services un-
der one roof’: life, non-life and microinsurance.

OIC believes that risk is inherent in everything the 
Company does. In this regard, the Company has taken 
steps that would help it properly manage and control 
risks in all respects. It does so in accordance with the 
Risk Management Program (RMP) drawn up by man-
agement, endorsed by the Board and approved by the 
National Bank of Ethiopia. Two dedicated work units 
(Internal Audit Services, directly accountable to the 
Board and Risk Management Services, reporting to the 
Board as deemed necessary) were established couple of 
years back and are working meticulously and effective-
ly with the prime purpose of safeguarding the Compa-
ny from the operation of risks it has exposure to.   

 The Company regularly conducts risks assessment and 
evaluation on daily basis for the fact that it is  the busi-
ness of insurance. More in depth companywide risk as-
sessment and evaluation is made at least quarterly on 
the basis of standards laid down in the RMP as well as 
those standards prescribed by the NBE. 

The NBE itself undertakes analysis of quarterly finan-
cial reports and produces what it termed as ‘off-site 
surveillance report’ with appropriate recommenda-
tions which helps the management and the Board to 
take corrective actions where risks tend to go beyond 
measurable standards set by the Bank or accepted in-
ternationally or industry practices. In addition to that 
of the Company, the quarterly surveillance report of 
the Bank serves as one of the vital instruments for the 
Board to know where the Company stands and where 
it is heading in good time. Moreover, the Bank’s on-site 
comprehensive risk-based examination report (done 
every two years) also provides valuable inputs and sup-
port in the management of Company’s risks. NBE de-
serves big thank you for this.   

Classified in eight major categories, the inherent and 
significant risks include credit risk, market risks, un-
derwriting risk, technical provision risk, operation-
al risk, liquidity risk, reinsurance risk and, contagion 
and related party risk. The overall business risk of OIC 
based on June 30, 2014 financial analysis was rated by 
the Bank (the Company more or less conquer to this 
rating) to be ‘moderate’ with ‘stable’ risk direction 
while most particular risks were given ‘low to moder-

6. Risk Management
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The automation of the Company’s operations with 
particular emphasis being given to financial opera-
tions (somehow automated recently though not ad-
equately) is also high on the agenda for the coming 
year, 2014/15. By the time of writing this report, key 
required staffs were recruited and in process of place-
ment. 
  
All necessary preparations needed to start construc-
tion of own Head Quarters on the landed property 
the Company jointly acquired in partnership with 
Oromia Coffee Farmers’ Cooperative Union will be 
carried out in the year depending on the handover 
of the site by appropriate government body. The cab-
inet of Addis Ababa City Administration has given 
approval to joint ownership and issuance of title deed 
in the joint name of the partners as well.  
     
As reported last year, the size of the land is about 
3,800m2 situated in front of Wabe Shabelle Hotel, at 
the junction or cross-roads leading to Kera, Mexico 
and Leghar. The building is expected to have not less 
than 21 stories as the matter of government policy.

 As mentioned earlier, the investment in this real es-
tate is to be carried on in partnership with Oromia 
Coffee Farmers’ Cooperative Union, which is going 
to have 50% stake in the estate. At the time of writ-
ing this report, the last standing building on the plot, 
which used to be under the occupancy of first in-
stance court, is being demolished. This would even-
tually lead to legal handover of the land. It should be 
underscored here that it took almost a persistent and 
an uninterrupted daily follow up of over a solid year 
to get the court housing the building to vacate and 
relocate so as to clear the compound.   
       
Besides, follow up on obtaining another plot of land 
for construction of own recovery yard (where dam-
aged properties are to be kept temporarily) will be 
given due attention in 2014/15 financial year.  
Generally, prospects for growth in the years to come 
remain to be quite promising when viewed in light 
of significant trends witnessed in the previous couple 
of years.  By reinforcing its internal capabilities, en-
hancing its visibility and service quality, OIC would 
certainly meet the ambitions of its Shareholders and 
other Stakeholders.

The Board of Directors wishes to express its deepest grati-
tude to all esteemed customers of Oromia Insurance Com-
pany S.C. for their never-ending support and patronage.  
It would also like to convey its gratefulness to all banks in 
general and its sister banks in particular for the sustained 
and ever-growing business relationships we both contin-
ued to benefit from to a great extent.

 Our shareholders also deserve special recognition for their 
investment, persistent backing, patience and we loudly 
want to offer big thank you. 
         
The Board also wishes to record its appreciation for the re-
lation the Company enjoys with its reinsurers and the mu-
tual and reciprocal business relations it has developed with 
both domestic and international intermediaries.

A special credit is due to all its frontline officers and staff 
who have played and will continue to play a pivotal role in 
the Company’s success and growth. They help in identify-
ing the needs of the insuring public on the one hand and 
they serve as its ambassadors on the other hand.

Last but not least, both on half of the Board and on my own 
behalf, I wish to confirm, once again, that the Company’s 
Management and Staff demonstrated their commitment to 
continue endeavoring to make OIC the leading insurer by 
enhancing its visibility from the crowd.

Elias Geneti  

Chairman, Board of Directors & 
of The Annual General Meeting

VOTE OF THANKS
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AUDITORS’ REPORT
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
	               OROMIA INSURANCE COMPANY S.C.  
 

We have audited the accompanying financial statements of OROMIA INSURANCE COMPANY S.C. which 
comprise the statement of financial position as of 30 June 2014, the statement of comprehensive income, 
the statement changes in shareholders equity and statement of cash flows for the year then ended and sum-
mary of significant accounting policies and other explanatory information.

Management’s Responsibility for Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accor-
dance with the International Financial Reporting Standards and for such internal controls as management 
determines is necessary to enable the preparation of financial statements that are free from material mis-
statements whether due to fraud or error.

Auditors Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with International Standards on Auditing. Those standards require that 
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 

 

Auditors’  Report
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 Degefa Lemessa Authorized Auditors
      Limited Partnership,
      Chartered Certified Accountants

       October 6, 2014
          Addis Ababa

 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment including the assessment of 
the risk of material misstatements in the financial statements whether due to fraud or error. In making those 
risk assessments the auditor considers internal control relevant to the entity’s preparation and fair presenta-
tion of the financial statements in order to design audit procedures that are appropriate in the circumstances 
but not for the purpose of expressing  an opinion on the effectiveness of the entity’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by the management as well as evaluating the overall presentation of the financial statements. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of OROMIA INSUR-
ANCE COMPANY S.C. as of 30 June 2014 and of its financial performance, changes in shareholders equity and 
cash flows for the year then ended in accordance with the International Financial Reporting Standards.

We have no comment to make on the Board of Directors report relating to financial matters and pursuant to 
Article 375(1) of the Commercial Code of Ethiopia of 1960 we recommend that these financial statements be 
approved

Auditors’  Report
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 Degefa Lemessa Authorized Auditors
      Limited Partnership,
      Chartered Certified Accountants

Auditors’  Report
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                    OROMIA INSURANCE COMPANY S.C. 
                          NOTES TO THE ACCOUNTS
                   FOR THE YEAR ENDED 31 JUNE 2014
 
1.ESTABLISHMENT

2.ACCOUNTING POLICY

2.1 FIXED ASSETS

2.2 STATUTORY DEPOSIT 

2.3 ESTABLISHMENT COST

2.4 DEBTORS 

Oromia Insurance Company S.C was established in accordance with Article 304 of the Commer-
cial Code of Ethiopia and Proclamation No. 746/2012 with the objective of providing insurance 
services and to engage in other ancillary business activities.

The company has adopted the following accounting policies for preparing of the financial state-
ments which has been consistently applied. 

Fixed assets are stated at cost less accumulated depreciation. Depreciation is charged on the 
straight line basis at the following rates per annum.
								        Rate 
Motor Vehicles 					     20%
Office furniture and equipment 			   20%
Computers 						      25%

This represents the deposit that should be kept with the National Bank of Ethiopia in line 
with the licensing and supervision of insurance Business Proclamation No. 86/1994. Accord-
ing to this proclamation such deposit should amount to 15% of the paid up capital. 

It represents cost incurred before the company commenced operation and amortized at 10% 
per annum on straight line method starting form 1 February 2009

Provision for doubtful debts is maintained on the basis of Directive SIB/26/2004 issued by 
the National Bank of Ethiopia as follows:
		  25% of the debtors balance outstanding for 91-180 days
		  50% of the debtors balance outstanding for 181-360 days
		  75% of the debtors balance outstanding for over 360 days

Auditors’  Report
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2.5 INSURANCE FUND

a)   RESERVE FOR UNEARNED PREMIUM 

The provision for unearned premium is a reserve in respect of premium received but not yet 
earned and is calculated in compliance with National Bank Directive No SIB/17/98 for each 
class of business on basis of one-twenty fourth method.  

b)   INCURRED BUT NOT REPORTED CLAIMS (IBNR)

This provision is made to cover costs of claims incurred but not reported (IBNR) and to cover 
omission and understatements of estimated cost of claims notified on or before the end of the 
financial year. This provision is calculated at 10% of net earned premium as per National Bank 
Directive SIB 17/98.

c)   OUTSTANDING CLAIMS

This is the provision for the gross estimated cost of incidents notified on or before the end of 
budgeted financial period. 

d)   UNDERWRITING RESULT

Underwriting result is stated net of premium ceded to reinsurers, provision for unearned premi-
um, outstanding claims, provisions for unearned premiums technical reserves and underwriting 
expenses. 

2.6 LIFE ASSURANCE FUND

2.7 LEGAL RESERVE

The Actuarial Valuation of the Life Insurance Fund is required to be undertaken annually during the first 
five years after commencement of such business and at least once every three years thereafter. Until this is 
done, the profit or loss on this business for a given financial year is transferred to the Life Insurance Fund. 
Transfer of any profits from the Life Insurance Fund Profit and Loss Account is made on the recommen-
dation of actuaries following actuarial valuation.

This is a reserve established in line with Article 12 of Proclamation No. 86/1994, Licensing and Supervi-
sion of Insurance Business and is setup by transferring 10% of annual profits after tax until the amount of 
the reserve becomes equal to the amount of paid up capital.

Auditors’  Report
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17 BOARD OF DIRECTORS FEE
The second ordinary and extra ordinary meeting of shareholders  passed a resolution that Board of			 
Directors be paid a monthly  transportation allowance  and a share on profit after tax, legal reserve 			 
of 3 % or  Birr 50,000 which ever is lower respectively.The third extra ordinary meeting of the 				 
shareholders passed an additional resolution that the percentage be increased to 4.5% of net profit after tax 		
and after deduction and transfers to be made to legal reserve and general reserve. 				  
	

Auditors’  Report
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