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VISION, MISSION AND CORE VALUES

OR
OM

IA 
INSURANCE COMPANY S.C.

MISSION
Rendering efficient 

insurance services 

at competitive prices 

by using up-to-date 

technology and trained 

manpower to fully satisfy 

all its stakeholders.

CORE VALUES
Customers are our lifeblood

Employees are our most valued assets
We are committed to service excellence

We act with Honesty, Integrity and Loyalty
We are dedicated to new products 

development
We Uphold professionalism

VISION

To 
Be a
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ng 
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396
NUMBER OF 
EMPLOYEES

505.4M
GROSS WRITTEN 

PREMIUM

74.3M
PROFIT AFTER TAX

1.43B
TOTAL ASSETS

230
 EARNINGS PER 

SHARE 

50
MARKET OUTLETS

KEY PERFORMANCE INDICATORS

KEY PERFORMANCE 
INDICATORS
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Oromia Insurance Company S.C. (OIC) was 
licensed on 26 January 2009 to carry out 
General Insurance Business and commenced 
operations on 9th February 2009.  

The Company was established by 540 founding 
shareholders with paid-up capital of Birr 
26 million and subscribed capital of Birr 85 
million. This clearly demonstrates the fact that 
the Company commenced its operation with 
strong and reliable financial capacity, being the 
first of its kind to mobilize such a huge amount 
of paid-up capital in the country’s insurance 
industry at inception. Moreover, the diversity 
of its shareholders manifests the Company’s 
strong social base which embraces over 1.6 
million low income farmers through their 
cooperative unions.

Taking into consideration the needs of those 
low income farmers who became shareholders 
of the Company through their cooperative 
unions, OIC also launched Microinsurance 
products (crop insurance & livestock insurance) 
in 2010 i.e. about a year after its establishment. 
The Company also commenced Life Insurance 
Operation in 2012.

OIC provides complete and dependable 
insurance services under one roof: LIFE, NON-
LIFE, MICROINSURANCE AND AGRICULTURAL 
INSURANCE.

As at June 30, 2020 the number of the 
Company’s shareholders reached 982. Its 
authorized and subscribed capitals are Birr 500 
million and Birr 500 million, respectively.  The 
paid up capital of the Company as at June 30, 
2020 reached Birr 400.4 million.  The total asset 
of the Company also grew to Birr 1.43 billion 
and gross written premium reached Birr 505.4 
million (all classes of insurance) as at June 
30, 2020.  The Company’s profit after tax was 
Birr 74.4 million as at June 30, 2020. The staff 
strength was 396. 

The Company has crafted suitable mission that 
is customized to address the acute needs of its 
customers and has also developed reliable and 
continuously improving strategic plans which 
help to ensure the realization of its vision. 

Currently, OIC has 50 outlets: 43 full-fledged 
branch offices and 7 contact offices throughout 
the country and works as well with its own sales 
agent’s and insurance brokers in the industry. 

THE COMPANY’S BACKGROUND 

THE COMPANY’S BACKGROUND 
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BOARD CHAIRPERSON'S MESSAGE TO SHAREHOLDERS

DEAR OUR ESTEEMED SHAREHOLDERS, 

It is with great pleasure that I, on behalf of the 
Board of Directors, present the company’s annual 
report and financial statements for the year ended 
June 30, 2020.

As we have marked 11th year of operation, we 
are delighted that the company has cruised past 
economic, social and political headwinds that had 
impacted the business environment within which 
we operate. 

The outbreak of coronavirus and the economic 
strain that ensued globally and nationally was 
unprecedented. The movement restrictions and 
other containment strategies followed to curb 
spread of the virus had abruptly brought business 
activities virtually to zero. Trade with China, import-
export and other business deals were severely 
damaged and stalled. Overall, COVID-19 induced 
challenges had its toll on the insurance sector in 
Ethiopia specifically starting from the second half 
of the fiscal year. 

During this period, the country’s total gross 
written premium was Birr 11.2 billion which is a 
22.85% growth as compared to last year’s similar 
period. The performance of insurance companies 
in the face of the above challenges seems to be 

phenomenal. OIC was able to generate Gross 
Written Premium (GWP) of Birr 505.4 million from 
all categories of the insurance during the report 
period. From this, the general insurance business 
takes the lions share by generating Birr 478 million. 
This is a 10.1% growth as compared to last year’s 
premium production of Birr 434 million.

Another growth was noted for the microinsurance 
class of business this year with GWP of Birr 
17,837,045 from last year’s Birr 10,057,793. This is 
a 77% growth when compared against last year’s 
premium production performance. In line with 
the financial inclusion agenda, we are reaching 
out to the four corners of the country to provide 
coverage to the marginalized part of the society. 
This has earned OIC accolades and reputation in 
the country and globally. As a lone member of the 
global Microinsurance network from Ethiopian 
insurance industry, the company has not only 
opened opportunities for its professionals to access 
latest trends and new developments in the field 
but it is also representing Ethiopia in the global 
arena. Despite the wide arrays of opportunities 
being opened up because of microinsurance, 
OIC remains cautiously optimistic and it takes a 
painstakingly careful approach in underwriting 
some risks that comes in through bleeding-edge 
products.  

ABERRA BEKELE (ENG.), 
Chairperson, Board of Directors
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When it comes to Life insurance business, the 
company earned GWP of Birr 9,487,053 which is a 
13.78% growth when compared against last year’s 
similar period GWP of Birr 8,338,027. 

Overall, during the period under review, the 
company registered a profit after tax of Birr 
74,281,000, whereas the profit after tax of last 
year’s corresponding period was Birr 87,112,000.

Earnings per share stood at Birr 230 which 
is a decrease of 41% from that of last year’s 
corresponding period which was Birr 390. The 
reason for this is attributable to an increase in 
weighted average paid up capital from Birr 222,608 
to Birr 336,273.

The company’s asset has reached Birr 1.43 billion 
from last year’s similar period of Birr 1.14 billion 
registering an increment of 25.07%. On the other 
hand, the total liability of the Company has 
reached Birr 891,044,000 during the reporting 
period which is 16.22% increment as compared 
with last year’s similar period of Birr 766,656,000. 

During the report period, for both life and general 
insurance, OIC’s market share stood at 4.53% from 
the industry. This is a decline from last year’s 4.99% 
that to some extent has been caused by failure to 
achieve targets fully during the year. OIC’s move 
for sustainable and steady growth is what should 
be given attention in the new fiscal year. In terms 
of GWP, the company took the 6th place from the 
17 insurance companies that are operational in the 
country. 

LADIES AND GENTLEMEN,

I wish to express my sincere appreciation to the 
Insurance Supervisory Directorate of the National 
Bank of Ethiopia for its continued support and 
guidance during the year and I would also 
like to express my gratitude to our reinsurers, 
intermediaries and other business partners for 
their commitment to work with OIC. 

Our shareholders, clients, customers and all the 
other stakeholders, I owe a huge debt of gratitude 
for their trust, continued engagement and support 
during the year.

My special thanks go to my fellow directors for 
their wise counsel, our executive management 
team and all staff whose daily efforts collectively 
generate value for our stakeholders. I am thankful 
for their loyalty, commitment and dedication.

Finally, on behalf of the Oromia Insurance 
company’s directors and all employees, I would 
like to assure you that we will remain steadfast in 
our pursuit of creating values for our shareholders 
and those who partners to work with us. 

Thank you all.

Aberra Bekele (Eng.), 
Chairperson, Board of Directors &
of the Annual General Meeting
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REPORT OF THE BOARD OF DIRECTORS

Report of the Board of Directors

The Board of Directors of Oromia Insurance 
Company S.C. is pleased to present this 11th 
annual report together with the audited financial 
accounts for the year ended 30th June 2020.

Reviews of the operational environments, and 
summaries of the operational and financial 
performances are presented here below for the 
AGM’s deliberation and consideration. 

1.   Operating Environment 

1.1. Global Economy 

As our fiscal year runs from July 2019 to June 30, 
2020, we will try to include the global economic 
performances of the second half of 2019 and the 
first half of 2020. 

At the beginning of our fiscal year, and in 
the second half of the global economy, the 
International Monetary Fund (IMF) predicted 
a more sluggish global economic growth. The 
IMF estimated that the global Gross Domestic 
Product (GDP) slowed to 2.9 percent in 2019. 
The decelerated economic growth came against 
the backdrop of trade and geopolitical tensions. 
The US-China trade tensions escalated because 
of US further increased tariffs on certain Chinese 
imports and china’s retaliation in raising tariffs on 
the US imports. Further, the Brexit Deal or No Deal 
impasse, the fear of the global technology supply 
chains of the US sanctions and the Organization of 
the Petroleum Exporting Countries (OPEC) supply 
cuts on the back of global oversupply were among 
the factors that contributed to the slow growth.

IMF had projected global growth to rise to 3.3 
per cent in 2020 on account of signs of economic 
stabilization such as the favorable news on US-
China trade negotiations, an accommodative 
policy stance across the markets with the US 
embarking on several fed rate cuts in the year, 
similar to the continued policy rate easing seen in 
Japan and Europe.

However, on 30 January 2020, the World Health 
Organization (WHO) declared that the Corona 
Virus disease, (COVID-19), a pneumonia of an 
unknown cause as a Public Health Emergency 
of International concern. Outbreaks have been 
recorded in countries around the world with 
drastic measures being taken, including closing 
borders. This pandemic has led to a slow-down in 
the global economy and is expected to negatively 

impact the local economy depending on how fast 
mitigations put in place help to reduce its spread 
among the population.

The COVID-19 pandemic has inflicted high and 
rising human costs worldwide. Protecting lives 
and allowing health care systems to cope have 
required isolation, lockdowns, and widespread 
closures to slow the spread of the virus. The health 
crisis therefore had a severe impact on economic 
activity.

As a result of the pandemic, the IMF report 
continued, the global economy was projected 
to contract sharply by 3 percent in 2020, much 
more than during the 2008–09 financial crisis. In 
the third quarter it was projected that the global 
economy would grow by -4.9% further plunging 
the economy downward from the first forecast. 
Since the impact of the pandemic was more 
negative than expected, the global economic 
recovery is projected to be more gradual than 
previously forecasted. 

According to the global financial stability report 
update, it appears that Risk asset prices have 
rebounded following the precipitous fall early 
in the year, while benchmark interest rates have 
declined, leading to an overall easing of financial 
conditions.

Swift and bold actions by central banks aimed 
at addressing severe market stress have boosted 
market sentiment, including in emerging markets, 
where asset purchases have been deployed in 
a number of countries for the first time, helping 
bring about the easing in financial conditions. 
Amid huge uncertainties, a disconnect between 
financial markets and the evolution of the real 
economy has emerged, a vulnerability that could 
pose a threat to the recovery should investor risk 
appetite fade.

1.2. Sub-Saharan African Economy 

According to the world bank reports, Sub-Saharan 
African countries have somehow managed to keep 
the COVID-19 (coronavirus) under control with 
relatively low number of cases. However, there is 
no doubt that it has jeopardized years of hard-won 
development gains and upended the lives and 
livelihoods of millions.
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The pandemic continued to take a toll on African 
lives and economies, economic activity was 
projected to decline by 3.3% in 2020, confirming 
the region’s first recession in 25 years. 

The substantial downturn in economic activity 
costed the region at least $115 billion in output 
losses, in part caused by lower domestic 
consumption and investment brought on by 
containment measures to slow the spread of 
the coronavirus. The world predicted that the 
situation could also push up to 40 million people 
into extreme poverty, erasing at least five years of 
progress in fighting poverty. Similarly, COVID-19 
could set back progress in building human capital, 
as school closures affected nearly 253 million 
students, potentially causing losses in learning.

Eastern and Southern African countries were hit 
hardest by the economic impacts of COVID partly 
because of the stronger output contractions in 
South Africa and Angola. Disruptions in the tourism 
industry and lockdowns also caused substantial 
slowdowns in Ethiopia, Kenya, and the island 
nations. In West and Central Africa, the decline in 
growth was projected to be driven mainly by oil 
exporters. Activity among non-resource-intensive 
countries, including Côte d’Ivoire, Ghana, and 
Senegal, was slowed but not contracted, helped 
by relatively more robust growth in the agriculture 
sector. Fragile countries in the region are expected 
to experience a strong decline in growth as 
COVID-19 exacerbates the drivers of fragility.

The report projects that the region will rebound in 
2021, however growth will vary across countries. 
While South Africa is expected to experience a 
weak recovery, overall growth in Eastern and 
Southern Africa region is expected to average 
2.7%. While Nigeria’s economic recovery will be 
weak, the Western and Central Africa region is 
expected to experience an average growth of 
1.4%. Many countries have seized the opportunity 
within the crisis to move faster on necessary 
reforms and investments that will be crucial for 
long-term development. However, concerns of a 
second wave are fueling further uncertainty.

1.3. Ethiopian Economy

Ethiopia had been one of the fastest growing 
economies in East Africa. But real GDP growth 
in 2020 was projected to decline from the pre-
pandemic estimate of 7.2% to 3.6% with the 
pandemic slowing by July (baseline) and to 2.6% 
in the worst-case scenario. A partial recovery was 

projected in 2021. The pandemic hit commodity 
prices and trade, travel and tourism, and financial 
flows. Ethiopia depends on commodity exports, 
with agricultural products accounting for more 
than 65% of total merchandise export revenues, 
and tourism accounting for about 9% of GDP.

Reduced demand among Ethiopia’s major trading 
partners in Asia, Europe, and the United States 
as expected had reduced export revenues and 
foreign exchange earnings. Subdued economic 
activities has somehow depressed public revenues 
and coupled with increased public spending to 
address the impact of the pandemic, the fiscal 
deficit is expected to widen in 2020 to between 
2.9% (baseline) and 3.5% (worst case). Disruptions 
of regional and global supply chains induced 
shortages of commodities, fueling price increases. 
The impact of higher import prices had likely offset 
the anticipated reduction in domestic demand, 
keeping inflation in double digits against the 
National Bank of Ethiopia’s 8% target. Accordingly, 
the country experienced one of the worst inflation 
trends starting from February all through June 
2020 with the highest inflation rate being 22.9% 
in April 2020. 

Prolonged travel restrictions had impacted the 
country’s service exports, which in 2018–19 
accounted for about5% of GDP. A reduction in 
private transfers, estimated at$6 billion (6% of 
GDP) in 2018–2019, due to the global economic 
slowdown, would lead to a slight deterioration in 
the current account deficit, projected at 5.7%, with 
potential to widen further to 6.3% in the worst-
case scenario. It was projected that Foreign direct 
investment (FDI), which totaled $3 billion (3%of 
GDP) in 2018, would decline in 2020 as investors 
defer investment decisions. Lower remittances and 
FDI will reduce foreign exchange inflows and lead 
to further depreciation of the Ethiopian Birr (ETB). 
Bearing testimony to this estimation by the African 
Development Bank, Ethiopian Birr had undergone 
a depreciation of 20.33% from July 2019 exchange 
rate of USD Vs Birr exchange rate of 29.135 to June 
30, 2020 at exchange rate of 35.0553. Though the 
cost of the pandemic was not well articulated 
and documented, its impact in job losses due to 
reduced economic activities was immense. 

In an attempt to mitigate the economic downturn, 
the government took some measures which 
could have positively contributed. This includes: 
accelerated processing of VAT refunds to help 
in the cash flow of the private sector to enable 
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them better manage the effects of COVID-19 on 
their businesses; Tax exemption on importation 
of products related to curbing the coronavirus 
outbreak; On April 30, the Council of Ministers 
approved another set of economic measures to 
support firms and employment that includes 
forgiveness of all tax debt prior to 2014/2015;  tax 
amnesty on interest and penalties for tax debt 
pertaining to 2015/2016-2018/2019; exemption 
from personal income tax withholding for 4 
months for firms who keep paying employee 
salaries despite not being able to operate due to 
Covid-19. In another economic stimulus measure, 
The National Bank has provided 15 billion Birr (0.45 
percent of GDP) of additional liquidity to private 
banks to facilitate debt restructuring and prevent 
bankruptcies. It has also provided 33 billion Birr 
of additional liquidity to the Commercial Bank of 
Ethiopia.

Coupled with the COVID-19 caused economic 
crisis, the country’s ailing political landscape, the 
violence that casually erupted throughout the 
country and the uncertainties surrounding the 
national election and the vulnerabilities of the 
farmers at household level to the invasion of the 
locust was a host of unprecedented challenges in 
our operating environment locally. 

Be that as it may, it was reported that Ethiopia’s 
economy registered another robust growth of 
6.1% against all the odds and defying the projected 
growth of 3.6% adjusted after the break out of the 
pandemic. Reports have it also that the country’s 
GDP for the first time crossed the mark of 100 USD 
reaching 107.4 billion USD. 

1.4.  Global Insurance outlook 

According to the World Bank, global gross domestic 
product (GDP) recorded a weaker growth of 2.6% 
in 2019 compared to 3.2% in 2018.  This growth is 
projected to reduce further due to the COVID-19 
pandemic that has affected both the demand side 
and supply side of the world economies.

The Swiss Re Sigma No.4/2020 report indicated 
that the insurance markets across the globe were 
on a steady growth before the COVID-19 outbreak, 
with total global direct premiums written growing 
by 2.9% in 2019.  The global long-term insurance 
premium grew by 2.2% to USD 2,916 billion 
compared to a growth of 2.6% in 2018. While the 
general insurance premium grew by 3.5% in 2019 
to USD 3,376 billion. This resulted to the industry 
premium outpacing real GDP growth in more 

than 60% of the insurance markets worldwide. 
The total world insurance premium reached USD 
6.3 trillion accounting for more than 7.2% of the 
world gross domestic product (GDP) underlining 
the significant role insurance plays in supporting 
global sustainable development. 

It is projected that the COVID-19 pandemic will 
lead the world economy into recession thus the 
world economy will contract. This will in turn 
reduce the demand of insurance especially long-
term insurance products.

1.5.  Regional Insurance Outlook 

According to Swiss Re Sigma 4/2020 Report, Africa 
reported premium of USD 68.16 billion accounting 
for 1.08% of the world insurance premium. This was 
a decline of 1.8% in premium compared to 2018.  
Africa’s long-term insurance premium declined 
by 2.0% in real terms to USD 46.20 billion (2018: 
USD 47.13 billion) whereas the general insurance 
premium recorded a decline of 1.8% to USD 21.95 
billion (2018:  USD 22.25 billion).  The report further 
indicated that the decline in premium is a reflection 
of the challenging economic environment.

1.6. Ethiopian Insurance Outlook 

The number of direct insurers fully operating in 
the country during the period under review was 
17, of which sixteen are privately owned direct 
insurers while one is state owned direct insurer.  
However, one additional new competitor entered 
the country’s insurance industry at the end of the 
fiscal year under consideration.

During the year, the total gross written premium 
of all insurance Companies was Birr 11.2 billion. 
This showed growth of 22.85% as compared with 
that of last year corresponding period of Birr 9.09 
billion. 

The state-owned insurer, i.e. Ethiopian Insurance 
Corporation, dominated the market with a share 
of 45.3% during the period, while the market share 
of all private insurance Companies was 54.7% 
altogether. The market share of OIC was 4.53% 
from the industry and 8.2% from private insurers. 

Coupled with compromises in underwriting 
principles, unethical price cutting still remained as 
a major means of competition among the insurers 
in the industry as usual. This behavior continuously 
eroded premium rates and increased snatching of 
existing businesses from one another. 
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2.   The company’s performance 

The Company planned to generate gross written 
premium of Birr 525,000,000 from General 
Insurance, Birr 12,500,000 from Microinsurance 
and Birr 10,500,000 from Life Insurance during the 
period under review.

2.1. Non-Life Gross Written Premium 

The company managed to generate Birr 
478,014,926 which indicates 91.1% achievement 

of the plan from general insurance and is a10.1% 
growth when compared with that of last year’s 
similar period. 

The gross written premium by classes of business 
in comparison with that of the preceding year is 
presented in the below table. 

Table 1: Gross Written Premium

No Class of 
Business Plan

Actual Achieve-
ment (%)

Growth 
(%)2019/20 2018/19

1 Engineering 19,132,000 27,647,994 14,496,401 144.5 90.7

2 Fire 44,100,200 48,254,231 36,590,757 109.4 31.9

3 Liability 2,661,100 1,840,405 928,158 69.2 98.3

4 Marine 24,682,600 13,401,697 17,697,251 54.3 -24.3

5 Motor 350,966,000 317,840,759 281,594,573 90.6 12.9

6 GPA 16,071,900 14,906,530 12,629,583 92.7 18.0

7 Pecuniary 58,232,000 46,397,669 63,044,391 79.7 -26.4

8 Workmen’s 9,154,200 7,725,642 7,029,155 84.4 9.9

Total 525,000,000 478,014,926 434,010,269 91.1 10.1

2.2. Microinsurance 

From microinsurance businesses, Birr 17,837,045 
was generated which is 142.79% achievement and 
77% growth as compared against last year’s similar 
period of Birr 10,057,793. 

The detail production performance against 
last year’s similar period is presented in class of 
business in the following table. 

Table 2: GWP of Microinsurance

No TYPE OF 
POLICY Plan

Actual Achieve-
ment (%) Growth (%)

2019/20FY 2018/19 FY

1 MPCI 4,900,000 2,113,696.52 2,245,466.08 43.14 -5.9%

2 WICI 975000 7,306,736.00 6,000 749.41 121678.9%

3 MPLI 628,000 221,797.50 160,139.5 35.32 38.5%

4 IBLI 4,797,000 8,194,815 7,692,112.5 170.83 6.5%

5 Credit Life 600,000     

6 Life 600,000     

 Total 12,500,000.00 17,837,045.02 10,103,718.08 143% 77%
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2.3. Life insurance 

Gross written premium income of Birr 9,487,053 
was generated from life insurance businesses 
during the report period. This is an achievement of 

90.5% of the plan and a growth of 13.78% when 
compared against last year’s similar period of Birr 
8,338,027.15.

Table 3: GWP of Life Insurance

No TYPE OF POLICY Plan
Actual Achieve-

ment (%)
Growth 

(%)2019/20 2018/19

1 Individual Endowment 59,221.53 196,098.10 73,602.45 331% 166%

2 Group Term 7,474,988.54 6,769,795.23 5,911,381.62 91% 15%

3 Group Medical 2,853,010 2,456,820.29 2,269,583.39 86% 8%

4 Group Mortgage 112,780 59,949.48 77,694.69 53% -23%

5 Individual Medical 4,390 5,765.00   

 Total 10,500,000 9,487,053.10 8,338,027.15 90.35% 14%

3. CLAIMS 

3.1. Net Claims Incurred 

The total net claims incurred during the period 
under review was Birr 271,642,062 which is greater 
than the plan and that of last year corresponding 
period by Birr 36,609,886 (15.6%) and Birr 
64,930,199(31.4%), respectively.

The net claim incurred of Engineering & Motor 
classes of business were significantly high when 
compared with both plans set for the period and 
that of last year corresponding period. This implies 
that the increase in total net incurred claims was 
due to the two big claims reported by engineering 
class of business in addition to Motor claims. All 
other classes of business except Fire and Pecuniary 
have shown increased net incurred claims as 
compared with that of last year corresponding 
period.

3.2. Claims Paid 

The total claims paid from July 1, 2019 up to June 
30, 2020 was Birr 188,105,056, while the plan 
set was Birr 166,745,541. The total claims paid 
during last year’s corresponding period was Birr 
181,818,443. The outstanding claims as of June 30, 
2020 was Birr 452,920,029.

3.3. Claims Ratio 

The average corporate claims ratio set by plan 
for all classes of business during the year was 
60% while actual claims ratio for the period for 
non-life insurance class of businesses turned 
out to be 72.90% which is way higher than the 
anticipated. Claims ratio of non-life insurance class 
of businesses are presented here below: 

Table 4: Claims Ratios
Class of 

Business
Net Earned 

premium
Net Incurred 

Claims
Claims Ratio

Actual Plan

Engineering 10,278,631 11,638,435 113.23 27%

Fire 30,133,019 1,011,957 3.36 22%

Liability 1,663,642 25,078 1.51 13%

Marine 9,461,693 6,085,097 64.31 36%

Motor 273,552,468 238,621,397 87.23 70%

GPA 11,615,074 3,413,399 29.39 29%

Pecuniary 25,999,108 4,237,858 16.30 35%

Workmen’s 7,057,282 2,941,598 41.68 28%

Microinsurance 2,855,562 3,667,243 128.42 80%

Total 372,616,479 271,642,062 72.90 60%
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During the period under review the highest claims 
ratios were registered for microinsurance class 
of business followed by Engineering and Motor 
classes of business which were 128.42%,113.23% 
and 87.23% respectively.

3.4. Life Insurance 

The total amount of life insurance claims 
incurred during the period under review was Birr 
5,511,562.43. Claims amount of Birr 4,268,060.80 
was paid, while a total outstanding claim as at the 
end of the reporting period was Birr 1,302,995.65.   

4.  Reinsurance 

From the total Gross Written Premium including 
General and Microinsurance of Birr 495,851,971, 
a total of Birr 110,959,686 (22.4% of GWP) was 
ceded to reinsurers. The ceded premium for last 
year corresponding period was Birr 85,096,902.63 
(19.16 % of the GWP). Premium ceded during the 
period under review showed increment by Birr 
25,862,783.37 (30.4%) as compared with that of 
last year corresponding period.

5.  Corporate Financial Performance 

5.1. Paid up capital 

The paid-up capital of the Company during 
the year under review was Birr 400,404,000. As 
compared with that of last year corresponding 
period of Birr 250,000,000 it showed an increase of 
Birr 150,404,000 (60.1%). 

5.2.  Investment 

The company’s total investment has reached Birr 
786,212,562 during the report period. From these 
the lion’s share goes to the Head Quarter building 
project which registered an increment of 373.02% 
from last year’s similar period of Birr 9,631,249 
million investment. Another equity investment 
into OIB, CBO, EthioRe and ODA integrated 
transport as well as fixed time deposit during the 
period makes up 35.5% growth with a total of Birr 
715,521,075. 

Table 4: Investment

No. Investment Type 
  Investment Amount  

Growth %
  FY 2019/20    FY 2018/19  

1 Fixed Time Deposit 600,505,516 472,050,694 27%

2 Equity 115,015,559 96,751,624 19%

 2.1. Gutu Oromia Business SC 4,062,909 4,728,038 -14%

 2.2. Elemtu Integrated Milk Ind 1,050,000 1,050,000 0%

 2.3. Oromia International Bank SC 56,185,417 43,848,939 28%

 2.4. Cooperative Bank of Oromia SC 23,014,310 19,518,647 18%

 2.5. TBO Printing 7,593,750 7,595,000 0%

 2.6. Ethiopian Reinsurance 17,459,173 14,611,000 19%

 2.7. Sheger Microfinance SC 1,000,000 1,000,000 0%

 2.8. ODA Integrated Transport 4,400,000 4,400,000 0%

 2.9. Sheger Smart City 250,000 - -

3 Real Estate 11,000,000 11,000,000 0%

 3.1. Elemo Kiltu 1,000,000 1,000,000 0%

 3.2. OIB-Oda Real Estate 10,000,000 10,000,000 0%

4 Government Bond 3,330,738 3,326,776 0%

5 HQ Building Construction 45,557,900 9,631,249 373%

6 IT Project 10,802,849                            -    -

Total 786,212,562 592,760,343 33%
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5.3. Total Assets and Liabilities 

As at June 30, 2020 the total assets of the Company 
reached Birr 1.43 billion. As compared with that 
of last year corresponding period of Birr 1.14 this 
showed an increment of 25.07%. The increase in 
investment, statutory deposit, FTD, HQ building 
project and cash at bank were the major factors for 
the growth.  

The total liability of the Company has reached 
Birr 891,044,000 during the reporting period. As 
compared with that of last year corresponding 
period of Birr 766,656,000, the current year total 
liabilities increased by Birr 124,388,000 (16.22%).

5.4.  Administrative and General Expense 
(AGE)

The AGE for the year was Birr 137,696,000. The AGE 
has shown an increment of 11% when compared 
against that of last year’s similar period of Birr 
124,517,000. 

5.5. Profitability 

During the period under review, the Company 
registered profit after tax of Birr 74,281,000, 
whereas the profit after tax of last year’s 
corresponding period was Birr 87,112,000. 

6.  Branch Expansion 

In order to reach out to clients and provide services 
at their convenience, two additional branches 
were opened in Addis Ababa during the report 
period. These two are Tulu Meti Branch around 
Bethel neighborhood of Kolfe Keraniyo sub-city 
and Figa Branch in Bole sub-city. This sum up to a 
total number of 43 branches and 7 contact offices, 
making OIC one of the companies with many 
outlets throughout the country. 

7.  Human Resources 

The human resource strength of the Company 
as at June 30, 2020 was 396 altogether, out of 
which 236 were male and 160 were female. 
Further to that 21 of the employees were definite 
period employees while the remaining 375 were 
permanent employees. The total numbers of 
employees during last year corresponding period 
was 371.

With the purpose of building competent human 
resources, training was given to 182 staff members 
on different topics during the period under review.

Turnover rate for the period under review was 7% 
while that of last year was 3.9%.

8.  Corporate Social Responsibility 

Joining the nation’s effort to avert the spread 
of COVID-19, the company donated Birr 
1,000,000.00(One Million) for the National 
Emergency Preparedness Fund helping our 
company put in its resources during which the 
country was much in need. 

Furthermore, the company donated Birr 
2,000,000.00(two million) to the government in 
order to assist some development activities that 
was in the pipeline. 

9.  Corporate Governance 

Summary statements on the various activities 
accomplished by the Board during FY 2019/20 to 
ensure compliance and to remain committed to 
the principles of corporate governance were:

a) As per the newly approved Organizational 
Structure of the Company, the Board has managed 
to approve the appointments of two key positions 
i.e. Chief Operating officer and Chief Corporate 
and Resource Officer Positions. 

b) The full Board had been convening 25 times 
for the last twelve months and reviewed and 
approved annual business plan and budget as 
well as, different policy documents like Takaful 
Insurance policy, Conflict of Interest Management 
Policy, Code of Conduct for the BOD’s and Senior 
Management and Rules for Manner of Conducting 
Board Meetings, Company’s Reputational Risk 
Assessment and resolved on matters of strategic 
importance. 

c) The Board has considered and approved the 
proposals on various investments like Investing in 
Sheger Smart City (S.C.) etc.

d) The Board had exerted much effort to rectify 
the irregularity observed in the Company; by 
considering the Internal Audit Department 
Special Investigation Findings on the Agricultural 
Commercial Insurance (Microinsurance 
Departments) which was initiated by the Board 
itself.

e) The Board was giving strategic guidance to 
the managements mainly on the Headquarters 
Building Construction and the Integrated Insurance 
Management Information System projects. 
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f ) The Board had also been following 
up the implementations of findings and 
recommendations of the On-Site Examination 
report of the National Bank of Ethiopia as well as 
the rectification reports on that of the internal and 
external auditor’s findings.  

g) To effectively discharging the responsibilities 
entrusted to it the existing three Board’s Sub-
Committees; i.e. Audit Sub-Committee, Risk 
Management and Compliance Sub-Committees 
and Human Resource and Business Affairs Sub-

Committee were strengthened and had been 
functioning effectively. Accordingly, the sub 
committees had been discharging different duties 
and responsibilities directed to them by the full 
Board which fall to become under their jurisdiction 
and had been reporting their recommendations to 
the full Board based on which the latter had been 
passing informed decisions. 

h) The Board has assessed the effectiveness of the 
board, its sub-committees, and individual directors 
in carrying out their responsibilities.

i) The Board ensured that the National Bank’s 
examination report is considered as confidential by 
the directors and/or employees of the Company.

j) The Board ensured that appropriate and timely 
actions are taken to address the regulatory and 
supervisory concerns and instructions of the 
National Bank.

k) The Board adequately ensured that the 
minutes of the 10th Ordinary General Meeting of 

Shareholders was delivered to the National Bank 
within 20 working days from the date of such 
meeting and followed up the timely registration 
and authentication of the minutes of the General 
Meeting.

l) To sum-up, the Board had been overseeing 
the operational and administrative affairs of 
the Company in light of the emerging risks and 
opportunities.
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10.  Challenges and Prospects 

10.1.  Challenges 

During the report period, the company had to 
deal with lots of challenges that perhaps had 
impacted its operational results. These includes 
but not limited to the coronavirus pandemic 
caused economic slowdown globally which 
had a reverberating effect locally; the growing 
uncertainties and sentiment of the public to 
be too cautious in carrying out their day to day 
activities owing to the coronavirus and political 
landscape of the country; the unabated price wars 
that has for so long plagued and characterized 
the Ethiopian insurance industry; the scarcity 
of skilled human resources in the labor market 
and the failure to staff  at the right time and with 
proper and fit employees; the delay in timely 
implementing Integrated Insurance Management 
information system, a project that was in the 
pipeline for the last three years, as caused by 
some of unforeseen circumstances like the global 
pandemic; failure to collect and secure all the 
shares of capital reallocated to shareholders; the 
failure to strike balance of portfolio mix resulting 
in heavy dependence on motor classes of business 
in general insurance and medical insurance in 
life insurance that have played important role in 
putting claims cost through the roof and impacting 
the bottom-line are some of the major challenges 
that faced the company in the concluded fiscal 
year. 

10.2. Prospects 

The company has worked out; and has been 
implementing a business continuity plan to get 
past the challenges brought up by the coronavirus 
pandemic. Even though there is no cut and dried 
solution proposed yet, the company has been 
doing its best to cut through these challenges and 
it will hopefully overcome it. 

Working out a strategy that would help the 
company diversify its portfolio mix and according 
the required attention to mega risks and cautiously 
pursuing the less travelled roads of the insurance 
landscape in effectively utilizing the benefits 
that could be tapped from the microinsurance 
business. 

To minimize the heavy blow that could result 
from the loss of the skilled human resources to 
a competitor, the company will have its focus on 
internally developing its human resources than 
trying to poach from the industry. 

With businesses and travels around the world 
starting to open up, there is a growing optimism 
that the company’s Integrated Insurance 
Management Information System (IIMIS) would 
be implemented in the followed fiscal and this 
would help the company better organized to have 
a competitive edge over others. 

11.  Vote of Thanks 

On behalf of our shareholders, we [the board of 
directors] wish to express our deep gratitude to 
our clients, insurance intermediaries, reinsurers, 
business partners, suppliers, service providers and 
the regulatory authorities for the business and 
support throughout the year. The shareholders too 
deserve our recognition for the continued trust 
and willingness to invest in the company. 

Our thanks go to the National Bank of Ethiopia 
for its continued guidance and cooperation 
throughout the year.  

We also would like to recognize and appreciate 
the management and staff of the Company for the 
loyalty, dedication and hard work that has made 
these results possible.

Thank you! 

Aberra Bekele (Eng.)

Chairperson, Board of Directors & of the Annual 
General Meeting
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Incorporation and address

30 June 2020 30 June 2019
Birr'000 Birr'000

Net premiums           378,681           338,005 

Profit before income tax             73,166             92,356 
Income tax expense               1,115             (5,244)

Profit for the year             74,281             87,112 

Directors

The directors who held office during the year and to the date of this report are set out on page 3.

Teshome  Tadale
Company Board Secretary
Addis Ababa, Ethiopia

Results and dividends

The Company's results for the year ended 30 June 2020 are set out on page 9. The profit for the year has been transferred
to retained earnings. The summarised results are presented below.

The directors submit their report together with the financial statements for the year ended 30 June 2020, to the members
of Oromia Insurance Company S.C. This report discloses the financial performance and state of affairs of the Company .

Oromia Insurance Company Share Company was incorporated in Ethiopia in 2009 as a Share Company. The Company
was established by divesified groups of shareholders and individual citizens. The majority shareholders are mainly low
and middle income citizens.

Principal activities

The Company is principally engaged in the business of providing risk underwriting and related financial services to its
customers. Such services include provision of life and non-life insurance services to both corporate and individual
customers.
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a)

b)

c)

Signed on behalf of the Directors by:

Eng. Aberra Bekele Tigistu Shifarew
Board Chairman A/Chief Executive Officer

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

The Board 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 1960, The Accounting and
Auditing Board of Ethiopia and the relevant Directives issued by the National Bank of Ethiopia.

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

The Board is 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 Board 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.

In accordance with the Financial Reporting Proclamation No. 847/2014, all reporting entities established in accordance
with the Ethiopian law or operating in Ethiopia are to prepare financial statements in accordance with the International
Financial Reporting Standards.  

The Company's Board of directors (the Board) is 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:

exhibit clearly and correctly the state of its affairs;

explain its transactions and financial position; and



23OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

5	
	

 

 

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF 
OROMIA INSURANCE COMPANY S.C. 
 

Opinion 

We have audited the financial statements of Oromia Insurance share company, which 
comprise the statement of the financial position as at 30 June, 2020, and the statement of 
profit or loss and other comprehensive Income, statement of changes in equity and statement 
of cash flows for the year then ended, and notes to the financial statements, including a 
summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material respects, 
the financial position of the Company as at 30 June 2020 and its cash flows for the year then 
ended in accordance with the International Financial Reporting Standards (IFRS) as issued 
by the International Accounting Standards Board (IASB). 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities 
for the Audit of the 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 Accounts (IESBA Code) together with the ethical requirmets 
that are relevant to our audit of the financil statmetns 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 appropriate to provide a 
basis for our opinion. 

Key Audit Matters 

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, and we do not provide a separate opinion on these matters. 

Responsibilities of the Management and those Charged with Governance for the Financial 
Statements 

The 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 
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. 



24 OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

6	
	

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 of accounting unless Management either 
intends to liquidate the Company or to cease operations, or have no realistic alternative but to 
do so. 
 
Those charged with governance are responsible for overseeing the Company’s financial 
reporting process. 
 

Auditor’s Responsibility for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the Company report as a 
whole is 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 form 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.  
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

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

• Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control.  
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by Management. 

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

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

We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonable be thought to bear on our independence, 
and where applicable, related safeguards. 

From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the financial statement of the current 
period and are therefore the key audit matters. We describe these, matters in our auditor’s 
report unless law or regulation precludes public disclosure about the matter or when, in 
extremely rare circumstances, we determine that a matter should not be communicated in our 
report because the adverse consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication.  

We have no comment to make on the reports of the Board of Directors so far as it relates to the 
financial statements and pursuant to Article 375 of the Commercial Code of Ethiopia 1960 we 
recommend approval of the financial statements. 
 
The engagement partner on the audit resulting in this independent auditor’s report is Ato 
Yeheyis Bekele BA, FCCA. 
 
 
TAY Authorized           Addis Ababa  
Accountant and Auditors          28 September,2020  
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 30 June 2020  30 June 2019 
Notes Birr Birr

Gross premium income 6             484,293            413,704 
Premium ceded to reinsurers 6            (105,612)             (75,699)

Net premium             378,681            338,005 

Fee and commission income 7               31,986              23,010 

Net underwriting income             410,667            361,015 
Claims expenses 8            (192,372)           (190,167)
Claims recovered from reinsurers 8               21,468             119,320 
Gross change in contract liabilities 8              (83,489)           (133,765)
Change in contract liabilities ceded to reinsurers 8              (29,473)                1,758 

Net benefits and claims            (283,866)           (202,854)

Underwriting expenses 9              (10,280)               (8,342)
Decrease in individual life fund 29                    658                1,042 

Underwriting profit              117,179            150,861 
                      -   Investment income 10               87,910              65,830 

Other operating income 11                 7,897                   666 

Net income             212,986            217,357 

Other operating and administrative expenses 12              (56,591)             (53,606)
Employee benefits 13              (81,105)             (70,911)
Share of profit/ (loss) in associate 25                   (183)                  (484)
Finance Cost 14                (1,941)                      -   

Profit before income tax               73,166              92,356 

Income tax expense 15                  1,115               (5,244)

Profit for the year               74,281               87,112 

Other comprehensive income 

Remeasurement gain/ (loss) on defined benefits obligations 32                 1,324                   236 
Deferred tax (liability)/asset on remeasurement gain or loss (397)                 (71)                   

Total comprehensive income for the year               75,208              87,277 

Basic & diluted earnings per share (Birr) 34 0.23                                   0.39 

Eng. Aberra Bekele Tigistu Shifarew
Board Chairman A/Chief Executive Officer

The notes on pages 13 to 80 are an integral part of these financial statements.

Items that will not be subsequently reclassified into profit or loss:
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 30 June 2020  30 June 2019  30 'June 2018 
Notes Birr'000 Birr'000 Birr'000

ASSETS

Cash and bank balances 16                      798,359                       607,132           505,859 
Staff loan 17                        17,775                         17,864             16,245 
Investment securities: -                 
– Available for sale 18                      121,952                       103,023             83,653 
– Loans and receivables 18                          3,331                           3,327               3,340 

19                        14,547                         11,467                8,118 
Reinsurance assets 20                      209,383                       238,671           133,643 
Other assets 21                        53,721                         71,131             66,551 
Work in Progress 22                        56,361                     -   
Right of use asset 23                        40,685                                -                       -   
Defered acquisition cost 24                          5,021                           3,867               3,292 
Investments in associates 25                          4,063                           4,245               4,729 
Property, plant and equipment 26                        50,874                         42,528             44,193 
Deferred Tax Asset 15                          1,215                              950                  763 
Statutory deposit 28                        52,198                         38,694             25,141 

Total assets 1,429,485                 1,142,899                  895,527          

LIABILITIES
Insurance contract liabilities 29                      753,359                       651,208           480,824 
Insurance payables 30                        33,337                         36,233             50,231 
Other liabilities 31                        69,054                         68,353             51,459 
Lease Liability 41                        28,647                                -                       -   
Defined benefit obligations 32                          4,048                           3,165               2,544 
Deferred tax Liablity 15                          2,598                           3,051               2,196 
Current income tax liabilities 15                               -                             4,647             10,227 
Total liabilities 891,044                                          766,656           597,481 

EQUITY

Share capital 33                      400,404                       250,000           196,406 
Share premium 33                             579                              579                  579 
Retained earnings 35                        63,611                         62,377             64,332 
Legal reserve 36                        41,828                         34,400             25,689 
Other reserve 37                        19,109                         15,395              11,039 
Regulatory Risk Reserve 35                        12,911                         13,492 

Total equity 538,443                                          376,243           298,045 

Total equity and liabilities 1,429,486                                    1,142,899           895,526 

Eng. Aberra Bekele Tigistu Shifarew
Board Chairman A/Chief Executive Officer

The notes on pages 13 to 80 are an integral part of these financial statements.

The financial statements on pages 9 to 80 were approved and authorised for issue by the board of directors on September 28,2020
and were signed on its behalf by:

Insurance receivables
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Share 
capital

Share 
premium

Retained 
earnings

Legal
reserve

Other 
reserve

Regulatory 
Risk 

Reserve Total
Notes Birr Birr Birr Birr Birr Birr Birr

As at 1 July 2018        196,406          579      64,332     25,689       11,039  -         298,045 
   

Issue of share capital 32          53,594             -                -               -    -           53,594 
Dividend paid during the year 34     (60,646)             -    -          (60,646)

Profit for the year 34                 -               -         87,112             -                -    -            87,112 
Other comprehensive income:
Remeasurement gain on defined 
benefits obligations (net of tax)

32                 -               -             165             -                -    -                165 

Transfer to legal reserve 36                 -               -         (8,711)       8,711              -    -                   -   
Transfer to other reserve 37                 -               -         (4,356)             -          4,356  -                   -   
Regulatory Risk Reserve     (13,492)      13,492 
Directors' share of profit Paid          (678)               (678)
Directors' share of profit       (1,350)            (1,350)

As at 30 June 2019        250,000          579      62,376     34,400      15,395  -         376,242 

As at 1 July 2019        250,000          579      62,376     34,400      15,395          13,492         376,242 

Issue of share capital 32        150,404             -                -               -           150,404 
Dividend paid during the year 34     (62,376)             -            (62,376)

                  -   
Retained earnings Adjustment           616                616 
Other comprehensive income (Brought forwad)           280                280 
Profit for the year 34      74,281           74,281 
Other comprehensive income           927                927 
Remeasurement gain/(loss) on 
defined benefits obligations (net of 
tax)

                  -   

Transfer to legal reserve 36       (7,428)       7,428                   -   
Transfer to other reserve 37       (3,714)        3,714                   -   
Regulatory Risk Reserve 35              -    -              (581)               (581)
Directors' share of profit       (1,350)            (1,350)

As at 30 June 2020        400,404          579       63,611     41,828      19,109           12,911         538,443 

The notes on pages 13 to 80 are an integral part of these financial statements.



29OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

OROMIA INSURANCE COMPANY S.C.
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STATEMENT OF CASH FLOWS

 30 June 2020  30 June 2019 
Notes Birr Birr

Cash flows from operating activities
Cash generated from operations 38              70,820              76,772 
Benefit paid 32                      -   -                  
Tax paid               (4,647)             (10,227)
Interest paid 15                      -   

Net cash inflow from operating activities              66,173              66,545 

Cash flows from investing activities
Purchase of investment securities- equity investments 18             (18,929)             (19,370)
Dividend received 10              18,794                8,171 
Interest received              69,112              57,672 
Investment in fixed time deposit 16           (128,455)             (30,978)
Investment in associates 25                      -                        -   
Purchase of property, plant and equipment 26             (14,684)               (4,691)
Proceeds from sale of property, plant and equipment 38                      -                        -   

Net cash outflow from investing activities             (74,162)              10,804 

Cash flows from financing activities
Proceeds from issues of shares 33            150,404              53,594 
Dividend paid 35             (62,377)             (60,646)
Financing lease paid 41             (17,264)

Net cash inflow from financing activities              70,763               (7,052)

Changes in cash and cash equivalents              62,773              70,297 

Cash and cash equivalents at the beginning of the year 16            135,081              64,786 
Net decrease in cash and cash equivalents              62,773              70,297 

Cash and cash equivalents at the end of the year 16            197,854            135,083 

The notes on pages 13 to 80 are an integral part of these financial statements.
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Oromia International Bank Building
Bole Road, Africa Avenue, 
Addis Ababa, 
Ethiopia

2

2.1 Introduction to summary of significant accounting policies

2.2 Basis of preparation

2.2.1 Going concern

2.2.2 Changes in accounting policies and disclosures

New Standards, amendments, interpretations issued but not yet effective.

IFRS 9 - Financial Instruments

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. A Leases where the company a
lessee
1 Accounting for all leases except for short term and low value leases.
 For all leases except short term and low value assets previously classified as operating leases:
• As at July 1, 2019 the company recognized a lease liability measured at present value of remaining a lease payments discounted using the NBE ‘S
incremental borrowing rate.
• For all leases company has selected to recognize right of use asset at an amount equals to the lease liability for new contract.
2 short term leases.
The company applied the exemption for all short term leases up to 12 months or less for office space.
Short term leases are directly recognized as operating lease on Profit or loss and other comprehensive income statement
B  Leases where the company is a lessor.
 Sub lease of an office space were classified as operating lease because of it included in short term lease exemption option.
Method of initial application.
Ifrs 16 allows two method of initial application
1 Full retrospective approach: with the restatement of comparatives.
2 Modified retrospective approach: without the reinstatement of comparatives and with certain simplifications upon adoption.
The company has elected to use the second approach (Modified retrospective)
Based on single accounting model applied the company recognized a right of use asset and lease liability at the commencement date of the contract. the
commencement of date is the date on which  a lessor makes an underlying asset  available for use by lessee.

Oromia Insurance Company ("the Company) SC is a private commercial company domiciled in Ethiopia. The Company was established in 26 January
2009 in accordance with the provisions of the Commercial code of Ethiopia of 1960 and the National Bank of Ethiopia (NBE) Directive 746/2012. The
registered office is at:

Depreciation of the right of asset was calculated using straight- line method over the estimated useful lives. The predominant estimated useful lives are
as follows.
      Description                                                                         term in years
        Land                                                                                     30
        Building                                                                                2-5

General information

The Company is principally engaged in the provision of general and life insurance services to clients in Ethiopian Market.

A number of new standards and amendments to standards and interpretations are effective for annual periods beginning after 1 July 2017, 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:

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.

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.

The financial statements for the year ended 30 June 2020 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 are included where
appropriate. 

The financial statements comprise the statement of profit or loss and other comprehensive income, the statement of financial position, 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.

All values are rounded to the nearest thousand, except when otherwise indicated. The financial statements are presented in thousands of Ethiopian Birr
(Birr' 000).

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 replaces the
multiple classification and measurement models in IAS 39 with a single model that has only three classification categories: amortised cost, fair value
through OCI and fair value through profit or loss. 

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.

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.  The Company is yet to assess IFRS 9’s full impact.

IFRS 15 - Revenue from contracts with customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts with customers. Under IFRS 15,
revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or
services to a customer.

This standard deals with revenue recognition and establishes principles for reporting useful information to users of financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is recognised when a
customer obtains control of a good or service and thus has the ability to direct the use and obtain the benefits from the good or service.

The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related interpretations. The standard is effective for annual periods
beginning on or after 1 January 2018 and earlier application is permitted. The Company is yet to assess the expected impact on this standard.

Summary of significant accounting policies

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 3.
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Ethiopia

2

2.1 Introduction to summary of significant accounting policies

2.2 Basis of preparation

2.2.1 Going concern

2.2.2 Changes in accounting policies and disclosures

New Standards, amendments, interpretations issued but not yet effective.

IFRS 9 - Financial Instruments

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. A Leases where the company a
lessee
1 Accounting for all leases except for short term and low value leases.
 For all leases except short term and low value assets previously classified as operating leases:
• As at July 1, 2019 the company recognized a lease liability measured at present value of remaining a lease payments discounted using the NBE ‘S
incremental borrowing rate.
• For all leases company has selected to recognize right of use asset at an amount equals to the lease liability for new contract.
2 short term leases.
The company applied the exemption for all short term leases up to 12 months or less for office space.
Short term leases are directly recognized as operating lease on Profit or loss and other comprehensive income statement
B  Leases where the company is a lessor.
 Sub lease of an office space were classified as operating lease because of it included in short term lease exemption option.
Method of initial application.
Ifrs 16 allows two method of initial application
1 Full retrospective approach: with the restatement of comparatives.
2 Modified retrospective approach: without the reinstatement of comparatives and with certain simplifications upon adoption.
The company has elected to use the second approach (Modified retrospective)
Based on single accounting model applied the company recognized a right of use asset and lease liability at the commencement date of the contract. the
commencement of date is the date on which  a lessor makes an underlying asset  available for use by lessee.

Oromia Insurance Company ("the Company) SC is a private commercial company domiciled in Ethiopia. The Company was established in 26 January
2009 in accordance with the provisions of the Commercial code of Ethiopia of 1960 and the National Bank of Ethiopia (NBE) Directive 746/2012. The
registered office is at:

Depreciation of the right of asset was calculated using straight- line method over the estimated useful lives. The predominant estimated useful lives are
as follows.
      Description                                                                         term in years
        Land                                                                                     30
        Building                                                                                2-5

General information

The Company is principally engaged in the provision of general and life insurance services to clients in Ethiopian Market.

A number of new standards and amendments to standards and interpretations are effective for annual periods beginning after 1 July 2017, 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:

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.

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.

The financial statements for the year ended 30 June 2020 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 are included where
appropriate. 

The financial statements comprise the statement of profit or loss and other comprehensive income, the statement of financial position, 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.

All values are rounded to the nearest thousand, except when otherwise indicated. The financial statements are presented in thousands of Ethiopian Birr
(Birr' 000).

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 replaces the
multiple classification and measurement models in IAS 39 with a single model that has only three classification categories: amortised cost, fair value
through OCI and fair value through profit or loss. 

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.

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.  The Company is yet to assess IFRS 9’s full impact.

IFRS 15 - Revenue from contracts with customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts with customers. Under IFRS 15,
revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or
services to a customer.

This standard deals with revenue recognition and establishes principles for reporting useful information to users of financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is recognised when a
customer obtains control of a good or service and thus has the ability to direct the use and obtain the benefits from the good or service.

The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related interpretations. The standard is effective for annual periods
beginning on or after 1 January 2018 and earlier application is permitted. The Company is yet to assess the expected impact on this standard.

Summary of significant accounting policies

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 3.
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IFRIC Interpretation 22 - Foreign currency transactions and advance consideration

2.3 Foreign currency translation
a) Functional and presentation currency

b) Transactions and balances

Foreign currency translation (continued)

2.4 Cash and cash equivalents

2.5 Financial instruments - initial recognition and subsequent measurement

2.5.1 Financial assets

Initial recognition and measurement

a) Loans and receivables

b)

'Day 1' profit or loss

Reclassification of 
financial assets

IFRIC 22 Foreign currency transactions and advance consideration was issued in December 2016 (Effective 1 January 2018). The interpretation
clarifies that in determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part of it) on the
derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the date of the transaction is the date on which an
entity initially recognises the non-monetary asset or non-monetary liability arising from the advance consideration. If there are multiple payments or
receipts in advance, then the entity must determine a date of the transactions for each payment or receipt of advance consideration.

Entities may apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the interpretation prospectively to all assets,
expenses and income in its scope that are initially recognised on or after:

(i) The beginning of the reporting period in which the entity first applies the interpretation or;
(ii) The beginning of a prior reporting period presented as comparative information in the financial statements of the reporting period in which the
entity first applies the interpretation.

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 AFS 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.

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). 

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.

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 (ie 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.

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.

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.

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 and cash at bank.

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 instruments. Interest earned whilst holding AFS financial investments 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 held to maturity if the
management has the ability and intention to hold the assets for foreseeable future or until maturity.

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.

IFRS 17 - Insurance contracts

The Company may reclassify a non–derivative trading asset out of the ‘held–for–trading’ category and into the ‘loans and receivables’ category if it
meets the definition of loans and receivables and the Company has the intention and ability to hold the financial asset for the foreseeable future or until
maturity. 

If a financial asset is reclassified, and if the Company subsequently increases its estimates of future cash receipts as a result of increased recoverability
of those cash receipts, the effect of that increase is recognised as an adjustment to the EIR from date of change in estimate.

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

The Company’s loans and receivables comprise of insurance receivables, investment securities and other financial assets. Receivables arising from
insurance contracts are classified in this category and are reviewed for impairment as part of the impairment review of loans and receivables.

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

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’. 

For purposes of subsequent measurement of the Company's financial assets are classified into two categories:
• Loans and receivables
• Available-for-sale financial investments
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IFRIC Interpretation 22 - Foreign currency transactions and advance consideration

2.3 Foreign currency translation
a) Functional and presentation currency

b) Transactions and balances

Foreign currency translation (continued)

2.4 Cash and cash equivalents

2.5 Financial instruments - initial recognition and subsequent measurement

2.5.1 Financial assets

Initial recognition and measurement

a) Loans and receivables

b)

'Day 1' profit or loss

Reclassification of 
financial assets

IFRIC 22 Foreign currency transactions and advance consideration was issued in December 2016 (Effective 1 January 2018). The interpretation
clarifies that in determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part of it) on the
derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the date of the transaction is the date on which an
entity initially recognises the non-monetary asset or non-monetary liability arising from the advance consideration. If there are multiple payments or
receipts in advance, then the entity must determine a date of the transactions for each payment or receipt of advance consideration.

Entities may apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the interpretation prospectively to all assets,
expenses and income in its scope that are initially recognised on or after:

(i) The beginning of the reporting period in which the entity first applies the interpretation or;
(ii) The beginning of a prior reporting period presented as comparative information in the financial statements of the reporting period in which the
entity first applies the interpretation.

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 AFS 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.

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). 

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.

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 (ie 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.

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.

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.

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 and cash at bank.

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 instruments. Interest earned whilst holding AFS financial investments 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 held to maturity if the
management has the ability and intention to hold the assets for foreseeable future or until maturity.

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.

IFRS 17 - Insurance contracts

The Company may reclassify a non–derivative trading asset out of the ‘held–for–trading’ category and into the ‘loans and receivables’ category if it
meets the definition of loans and receivables and the Company has the intention and ability to hold the financial asset for the foreseeable future or until
maturity. 

If a financial asset is reclassified, and if the Company subsequently increases its estimates of future cash receipts as a result of increased recoverability
of those cash receipts, the effect of that increase is recognised as an adjustment to the EIR from date of change in estimate.

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

The Company’s loans and receivables comprise of insurance receivables, investment securities and other financial assets. Receivables arising from
insurance contracts are classified in this category and are reviewed for impairment as part of the impairment review of loans and receivables.

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

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’. 

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

Impairment of 
financial assets

(i) Financial assets carried at amortised cost

(i) Financial assets carried at amortised cost (continued)

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

2.5.2 Financial liabilities
Initial recognition and measurement

Subsequent measurement

Derecognition of financial liabilities

2.5.3 Offsetting financial instruments

2.6 Reinsurance assets

2.7 Other assets

Financial assets and liabilities are offset and the net amount reported in the statement of financial position where The 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.

The Company's other receivables are rent receivables, staff debtors and other account receivables.

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. They include prepaid rent, prepaid staff expenses
and other prepaid office expenses.

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.

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.

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.

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.

The Company cedes business to reinsurers in the normal course of business for the purpose of limiting its net loss potential through the transfer of risks
as described in note 2.15. Premium ceded comprise gross written premiums. Reinsurance arrangements do not relieve the Company from its direct
obligations to its policy holders.

Reinsurance assets are recognized when the related gross insurance claim is recognized according to the terms of the relevant contract. The Company
has the right to set off reinsurance payables against amounts due from reinsurers in line with the agreed arrangements between both parties.

AFS 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.

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

Theses are other receivables and prepayments. Other receivables are stated after deductions of amount considered bad or doubtful of recovery. These
are loans and receivables other than investment securities, insurance trade receivables and reinsurance assets. When a debt is deemed not collectible, it
is written-off against the related provision or directly to profit or loss account to the extent not previously provided for. Any subsequent recovery of
written-off debts is credited to profit or loss.

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.

All financial liabilities of the Company are classified as other financial liabilities at amortised cost.

They are recognised initially at fair value, net of directly attributable transaction costs and include insurance contracts liabilities, insurance payables,
dividend payables and other account payables. 

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.

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.

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.

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. 

Financial liabilities are derecognised when they have been redeemed or otherwise extinguished.
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Derecognition of 

Impairment of 
financial assets

(i) Financial assets carried at amortised cost

(i) Financial assets carried at amortised cost (continued)

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

2.5.2 Financial liabilities
Initial recognition and measurement

Subsequent measurement

Derecognition of financial liabilities

2.5.3 Offsetting financial instruments

2.6 Reinsurance assets

2.7 Other assets

Financial assets and liabilities are offset and the net amount reported in the statement of financial position where The 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.

The Company's other receivables are rent receivables, staff debtors and other account receivables.

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. They include prepaid rent, prepaid staff expenses
and other prepaid office expenses.

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.

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.

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.

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.

The Company cedes business to reinsurers in the normal course of business for the purpose of limiting its net loss potential through the transfer of risks
as described in note 2.15. Premium ceded comprise gross written premiums. Reinsurance arrangements do not relieve the Company from its direct
obligations to its policy holders.

Reinsurance assets are recognized when the related gross insurance claim is recognized according to the terms of the relevant contract. The Company
has the right to set off reinsurance payables against amounts due from reinsurers in line with the agreed arrangements between both parties.

AFS 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.

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

Theses are other receivables and prepayments. Other receivables are stated after deductions of amount considered bad or doubtful of recovery. These
are loans and receivables other than investment securities, insurance trade receivables and reinsurance assets. When a debt is deemed not collectible, it
is written-off against the related provision or directly to profit or loss account to the extent not previously provided for. Any subsequent recovery of
written-off debts is credited to profit or loss.

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.

All financial liabilities of the Company are classified as other financial liabilities at amortised cost.

They are recognised initially at fair value, net of directly attributable transaction costs and include insurance contracts liabilities, insurance payables,
dividend payables and other account payables. 

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.

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.

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.

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. 

Financial liabilities are derecognised when they have been redeemed or otherwise extinguished.
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2.8

2.9

2.10 Property, plant and equipment

Asset class Residual value (%)
Buildings 50 5%
Motor vehicles          10 5%
Tools and other assets 10 1%
Computer 10 1%

2.11 Deferred charges

2.12 Impairment of non-financial assets

  

2.13 Statutory deposits 

2.14 Insurance contracts
Classification

Deferred acquisition costs (DAC)

Commissions and other acquisition costs that vary with and are related to securing new contracts and renewing existing contracts are capitalised. All
other costs are recognised as expenses when incurred. The DAC is subsequently amortised over the life of the contracts as follows:

- For property, casualty and short-duration life insurance contracts, DAC is amortised over the terms of the policies as
premium is earned;
- For long-term insurance contracts, DAC is amortised in line with premium revenue using assumptions consistent with those used in calculating future
policy benefit liabilities.

Deferred acquisition costs represent a portion of commission which are incurred during a financial year and are deferred to the extent that they are
recoverable out of future revenue margins by applying to the acquisition expenses the ratio of unearned premium to written premium. 

DACs are derecognised when the related contracts are either settled or disposed of.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts previously recognised
in other comprehensive income is reclassified to statement of profit or loss where appropriate.

Depreciation rate (years)

Investments in associates

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

The Company’s share of post-acquisition profit or loss is recognised in the statement of profit or loss, and its share of post-acquisition movements in
other comprehensive income is recognised in other comprehensive income with a corresponding adjustment to the carrying amount of the investment.
When the Company’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured receivables, the
Company does not recognise further losses, unless it has incurred legal or constructive obligations or made payments on behalf of the associate.

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

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

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

Capital work-in-progress is not depreciated as these assets are not yet available for use.  They are disclosed when reclassified during the year.

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

Statutory deposits are cash balances held with the National Bank of Ethiopia in line with Article 20 of Insurance Business Proclamation No. 746/2012
and may not be withdrawn except with the written permission of the National Bank of Ethiopia, or be used as a pledge or security for any loan. They
have been separately disclosed due to their nature and liquidity. Statutory deposits are measured at cost.

The Company enters into insurance contracts as its primary business activity. Insurance contracts are those that the Company accepts significant
insurance risk from another party (the policyholder) by agreeing to compensate the policyholder or other beneficiary, if a specified uncertain future
event (the insured event) adversely affects the policyholder or the other beneficiary. The Company as a guide defines significant insurance risk as the
possibility of having to pay benefit on the occurrence of an insured event that is at least 10% more than the benefit payable if the insured event did not
occur.

The Company's insurance contracts are classified into two main categories, depending on the duration of risk.

(i) Non- life insurance contracts

These contracts are accidents and casualty and property insurance contracts. 

Accidents and casualty insurance contracts protect the Company’s customers against the risk of causing harm to third parties as a result of their
legitimate activities. Damages covered include both contractual and non-contractual events. 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.

(ii) Life insurance contracts

These contracts insure events associated with human life (for example, death or survival) over a long duration. 

In addition, the Company has short-term life insurance contracts which protect the Company’s policyholders from the consequences of events (such as 
death or disability) that would affect the ability of the insured or his/ her dependants 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 insured or the beneficiary. 
There are no maturity or surrender benefits.

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.

The Company made an advance payment in respect of it's rented recovery yard for damaged vehicles (salvages). This advanced payment is recorded as
a deferred charge in the statement of financial position. Each month, the Company recognises a portion of the prepaid rent as an expense in the
statement of profit or loss.

Associates are all entities over which the Company has significant influence but not control, generally a shareholding of between 20% and 50% of the
voting rights. Investments in associates are accounted for using the equity method of accounting. Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased or decreased to recognise the investor’s share of the profit or loss of the investee after the date
of acquisition. 

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.
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Computer 10 1%
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2.12 Impairment of non-financial assets
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2.14 Insurance contracts
Classification

Deferred acquisition costs (DAC)

Commissions and other acquisition costs that vary with and are related to securing new contracts and renewing existing contracts are capitalised. All
other costs are recognised as expenses when incurred. The DAC is subsequently amortised over the life of the contracts as follows:

- For property, casualty and short-duration life insurance contracts, DAC is amortised over the terms of the policies as
premium is earned;
- For long-term insurance contracts, DAC is amortised in line with premium revenue using assumptions consistent with those used in calculating future
policy benefit liabilities.

Deferred acquisition costs represent a portion of commission which are incurred during a financial year and are deferred to the extent that they are
recoverable out of future revenue margins by applying to the acquisition expenses the ratio of unearned premium to written premium. 

DACs are derecognised when the related contracts are either settled or disposed of.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts previously recognised
in other comprehensive income is reclassified to statement of profit or loss where appropriate.

Depreciation rate (years)

Investments in associates

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

The Company’s share of post-acquisition profit or loss is recognised in the statement of profit or loss, and its share of post-acquisition movements in
other comprehensive income is recognised in other comprehensive income with a corresponding adjustment to the carrying amount of the investment.
When the Company’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured receivables, the
Company does not recognise further losses, unless it has incurred legal or constructive obligations or made payments on behalf of the associate.

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

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

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

Capital work-in-progress is not depreciated as these assets are not yet available for use.  They are disclosed when reclassified during the year.

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

Statutory deposits are cash balances held with the National Bank of Ethiopia in line with Article 20 of Insurance Business Proclamation No. 746/2012
and may not be withdrawn except with the written permission of the National Bank of Ethiopia, or be used as a pledge or security for any loan. They
have been separately disclosed due to their nature and liquidity. Statutory deposits are measured at cost.

The Company enters into insurance contracts as its primary business activity. Insurance contracts are those that the Company accepts significant
insurance risk from another party (the policyholder) by agreeing to compensate the policyholder or other beneficiary, if a specified uncertain future
event (the insured event) adversely affects the policyholder or the other beneficiary. The Company as a guide defines significant insurance risk as the
possibility of having to pay benefit on the occurrence of an insured event that is at least 10% more than the benefit payable if the insured event did not
occur.

The Company's insurance contracts are classified into two main categories, depending on the duration of risk.

(i) Non- life insurance contracts

These contracts are accidents and casualty and property insurance contracts. 

Accidents and casualty insurance contracts protect the Company’s customers against the risk of causing harm to third parties as a result of their
legitimate activities. Damages covered include both contractual and non-contractual events. 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.

(ii) Life insurance contracts

These contracts insure events associated with human life (for example, death or survival) over a long duration. 

In addition, the Company has short-term life insurance contracts which protect the Company’s policyholders from the consequences of events (such as 
death or disability) that would affect the ability of the insured or his/ her dependants 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 insured or the beneficiary. 
There are no maturity or surrender benefits.

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.

The Company made an advance payment in respect of it's rented recovery yard for damaged vehicles (salvages). This advanced payment is recorded as
a deferred charge in the statement of financial position. Each month, the Company recognises a portion of the prepaid rent as an expense in the
statement of profit or loss.

Associates are all entities over which the Company has significant influence but not control, generally a shareholding of between 20% and 50% of the
voting rights. Investments in associates are accounted for using the equity method of accounting. Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased or decreased to recognise the investor’s share of the profit or loss of the investee after the date
of acquisition. 

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.
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2.15 Insurance contracts liabilities

(i) Non-life insurance contracts

(ii) Life insurance contracts

2.16 Provisions

2.17 Insurance payables

2.18 Other payables

2.19 Share capital

Insurance payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due
date is less than one year, discounting is omitted as the impact is not expected to be significant.

In certain cases, a reinsurance contract is entered into retrospectively to reinsure a notified claim under the Company’s property or accident and
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.

Other payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due
date is less than one year, discounting is omitted as the impact is not expected to be significant.

This is made up of net liabilities on policies in force as determined by qualified actuaries at the reporting date. Surplus or deficit arising from the
periodic valuation of the life insurance contracts are recognised in the statement of profit and loss. 

The reserves include Incurred But Not Reported (IBNR) and Unearned Premium Reserve (UPR).

Reinsurance contracts held

Reserving methodology

Data segmentation: The data used for reserving is segmented into the two classes as follows:
• Individual business; and
• Group business.

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due and measured on initial recognition at the fair value. Subsequent to initial recognition, insurance
receivables and payables are measured at amortised cost, using the effective interest rate method as described in note 2.5 and 2.17. 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. These processes are described in Note 2.5. 

The Company assesses its reinsurance assets for impairment on an anual 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 the same method used for these financial assets. These
processes are described in Note 2.5.

Deferred income

Deferred income represents a portion of commission received on reinsurance contracts which are booked during the financial year and are deferred to 
the extent that they are recoverable out of future revenue margins. It is calculated by applying the reinsurance commission income to the ratio of 
prepaid reinsurance to reinsurance cost.

The recognition and measurement of insurance contracts have been set out under Note 2.14. Insurance contract liabilities arising from insurance
contracts are determined as follows:

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 receivables 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 recognised in other
assets when the liability is settled. The allowance is the assessment of the amount that can be recovered from the action against the liable third party.

(a) Reserves for outstanding claims

The reserve for outstanding claims is maintained at the total amount of outstanding claims incurred and reported plus claims incurred but not reported
(“IBNR”) as at the balance sheet date. The IBNR is based on the liability adequacy test described in note 2.14.

(b) Reserves for unearned premium and unexpired risk

The reserve for unearned premium is calculated on a time apportionment basis in respect of risk accepted during the year. A provision for additional
unexpired risk reserve is recognised for an underwriting year where it is envisaged that the estimated cost of claims and expenses would exceed the
unearned premium reserve.

(b) Reserving methodology

Data segmentation: The data used for reserving is segmented into the eight classes as per the NBE Direcetives:
• Motor vehicle insurance business;
• Fire insurance business;
• General accident insurance business;
• Marine insurance business;
• Worksmen compensation insurance business;
• Engineering;
• Bonds;
• Public liability, pecuniaryand other micro insurance business.

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. The Company had the right to set-off reinsurance payables against the amount due
from reinsurance in line with the agreed arrangement between both parties.

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 DAC. 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).

As set out note 4.2, life insurance contracts are measured based on assumptions set out at the inception of the contract. When the liability adequacy test
requires the adoption of new best estimate assumptions, such assumptions (without margins for adverse deviation) are used for the subsequent
measurement of these liabilities. Any DAC written off as a result of this test cannot subsequently be reinstated.

The Company classifies ordinary shares as equity when there is no obligation to transfer cash or other assets. Incremental costs directly attributable to
the issue of new shares are recognized as deductions from equity, net of tax, from the proceeds. The excess of the issue price over the par value is
recorded in the share premium reserve.

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.

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 in Note 2.14 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.



39

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS 

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

2.15 Insurance contracts liabilities

(i) Non-life insurance contracts

(ii) Life insurance contracts

2.16 Provisions

2.17 Insurance payables

2.18 Other payables

2.19 Share capital

Insurance payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due
date is less than one year, discounting is omitted as the impact is not expected to be significant.

In certain cases, a reinsurance contract is entered into retrospectively to reinsure a notified claim under the Company’s property or accident and
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.

Other payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due
date is less than one year, discounting is omitted as the impact is not expected to be significant.

This is made up of net liabilities on policies in force as determined by qualified actuaries at the reporting date. Surplus or deficit arising from the
periodic valuation of the life insurance contracts are recognised in the statement of profit and loss. 

The reserves include Incurred But Not Reported (IBNR) and Unearned Premium Reserve (UPR).

Reinsurance contracts held

Reserving methodology

Data segmentation: The data used for reserving is segmented into the two classes as follows:
• Individual business; and
• Group business.

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due and measured on initial recognition at the fair value. Subsequent to initial recognition, insurance
receivables and payables are measured at amortised cost, using the effective interest rate method as described in note 2.5 and 2.17. 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. These processes are described in Note 2.5. 

The Company assesses its reinsurance assets for impairment on an anual 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 the same method used for these financial assets. These
processes are described in Note 2.5.

Deferred income

Deferred income represents a portion of commission received on reinsurance contracts which are booked during the financial year and are deferred to 
the extent that they are recoverable out of future revenue margins. It is calculated by applying the reinsurance commission income to the ratio of 
prepaid reinsurance to reinsurance cost.

The recognition and measurement of insurance contracts have been set out under Note 2.14. Insurance contract liabilities arising from insurance
contracts are determined as follows:

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 receivables 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 recognised in other
assets when the liability is settled. The allowance is the assessment of the amount that can be recovered from the action against the liable third party.

(a) Reserves for outstanding claims

The reserve for outstanding claims is maintained at the total amount of outstanding claims incurred and reported plus claims incurred but not reported
(“IBNR”) as at the balance sheet date. The IBNR is based on the liability adequacy test described in note 2.14.

(b) Reserves for unearned premium and unexpired risk

The reserve for unearned premium is calculated on a time apportionment basis in respect of risk accepted during the year. A provision for additional
unexpired risk reserve is recognised for an underwriting year where it is envisaged that the estimated cost of claims and expenses would exceed the
unearned premium reserve.

(b) Reserving methodology

Data segmentation: The data used for reserving is segmented into the eight classes as per the NBE Direcetives:
• Motor vehicle insurance business;
• Fire insurance business;
• General accident insurance business;
• Marine insurance business;
• Worksmen compensation insurance business;
• Engineering;
• Bonds;
• Public liability, pecuniaryand other micro insurance business.

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. The Company had the right to set-off reinsurance payables against the amount due
from reinsurance in line with the agreed arrangement between both parties.

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 DAC. 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).

As set out note 4.2, life insurance contracts are measured based on assumptions set out at the inception of the contract. When the liability adequacy test
requires the adoption of new best estimate assumptions, such assumptions (without margins for adverse deviation) are used for the subsequent
measurement of these liabilities. Any DAC written off as a result of this test cannot subsequently be reinstated.

The Company classifies ordinary shares as equity when there is no obligation to transfer cash or other assets. Incremental costs directly attributable to
the issue of new shares are recognized as deductions from equity, net of tax, from the proceeds. The excess of the issue price over the par value is
recorded in the share premium reserve.

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.

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 in Note 2.14 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.
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2.20 Retained earnings

2.21 Legal reserves

2.22 Other reserves

2.23 Dividends on ordinary share capital

2.24 Revenue recognition

a

b

c Fees and commission income

d Investment income

           
e Dividend income

2.25 Gross Benefit and claims

2.26 Claims recovered from reinsurers

2.27 Finance cost

2.28 Employee benefits

(b) Defined contribution plan

(c) Defined benefit obligations

Gross premiums

Gross recurring premiums on life contracts are recognised as revenue when payable by the policyholder. For single premium business, revenue is
recognised on the date on which the policy is effective. 

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 commences. Premiums include any adjustments arising in the
reporting period for premiums receivable in respect of business written in prior accounting periods. Rebates that form part of the premium rate, such as
no claim rebates, are deducted from the gross premium; others are recognised as an expense. 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 on a daily pro rata basis. The proportion attributable to subsequent periods is deferred as a provision for unearned premiums.

This is recognised when the Company’s right to receive the payment is established, which is generally when the shareholders approve and declare the
dividend.

Gross benefits and claims for life insurance contracts include the cost of all claims arising during the year, including internal and external claims
handling costs that are directly related to the processing and settlement of claims and policyholder bonuses. Changes in the gross valuation of insurance
are also included. Death claims and surrenders are recorded on the basis of notifications received. Maturities and annuity payments are recorded when
due.

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. 

Reinsurance premiums and claims on the face of the statement of profit or loss have been presented as negative items within premiums and net benefits
and claims, respectively, because this is consistent with how the business is managed. 

Reinsurance premiums

The Company maintains legal reserve in accordance with the provisions of the NBE Directive No. SBB/4/95 which requires the Company to transfer
annually 10% of its annual net profit to its legal reserve account.

Other reserve warehouses a percentage of the net profit agreed to be set aside at the Company's annual general meeting. The reserve is calculated as 5%
of the net profits before distribution to the Company's shareholders.

The Company operates various post-employment schemes, including both defined benefit and defined contribution pension plans and post employment
benefits.

Insurance and investment contract policyholders are charged for policy administration services, investment management services, surrenders and other
contract fees. These fees are recognised as revenue over the period in which the related services are performed. If the fees are for services provided in
future periods, then they are deferred and recognised over those future periods.

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms of the relevant contract.

Remeasurement gain and loss arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity in other
comprehensive income in the period in which they arise.

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. 

The Company operates two defined contribution plans;

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 7% and 13% by employees and the Company respectively based on the employees' salary. 

Once the contributions have been paid, the Company retains no legal or constructive obligation to pay further contributions if the Fund does not hold
enough assets to finance benefits accruing under the retirement benefit plan. The Company’s obligations are recognized in the profit and loss account.

The Company operates a defined benefit severance scheme in Ethiopia, where members of staff who have spent 5 years or more in employment are
entitled to benefit payments upon retirement. The benefit payments are based on final emolument of staff and length of service. A defined benefit plan
is a pension plan that is not a defined contribution plan. Typically defined benefit plans define an amount of gratuity benefit that an employee will
receive on retirement, usually dependent on one or more factors such as age, years of service and compensation.

The liability recognised in respect of defined benefit gratuity plans is the present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using the market rates on
government bonds that have terms to maturity approximating to the terms of the related pension obligation.

Employer's contributions to this scheme are charged to profit or loss in the year in which they relate.

Gross outward reinsurance premiums on life and investment contracts are recognised as an expense on the earlier of the date when premiums are
payable or when the policy becomes effective. 

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.

Underwriting expenses are made up of acquisition and maintenance expenses comprising commission and policy expenses and other direct costs.

Underwriting expenses for insurance contracts are recognised as expense when incurred, with the exception of acquisition costs which are recognised
on a time apportionment basis in respect of risk.

The net profits or losses from operations in current and prior periods are accumulated in retained earnings less distributions to equity holders.

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.

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. 
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2.25 Gross Benefit and claims

2.26 Claims recovered from reinsurers
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2.28 Employee benefits

(b) Defined contribution plan
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Gross premiums

Gross recurring premiums on life contracts are recognised as revenue when payable by the policyholder. For single premium business, revenue is
recognised on the date on which the policy is effective. 

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 commences. Premiums include any adjustments arising in the
reporting period for premiums receivable in respect of business written in prior accounting periods. Rebates that form part of the premium rate, such as
no claim rebates, are deducted from the gross premium; others are recognised as an expense. 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 on a daily pro rata basis. The proportion attributable to subsequent periods is deferred as a provision for unearned premiums.

This is recognised when the Company’s right to receive the payment is established, which is generally when the shareholders approve and declare the
dividend.

Gross benefits and claims for life insurance contracts include the cost of all claims arising during the year, including internal and external claims
handling costs that are directly related to the processing and settlement of claims and policyholder bonuses. Changes in the gross valuation of insurance
are also included. Death claims and surrenders are recorded on the basis of notifications received. Maturities and annuity payments are recorded when
due.

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. 

Reinsurance premiums and claims on the face of the statement of profit or loss have been presented as negative items within premiums and net benefits
and claims, respectively, because this is consistent with how the business is managed. 

Reinsurance premiums

The Company maintains legal reserve in accordance with the provisions of the NBE Directive No. SBB/4/95 which requires the Company to transfer
annually 10% of its annual net profit to its legal reserve account.

Other reserve warehouses a percentage of the net profit agreed to be set aside at the Company's annual general meeting. The reserve is calculated as 5%
of the net profits before distribution to the Company's shareholders.

The Company operates various post-employment schemes, including both defined benefit and defined contribution pension plans and post employment
benefits.

Insurance and investment contract policyholders are charged for policy administration services, investment management services, surrenders and other
contract fees. These fees are recognised as revenue over the period in which the related services are performed. If the fees are for services provided in
future periods, then they are deferred and recognised over those future periods.

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms of the relevant contract.

Remeasurement gain and loss arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity in other
comprehensive income in the period in which they arise.

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. 

The Company operates two defined contribution plans;

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 7% and 13% by employees and the Company respectively based on the employees' salary. 

Once the contributions have been paid, the Company retains no legal or constructive obligation to pay further contributions if the Fund does not hold
enough assets to finance benefits accruing under the retirement benefit plan. The Company’s obligations are recognized in the profit and loss account.

The Company operates a defined benefit severance scheme in Ethiopia, where members of staff who have spent 5 years or more in employment are
entitled to benefit payments upon retirement. The benefit payments are based on final emolument of staff and length of service. A defined benefit plan
is a pension plan that is not a defined contribution plan. Typically defined benefit plans define an amount of gratuity benefit that an employee will
receive on retirement, usually dependent on one or more factors such as age, years of service and compensation.

The liability recognised in respect of defined benefit gratuity plans is the present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using the market rates on
government bonds that have terms to maturity approximating to the terms of the related pension obligation.

Employer's contributions to this scheme are charged to profit or loss in the year in which they relate.

Gross outward reinsurance premiums on life and investment contracts are recognised as an expense on the earlier of the date when premiums are
payable or when the policy becomes effective. 

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.

Underwriting expenses are made up of acquisition and maintenance expenses comprising commission and policy expenses and other direct costs.

Underwriting expenses for insurance contracts are recognised as expense when incurred, with the exception of acquisition costs which are recognised
on a time apportionment basis in respect of risk.

The net profits or losses from operations in current and prior periods are accumulated in retained earnings less distributions to equity holders.

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.

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. 



42

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS  

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

2.29 Leases 

Company as a lessee

2.30 Fair value measurement

2.31 Earnings per share

2.32 Government grants

(a) Current income tax

(b) Deferred tax

3

3.1

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.

The Company measures financial instruments classified as available-for-sale at fair value at each statement of financial position date. 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 4.5.1 and Notes 3
•   Financial instruments (including those carried at amortised cost) Note 4.5.2

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.

Judgements

Current service and interest cost are included as part of employee benefit expense in the profit or loss.

Past- service costs are recognised immediately in profit or loss.

Gains or losses on curtailment or settlement are recognised in profit or loss when the curtailment or settlement occurs.

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:

•   Level  1 —    Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

•   Level  2  —   Valuation techniques for which the lowest level input that is significant to the fair value measurement is 
                            directly or indirectly observable.

•   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.

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the arrangement and requires an assessment of
whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or whether the arrangement conveys a right to use the
asset.

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.

The Company has entered into lease on its office building. 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 building, that it does not retain all the significant
risks and rewards of ownership of the building and accounts for the contracts as an operating lease.

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 uncertainties includes:

• Capital management Note 4.4
• Financial risk management and policies Note 4
•  Sensitivity analysis Note 4 

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.

Leases that do not transfer to the Company substantially all of the risks and benefits incidental to ownership of the leased items are operating leases.
Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term. Contingent rental payable is
recognised as an expense in the period in which it is incurred.

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 of loss attributable to ordinary shareholders and weighted average number of ordinary shares
outstanding for the efforts of all diluted potential ordinary shares.

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

Significant accounting judgements, estimates and assumptions

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.

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.
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2.31 Earnings per share

2.32 Government grants

(a) Current income tax

(b) Deferred tax

3

3.1

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.

The Company measures financial instruments classified as available-for-sale at fair value at each statement of financial position date. 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 4.5.1 and Notes 3
•   Financial instruments (including those carried at amortised cost) Note 4.5.2

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.

Judgements

Current service and interest cost are included as part of employee benefit expense in the profit or loss.

Past- service costs are recognised immediately in profit or loss.

Gains or losses on curtailment or settlement are recognised in profit or loss when the curtailment or settlement occurs.

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:

•   Level  1 —    Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

•   Level  2  —   Valuation techniques for which the lowest level input that is significant to the fair value measurement is 
                            directly or indirectly observable.

•   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.

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the arrangement and requires an assessment of
whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or whether the arrangement conveys a right to use the
asset.

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.

The Company has entered into lease on its office building. 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 building, that it does not retain all the significant
risks and rewards of ownership of the building and accounts for the contracts as an operating lease.

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 uncertainties includes:

• Capital management Note 4.4
• Financial risk management and policies Note 4
•  Sensitivity analysis Note 4 

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.

Leases that do not transfer to the Company substantially all of the risks and benefits incidental to ownership of the leased items are operating leases.
Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term. Contingent rental payable is
recognised as an expense in the period in which it is incurred.

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 of loss attributable to ordinary shareholders and weighted average number of ordinary shares
outstanding for the efforts of all diluted potential ordinary shares.

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

Significant accounting judgements, estimates and assumptions

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.

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.
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(a) Valuation of insurance contract liabilities

Life insurance contract liabilities

Non-life insurance contract liabilities

(b)

(c) Taxes

(d) Impairment of insurance receivables

(e) Liabilities arising from insurance contracts

(f) Retirement benefit obligations

(g) Depreciation and carrying value of property, plant and equipment

(h) Impairment of non- financial assets

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 dertermined using statistical analyses and the Company deem the reserves as adequate.

For non-life insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for the
expected ultimate cost of claims incurred, but not yet reported, at the reporting date (IBNR). It can take a significant period of time before the ultimate
claims cost can be established with certainty and for some type of policies, IBNR claims form the majority of the liability in the statement of financial
position.

The ultimate cost of outstanding claims is estimated by using a standard actuarial claims projection techniques, Chain Ladder.

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 earlier 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. In most cases, no explicit
assumptions are made regarding future rates of claims inflation or loss ratios. Instead, the assumptions used are those implicit in the historical claims
development data on which the projections are based. 

Similar judgements, estimates and assumptions are employed in the assessment of adequacy of provisions for unearned premium.

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

The historical loss rate model considers the historical recoveries (cashflows) 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;

The liability for 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.

These liabilities are estimated using appropriate and acceptable base tables of standard mortality according to the type of contract being written.
Management make various assumptions such as expenses inflation, valuation interest rate and mortality in estimating the required liabilities for life
contracts.

Fair value  measurement of financial instruments

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 banktrupcy or other finnacial reorganisation.

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 4.7.2 for further disclosures.

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

The present value of the retirement benefit obligations depends on a number of factors that are determined on an actuarial basis using a number of
assumptions. Any changes in these assumptions will impact the carrying amount of severance pay obligations. The assumptions used in determining the
net cost (income) include the discount rate, rate of return on assets, future salary increments and mortality rates.

The Company determines the appropriate discount rate at the end of the year. This is the interest rate that should be used to determine the present value
of estimated future cash outflows expected to be required to settle the gratuity obligations. In determining the appropriate discount rate, the Company
considers the interest rates of high-quality government bonds that are denominated in the currency in which the benefits will be paid and that have
terms to maturity approximating the terms of the related liability. Other key assumptions for retirement benefit obligations are based in part on current
market conditions.

The Company reviews other non-financial assets for possible impairment if there are events or changes in circumstances that indicate that the carrying
values of the assets may not be recoverable, or at least at every reporting date, when there is any indication that the asset might be impaired. The
Company is of the opinion that there is no impairment indicator on its non- financial assets as at the reporting date. 

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.

• 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;

The estimation of the useful lives of assets is based on management's judgement. 
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Life insurance contract liabilities

Non-life insurance contract liabilities

(b)

(c) Taxes

(d) Impairment of insurance receivables

(e) Liabilities arising from insurance contracts

(f) Retirement benefit obligations

(g) Depreciation and carrying value of property, plant and equipment

(h) Impairment of non- financial assets

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 dertermined using statistical analyses and the Company deem the reserves as adequate.

For non-life insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for the
expected ultimate cost of claims incurred, but not yet reported, at the reporting date (IBNR). It can take a significant period of time before the ultimate
claims cost can be established with certainty and for some type of policies, IBNR claims form the majority of the liability in the statement of financial
position.

The ultimate cost of outstanding claims is estimated by using a standard actuarial claims projection techniques, Chain Ladder.

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 earlier 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. In most cases, no explicit
assumptions are made regarding future rates of claims inflation or loss ratios. Instead, the assumptions used are those implicit in the historical claims
development data on which the projections are based. 

Similar judgements, estimates and assumptions are employed in the assessment of adequacy of provisions for unearned premium.

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

The historical loss rate model considers the historical recoveries (cashflows) 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;

The liability for 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.

These liabilities are estimated using appropriate and acceptable base tables of standard mortality according to the type of contract being written.
Management make various assumptions such as expenses inflation, valuation interest rate and mortality in estimating the required liabilities for life
contracts.

Fair value  measurement of financial instruments

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 banktrupcy or other finnacial reorganisation.

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 4.7.2 for further disclosures.

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

The present value of the retirement benefit obligations depends on a number of factors that are determined on an actuarial basis using a number of
assumptions. Any changes in these assumptions will impact the carrying amount of severance pay obligations. The assumptions used in determining the
net cost (income) include the discount rate, rate of return on assets, future salary increments and mortality rates.

The Company determines the appropriate discount rate at the end of the year. This is the interest rate that should be used to determine the present value
of estimated future cash outflows expected to be required to settle the gratuity obligations. In determining the appropriate discount rate, the Company
considers the interest rates of high-quality government bonds that are denominated in the currency in which the benefits will be paid and that have
terms to maturity approximating the terms of the related liability. Other key assumptions for retirement benefit obligations are based in part on current
market conditions.

The Company reviews other non-financial assets for possible impairment if there are events or changes in circumstances that indicate that the carrying
values of the assets may not be recoverable, or at least at every reporting date, when there is any indication that the asset might be impaired. The
Company is of the opinion that there is no impairment indicator on its non- financial assets as at the reporting date. 

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.

• 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;

The estimation of the useful lives of assets is based on management's judgement. 
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4 Insurance and financial risk management

4.1 Introduction

4.1.1 Risk management structure

4.1.2 Risk measurement and reporting systems

4.1.3 Risk mitigation

4.2 Insurance risk

4.2.1 Life insurance contracts

30 June 2020 Gross liability Reinsurance Net liability
Birr Birr Birr

Group term 8,703             (3,449)                 5,254             
Group medical 457                (23)                      434                
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance 80 (4)                        76                  
Individual mortgage protection 252 (19)                      233                
Education endowments 16 (1)                        15                  

Total life insurance 9,508             (3,496)                 6,012             

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 risk exposure is mitigated by diversification across a large portfolio of insurance contracts. The variability of risks is
also improved by careful selection and implementation of underwriting strategy guidelines, as well as the use of
reinsurance arrangements. The Company purchases reinsurance as part of its risks mitigation programme. 

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provision and are in
accordance with the reinsurance contracts. Although the Company has reinsurance arrangements, it is not relieved of its
direct obligations to its policyholders and thus a credit exposure exists with respect to ceded insurance, to the extent that
any reinsurer is unable to meet its obligations assumed under such reinsurance agreements. The Company’s placement of
reinsurance is diversified such that it is neither dependent on a single reinsurer nor are the operations of the Company
substantially dependent upon any single reinsurance contract. 

The Company's risks are measured using a method that reflects 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.

The Company uses various risk mitigating techniques to reduce it’s risk to the level acceptable. Risk controls and
mitigates, 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 and Management Risk Committee meetings.
Control processes are also regularly reviewed at Business Unit level and changes agreed with the Board.

The Board is responsible to develop comprehensives risk management program and policies of the Company. The Board
has an oversight role on the proper implementation of the Company's risk management program or policies. The Board
monitors proper implementation policies through various reports.

The Senior Management has the overall responsibility for the proper execution and interpretation of the risk strategy and
implementing principles, frameworks, policies and limits. It is also responsible for managing risk decisions and
monitoring risk levels and deliberate on reports to the Board regarding risk management issues and give timely directions.

Risk is inherent in the Company’s activities, but is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls in compliance with its Risk Management Program (RMP). This
process of risk management is critical to the Company’s continuing profitability and each individual within the Company
is accountable for the risk exposures relating to his or her responsibilities. The Company is exposed to insurance and
financial (credit, liquidity and market) risk. It is also subject to various operating risks.

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.

 

The Board of Directors (The Board) is responsible for the overall risk encountered by the Company.  

The Risk Management and Compliance Unit (RMCU) is responsible for implementing and maintaining risk related
procedures, independently assesses and monitor the level of risk assumed by the Company. Besides, the Risk Management
and Compliance Unit is responsible for monitoring compliance with risk principles, policies and limits across the
Company. It carries out an assessment of risk on periodic basis to monitor the Company’s overall risk, including
monitoring the risk of exposures against limits and the assessment of risks of new products and structured transactions.
Exceptions are reported, where necessary, to the Board’s Risk Committee and the relevant actions are taken to address
exceptions and any areas of weakness. The unit works closely with the Management Risk Committees to ensure that
procedures are compliant with the overall framework. The unit is functionally responsible to the Board. The risk
management has also reporting relationship with internal audit function. Internal audit function among others ensures the
effectiveness of the risk management function periodically. Internal Audit Function discusses the results of its assessments
with management, and reports its findings and recommendations to the Board Audit Committee.

The Company's finance department is responsible for managing the financial assets, financial liabilities and the overall
financial structure. It is also primarily responsible for the funding and liquidity risks of the Company.

Life insurance contracts offered by the Company include: Individual riders, group term, group medical, group riders,
endowment assurance, education endowments and individual mortgage protection. 
The main risks that the Company is exposed to are as follows:

► Mortality risk – risk of loss arising due to policyholder death experience being different than expected
► Morbidity risk – risk of loss arising due to policyholder health experience being different than expected
► Longevity risk – risk of loss arising due to the annuitant living longer than expected
► Investment return risk – risk of loss arising from actual returns being different than expected
► Expense risk – risk of loss arising from expense experience being different than expected
► Policyholder decision risk – risk of loss arising due to policyholder experiences (lapses and surrenders) being different
than expected. 

These risks do not vary significantly in relation to the location of the risk insured by the Company and type of risk insured.
The Company’s underwriting strategy is designed to ensure that risks are well diversified in terms of type of risk and level
of insured benefits. This is largely achieved through the use of medical screening in order to ensure that pricing takes
account of current health conditions and family medical history, regular review of actual claims experience and product
pricing, as well as detailed claims’ handling procedures. 

Underwriting limits are in place to enforce appropriate risk selection criteria. For example, the Company has the right not
to renew individual policies. Insurance contracts also entitle the Company to pursue third parties for payment of some or
all costs. 

The following tables show the concentration of life insurance contract liabilities by type of contract.
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4 Insurance and financial risk management

4.1 Introduction

4.1.1 Risk management structure

4.1.2 Risk measurement and reporting systems

4.1.3 Risk mitigation

4.2 Insurance risk

4.2.1 Life insurance contracts

30 June 2020 Gross liability Reinsurance Net liability
Birr Birr Birr

Group term 8,703             (3,449)                 5,254             
Group medical 457                (23)                      434                
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance 80 (4)                        76                  
Individual mortgage protection 252 (19)                      233                
Education endowments 16 (1)                        15                  

Total life insurance 9,508             (3,496)                 6,012             

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 risk exposure is mitigated by diversification across a large portfolio of insurance contracts. The variability of risks is
also improved by careful selection and implementation of underwriting strategy guidelines, as well as the use of
reinsurance arrangements. The Company purchases reinsurance as part of its risks mitigation programme. 

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provision and are in
accordance with the reinsurance contracts. Although the Company has reinsurance arrangements, it is not relieved of its
direct obligations to its policyholders and thus a credit exposure exists with respect to ceded insurance, to the extent that
any reinsurer is unable to meet its obligations assumed under such reinsurance agreements. The Company’s placement of
reinsurance is diversified such that it is neither dependent on a single reinsurer nor are the operations of the Company
substantially dependent upon any single reinsurance contract. 

The Company's risks are measured using a method that reflects 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.

The Company uses various risk mitigating techniques to reduce it’s risk to the level acceptable. Risk controls and
mitigates, 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 and Management Risk Committee meetings.
Control processes are also regularly reviewed at Business Unit level and changes agreed with the Board.

The Board is responsible to develop comprehensives risk management program and policies of the Company. The Board
has an oversight role on the proper implementation of the Company's risk management program or policies. The Board
monitors proper implementation policies through various reports.

The Senior Management has the overall responsibility for the proper execution and interpretation of the risk strategy and
implementing principles, frameworks, policies and limits. It is also responsible for managing risk decisions and
monitoring risk levels and deliberate on reports to the Board regarding risk management issues and give timely directions.

Risk is inherent in the Company’s activities, but is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls in compliance with its Risk Management Program (RMP). This
process of risk management is critical to the Company’s continuing profitability and each individual within the Company
is accountable for the risk exposures relating to his or her responsibilities. The Company is exposed to insurance and
financial (credit, liquidity and market) risk. It is also subject to various operating risks.

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.

 

The Board of Directors (The Board) is responsible for the overall risk encountered by the Company.  

The Risk Management and Compliance Unit (RMCU) is responsible for implementing and maintaining risk related
procedures, independently assesses and monitor the level of risk assumed by the Company. Besides, the Risk Management
and Compliance Unit is responsible for monitoring compliance with risk principles, policies and limits across the
Company. It carries out an assessment of risk on periodic basis to monitor the Company’s overall risk, including
monitoring the risk of exposures against limits and the assessment of risks of new products and structured transactions.
Exceptions are reported, where necessary, to the Board’s Risk Committee and the relevant actions are taken to address
exceptions and any areas of weakness. The unit works closely with the Management Risk Committees to ensure that
procedures are compliant with the overall framework. The unit is functionally responsible to the Board. The risk
management has also reporting relationship with internal audit function. Internal audit function among others ensures the
effectiveness of the risk management function periodically. Internal Audit Function discusses the results of its assessments
with management, and reports its findings and recommendations to the Board Audit Committee.

The Company's finance department is responsible for managing the financial assets, financial liabilities and the overall
financial structure. It is also primarily responsible for the funding and liquidity risks of the Company.

Life insurance contracts offered by the Company include: Individual riders, group term, group medical, group riders,
endowment assurance, education endowments and individual mortgage protection. 
The main risks that the Company is exposed to are as follows:

► Mortality risk – risk of loss arising due to policyholder death experience being different than expected
► Morbidity risk – risk of loss arising due to policyholder health experience being different than expected
► Longevity risk – risk of loss arising due to the annuitant living longer than expected
► Investment return risk – risk of loss arising from actual returns being different than expected
► Expense risk – risk of loss arising from expense experience being different than expected
► Policyholder decision risk – risk of loss arising due to policyholder experiences (lapses and surrenders) being different
than expected. 

These risks do not vary significantly in relation to the location of the risk insured by the Company and type of risk insured.
The Company’s underwriting strategy is designed to ensure that risks are well diversified in terms of type of risk and level
of insured benefits. This is largely achieved through the use of medical screening in order to ensure that pricing takes
account of current health conditions and family medical history, regular review of actual claims experience and product
pricing, as well as detailed claims’ handling procedures. 

Underwriting limits are in place to enforce appropriate risk selection criteria. For example, the Company has the right not
to renew individual policies. Insurance contracts also entitle the Company to pursue third parties for payment of some or
all costs. 

The following tables show the concentration of life insurance contract liabilities by type of contract.
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30 June 2019 Gross liability Reinsurance Net liability
Birr'000 Birr'000 Birr'000

Group term 6,097             (309)                    5,788             
Group medical 2,288             (114)                     2,174             
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance (94)                 (5)                        (99)                 
Individual mortgage protection -                 
Education endowments 16                  (1)                        15                  

Total life insurance               8,307                      (429)              7,878 

30 June  2018 Gross liability Reinsurance Net liability
Birr'000 Birr'000 Birr'000

Group term 3,544             1,459                   2,085             
Group medical 2,693             381                      2,312             
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance 54                  47                        7                    
Individual mortgage protection -                 -                      -                 
Education endowments 16                  -                      16                  
Total life insurance               6,307                    1,887              4,420 

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr'000 Birr'000 Birr'000

Mortality/morbidity rate +10%               2,254                    3,074              4,192 
Investment return +1%           (16,097)                 (23,944)           (35,616)
Expenses +10%             50,436                  51,193            51,961 
Lapse and surrenders rate +20%           (18,028)                 (25,993)           (37,476)

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Mortality/morbidity rate -10%             (2,260)                   (3,083)             (4,205)
Investment return -1%             17,322                  25,672            38,047 
Expenses -10%           (52,785)                 (51,193)           (49,649)
Lapse and surrenders rate -20%             20,330                  28,361            39,565 

4.2.2 Non- life insurance contracts

► Expenses

Operating expenses assumptions reflect the projected costs of maintaining and servicing in–force policies and associated
overhead expenses. The current level of expenses is taken as an appropriate expense base, adjusted for expected expense
inflation if appropriate.

An increase in the level of expenses would result in an increase in expenditure, thereby reducing profits for the
shareholders.

The key assumptions to which the estimation of liabilities is particularly sensitive are, as follows:

► Mortality and morbidity rates

Assumptions are based on standard industry, according to the type of contract written. They reflect recent historical
experience and are adjusted when appropriate to reflect the Company’s own experiences. An appropriate, but not
excessive, prudent allowance is made for expected future improvements. 

An increase in rates will lead to a larger number of claims (and claims could occur sooner than anticipated), which will
increase the expenditure and reduce profits for the shareholders.

► Longevity

Assumptions are based on standard industry, adjusted when appropriate to reflect the Company’s own risk experience. An
appropriate, but not excessive, prudent allowance is made for expected future improvements. Assumptions are
differentiated by sex, underwriting class and contract type.

An increase in longevity rates will lead to an increase in the number of annuity payments made, which will increase the 

Decrease in gross liabilities

Increase in gross liabilities

For general insurance contracts, the most significant risks arise from accidents. These risks do not vary significantly in
relation to the location of the risk insured by the Company, type of risk insured and by industry. The risk exposure is
mitigated by diversification across a large portfolio of insurance contracts.

The Company principally issues the following types of general insurance contracts: motor, fire, engineering, liability,
marine, general health, pecuniary, bulgary and worksmen compensation. Healthcare contracts provide medical expense
coverage to policyholders and are not guaranteed as renewable. Risks under non–life insurance policies usually cover
twelve months duration.

The table below sets out the concentration of non– life insurance contract liabilities by type of contract:

The geographical concentration of the Company’s life insurance contract liabilities is all in Ethiopia where the Company is
situated.

The above analyses are based on a change in an assumption while holding all other assumptions constant. In practice, this
is unlikely to occur, and changes in some of the assumptions may be correlated – for example, change in interest rate and
change in market values; and change in lapses and future mortality.

Policy termination assumptions are determined using statistical measures based on the Company's experience and vary by
product type.

An increase in lapse rates early in the life of the policy would tend to reduce profits for shareholders to the unrecouped
initial expenses.

► Discount rate

Life insurance liabilities are determined as the sum of the discounted value of the expected benefits and future
administration expenses directly related to the contract, less the discounted value of the expected theoretical premiums that
would be required to meet these future cash outflows. Discount rates are based on current industry risk rates, adjusted for
the Company’s own risk exposure.

A decrease in the discount rate will increase the value of the insurance liability and therefore reduce profits for the 
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.

Change in liability

Change in liability

Key assumptions

Material judgement is required in determining the liabilities and in the choice of assumptions. Assumptions in use are
based on past experience, current internal data, external market indices and benchmarks which reflect current observable
market prices and other published information. Assumptions and prudent estimates are determined at the date of valuation
and no credit is taken for possible beneficial effects of voluntary withdrawals. Assumptions are further evaluated on a
continuous basis in order to ensure realistic and reasonable valuations.
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30 June 2019 Gross liability Reinsurance Net liability
Birr'000 Birr'000 Birr'000

Group term 6,097             (309)                    5,788             
Group medical 2,288             (114)                     2,174             
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance (94)                 (5)                        (99)                 
Individual mortgage protection -                 
Education endowments 16                  (1)                        15                  

Total life insurance               8,307                      (429)              7,878 

30 June  2018 Gross liability Reinsurance Net liability
Birr'000 Birr'000 Birr'000

Group term 3,544             1,459                   2,085             
Group medical 2,693             381                      2,312             
Group riders -                 -                      -                 
Individual riders -                 -                      -                 
Endowment assurance 54                  47                        7                    
Individual mortgage protection -                 -                      -                 
Education endowments 16                  -                      16                  
Total life insurance               6,307                    1,887              4,420 

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr'000 Birr'000 Birr'000

Mortality/morbidity rate +10%               2,254                    3,074              4,192 
Investment return +1%           (16,097)                 (23,944)           (35,616)
Expenses +10%             50,436                  51,193            51,961 
Lapse and surrenders rate +20%           (18,028)                 (25,993)           (37,476)

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Mortality/morbidity rate -10%             (2,260)                   (3,083)             (4,205)
Investment return -1%             17,322                  25,672            38,047 
Expenses -10%           (52,785)                 (51,193)           (49,649)
Lapse and surrenders rate -20%             20,330                  28,361            39,565 

4.2.2 Non- life insurance contracts

► Expenses

Operating expenses assumptions reflect the projected costs of maintaining and servicing in–force policies and associated
overhead expenses. The current level of expenses is taken as an appropriate expense base, adjusted for expected expense
inflation if appropriate.

An increase in the level of expenses would result in an increase in expenditure, thereby reducing profits for the
shareholders.

The key assumptions to which the estimation of liabilities is particularly sensitive are, as follows:

► Mortality and morbidity rates

Assumptions are based on standard industry, according to the type of contract written. They reflect recent historical
experience and are adjusted when appropriate to reflect the Company’s own experiences. An appropriate, but not
excessive, prudent allowance is made for expected future improvements. 

An increase in rates will lead to a larger number of claims (and claims could occur sooner than anticipated), which will
increase the expenditure and reduce profits for the shareholders.

► Longevity

Assumptions are based on standard industry, adjusted when appropriate to reflect the Company’s own risk experience. An
appropriate, but not excessive, prudent allowance is made for expected future improvements. Assumptions are
differentiated by sex, underwriting class and contract type.

An increase in longevity rates will lead to an increase in the number of annuity payments made, which will increase the 

Decrease in gross liabilities

Increase in gross liabilities

For general insurance contracts, the most significant risks arise from accidents. These risks do not vary significantly in
relation to the location of the risk insured by the Company, type of risk insured and by industry. The risk exposure is
mitigated by diversification across a large portfolio of insurance contracts.

The Company principally issues the following types of general insurance contracts: motor, fire, engineering, liability,
marine, general health, pecuniary, bulgary and worksmen compensation. Healthcare contracts provide medical expense
coverage to policyholders and are not guaranteed as renewable. Risks under non–life insurance policies usually cover
twelve months duration.

The table below sets out the concentration of non– life insurance contract liabilities by type of contract:

The geographical concentration of the Company’s life insurance contract liabilities is all in Ethiopia where the Company is
situated.

The above analyses are based on a change in an assumption while holding all other assumptions constant. In practice, this
is unlikely to occur, and changes in some of the assumptions may be correlated – for example, change in interest rate and
change in market values; and change in lapses and future mortality.

Policy termination assumptions are determined using statistical measures based on the Company's experience and vary by
product type.

An increase in lapse rates early in the life of the policy would tend to reduce profits for shareholders to the unrecouped
initial expenses.

► Discount rate

Life insurance liabilities are determined as the sum of the discounted value of the expected benefits and future
administration expenses directly related to the contract, less the discounted value of the expected theoretical premiums that
would be required to meet these future cash outflows. Discount rates are based on current industry risk rates, adjusted for
the Company’s own risk exposure.

A decrease in the discount rate will increase the value of the insurance liability and therefore reduce profits for the 
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.

Change in liability

Change in liability

Key assumptions

Material judgement is required in determining the liabilities and in the choice of assumptions. Assumptions in use are
based on past experience, current internal data, external market indices and benchmarks which reflect current observable
market prices and other published information. Assumptions and prudent estimates are determined at the date of valuation
and no credit is taken for possible beneficial effects of voluntary withdrawals. Assumptions are further evaluated on a
continuous basis in order to ensure realistic and reasonable valuations.
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30 June 2020
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire 507                                (236) 270                  24,166                            (6,938) 17,228           
General accident                1,805                 (59)               1,746 11,838                               (592) 11,247           
Motor            347,956          (58,433)           289,523 151,865                          (9,698) 142,168         
Marine              13,084            (4,067)               9,017 6,955                              (1,813) 5,142             
Engineering 52,043                     (38,105) 13,938             11,871                            (6,117) 5,753             
Public liability                      -                     -   -                                    498                       (28)                470 
Pecuniary              34,359          (17,058)             17,301             31,374                (15,933)           15,440 
Worksmen compensation               3,036               (108)               2,928               3,626                     (181)             3,445 
Others                   130                   130             12,765                  (9,936)             2,829 
Total            452,920         (118,067)            334,853           254,959                (51,236)          203,723 

30 June 2019
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire 332                                (111) 221                  19,925                           (5,936) 13,989           
General accident                1,933                 (65)               1,867 9,158                                (458) 8,700             
Motor            261,753          (67,022)           194,731 137,328                         (7,098) 130,230         
Marine                4,789            (1,075)               3,714 8,953                             (1,807) 7,146             
Engineering                5,282            (1,131)               4,150 6,470                             (2,414) 4,056             
Public liability                   100                   -   100                                   415                      (26)                389 
Pecuniary            106,454          (91,016)             15,438             42,230               (19,817)           22,413 
Worksmen compensation               2,224                 (73)               2,150               3,295                    (133)             3,162 
Others                     47                  (2)                     45               6,119                 (4,760)             1,359 
Total            382,913       (160,497)            222,416           233,894              (42,448)          191,445 

June 2018
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire                3,503           (2,105)                1,398           14,267                  (4,030)            10,237 
General accident                2,260                (42)                2,218               8,550                    (426)              8,124 
Motor            222,224          (53,311)            168,913           125,913                 (6,483)           119,430 
Marine                3,953              (533)                3,420               7,173                 (1,646)              5,527 
Engineering                7,975           (2,497)                5,478               8,615                 (3,488)              5,127 
Public liability                   100                   -                     100                  140                        (7)                 133 
Pecuniary              11,359           (5,947)                5,412             24,677               (13,410)             11,267 
Worksmen compensation               2,501                (96)                2,405               3,203                    (163)              3,040 
Others               2,703                 (2,969)                (266)
Total            253,875         (64,531)            189,344           195,241               (32,622)          162,619 

Key assumptions

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Average claim cost +10%             26,197                  25,867            25,542 
Average number of claims +10%             26,197                  25,867            25,542 
Average claim settlement period Reduce from 30 months to 24 months                          -                      -   

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Average claim cost -10%           (25,626)                 (25,934)           (26,247)
Average number of claims -10%           (25,626)                 (25,934)           (26,247)
Average claim settlement period Reduce from 30 months to 24 months                          -                      -   

Claims development table

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

2016 2017 2018 2019 2020 Total

Accident year Birr Birr Birr Birr Birr Birr

2016            177,439         199,926            259,330           216,017                328,213       1,180,925 
2017                     18                  75                   93 
2018 180.148 0                 180 
2019                    -   
2020                    -   

Current estimate of 177,637                   200,001            259,330           216,017                328,213       1,181,198 
IBNR 0                                       62                   145               9,416                  15,740            25,362 
Ultimate Claims 
Projected            177,638         200,063            259,475           225,433                343,953       1,206,561 

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

2016 2017 2018 2019 Total
Accident year Birr Birr Birr Birr Birr

2018         221,000            258,009           321,016                256,030       1,056,055 
2019 1795 3576 1023 0              6,394 

Current estimate of 
cummulative claims         222,795            261,585           322,039                256,030       1,062,449 
IBNR                   -                  4,075               8,271                  10,569            22,915 
Ultimate Claims 
Projected         222,795            265,660           330,310                266,599       1,085,364 

4.3 Financial risk
Financial instruments by category 

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

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

Financial instruments are classified in the statement of financial position in accordance with their legal form and
substance. 

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. 

Claims reported but not incurred

Claims reported

Decrease in gross liabilities

Claims reported

Claims reported but not incurred

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. 

Change in liability

Change in liabilityIncrease in gross liabilities

Claims reported but not incurred

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 and claim numbers for each accident year. 

No allowance has been made for discounting as these are short-term contracts, the effect of discounting is not expected to
have a significant impact on the reserves.

Claims reported
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30 June 2020
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire 507                                (236) 270                  24,166                            (6,938) 17,228           
General accident                1,805                 (59)               1,746 11,838                               (592) 11,247           
Motor            347,956          (58,433)           289,523 151,865                          (9,698) 142,168         
Marine              13,084            (4,067)               9,017 6,955                              (1,813) 5,142             
Engineering 52,043                     (38,105) 13,938             11,871                            (6,117) 5,753             
Public liability                      -                     -   -                                    498                       (28)                470 
Pecuniary              34,359          (17,058)             17,301             31,374                (15,933)           15,440 
Worksmen compensation               3,036               (108)               2,928               3,626                     (181)             3,445 
Others                   130                   130             12,765                  (9,936)             2,829 
Total            452,920         (118,067)            334,853           254,959                (51,236)          203,723 

30 June 2019
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire 332                                (111) 221                  19,925                           (5,936) 13,989           
General accident                1,933                 (65)               1,867 9,158                                (458) 8,700             
Motor            261,753          (67,022)           194,731 137,328                         (7,098) 130,230         
Marine                4,789            (1,075)               3,714 8,953                             (1,807) 7,146             
Engineering                5,282            (1,131)               4,150 6,470                             (2,414) 4,056             
Public liability                   100                   -   100                                   415                      (26)                389 
Pecuniary            106,454          (91,016)             15,438             42,230               (19,817)           22,413 
Worksmen compensation               2,224                 (73)               2,150               3,295                    (133)             3,162 
Others                     47                  (2)                     45               6,119                 (4,760)             1,359 
Total            382,913       (160,497)            222,416           233,894              (42,448)          191,445 

June 2018
Gross Reinsurance Net Gross Reinsurance Net

Birr Birr Birr Birr Birr Birr
Fire                3,503           (2,105)                1,398           14,267                  (4,030)            10,237 
General accident                2,260                (42)                2,218               8,550                    (426)              8,124 
Motor            222,224          (53,311)            168,913           125,913                 (6,483)           119,430 
Marine                3,953              (533)                3,420               7,173                 (1,646)              5,527 
Engineering                7,975           (2,497)                5,478               8,615                 (3,488)              5,127 
Public liability                   100                   -                     100                  140                        (7)                 133 
Pecuniary              11,359           (5,947)                5,412             24,677               (13,410)             11,267 
Worksmen compensation               2,501                (96)                2,405               3,203                    (163)              3,040 
Others               2,703                 (2,969)                (266)
Total            253,875         (64,531)            189,344           195,241               (32,622)          162,619 

Key assumptions

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Average claim cost +10%             26,197                  25,867            25,542 
Average number of claims +10%             26,197                  25,867            25,542 
Average claim settlement period Reduce from 30 months to 24 months                          -                      -   

30 June 2020  30 June 2019  30 June 2018 
Change in assumptions Birr Birr Birr

Average claim cost -10%           (25,626)                 (25,934)           (26,247)
Average number of claims -10%           (25,626)                 (25,934)           (26,247)
Average claim settlement period Reduce from 30 months to 24 months                          -                      -   

Claims development table

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

2016 2017 2018 2019 2020 Total

Accident year Birr Birr Birr Birr Birr Birr

2016            177,439         199,926            259,330           216,017                328,213       1,180,925 
2017                     18                  75                   93 
2018 180.148 0                 180 
2019                    -   
2020                    -   

Current estimate of 177,637                   200,001            259,330           216,017                328,213       1,181,198 
IBNR 0                                       62                   145               9,416                  15,740            25,362 
Ultimate Claims 
Projected            177,638         200,063            259,475           225,433                343,953       1,206,561 

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

2016 2017 2018 2019 Total
Accident year Birr Birr Birr Birr Birr

2018         221,000            258,009           321,016                256,030       1,056,055 
2019 1795 3576 1023 0              6,394 

Current estimate of 
cummulative claims         222,795            261,585           322,039                256,030       1,062,449 
IBNR                   -                  4,075               8,271                  10,569            22,915 
Ultimate Claims 
Projected         222,795            265,660           330,310                266,599       1,085,364 

4.3 Financial risk
Financial instruments by category 

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

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

Financial instruments are classified in the statement of financial position in accordance with their legal form and
substance. 

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. 

Claims reported but not incurred

Claims reported

Decrease in gross liabilities

Claims reported

Claims reported but not incurred

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. 

Change in liability

Change in liabilityIncrease in gross liabilities

Claims reported but not incurred

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 and claim numbers for each accident year. 

No allowance has been made for discounting as these are short-term contracts, the effect of discounting is not expected to
have a significant impact on the reserves.

Claims reported
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Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2020 Birr Birr Birr
798,359               798,359         

Cash and bank balances 16 -                 
loans and Receivables 17 17,775                 17,775           
Insurance receivables 19 14,547                 14,547           
Investment securities: -                 
– Available for sale 18 121,952         121,952         
– Loans and receivables 18 3,331                   3,331             
Reinsurance assets 20 209,383               209,383         
Other assets 21 934                      934                

Total financial assets 121,952         1,044,329            1,166,281      

Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2019 Birr Birr Birr

Cash and bank balances 16                    -                  607,132          607,132 
loans and Receivables 16                  17,864            17,864 
Investment securities:
– Available for sale 18           103,023                          -            103,023 
– Loans and receivables 18                    -                      3,327              3,327 
Insurance receivables 19                    -                     11,467             11,467 
Reinsurance assets 20                    -                  238,671          238,671 
Other assets 19                    -                    12,523            12,523 
Total financial assets           103,023                890,984          994,007 

Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2018 Birr Birr Birr

Cash and bank balances 16                    -                  505,859          505,859 
Investment securities: 16                  16,245            16,245 
– Available for sale 18             83,653                          -              83,653 
– Loans and receivables 18                    -                      3,340              3,340 
Insurance receivables 19                    -                       8,118               8,118 
Reinsurance assets 20                    -                  133,643          133,643 
Other assets 19                    -                      7,804              7,804 
Total financial assets             83,653                675,009          758,662 

4.3.1 Credit risk

a)

b)

c)

d)

30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

          798,359                607,132          505,859 
staff loan 17,775           17,864                 16,245           

                   -   
          121,952                103,023            83,653 
              3,331                    3,327              3,340 
            14,547                   11,467               8,118 
          209,383                238,671          133,643 

Other assets                  934                  12,523              7,804 
       1,166,281                994,007          758,662 

(a)

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2020 Birr Birr Birr Birr

(b)

Due from contract 
holders

10,184 3,605 14,965 28,754

             10,184               3,605                  14,965            28,754 
Accrued interest receivable                    -   

Less: Impairment allowance  (note 19 a)                      -                  (901)                 (13,304)           (14,205)

Net              10,184               2,704                    1,662            14,547 
                   -   

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Company's investment portfolio, long term staff loans and the
reliance on reinsurers to make payment when certain loss conditions are met. 

For risk management reporting purposes, the Company considers and consolidates all elements of credit risk exposure.

The Company further restricts its credit risk exposure by entering into master netting arrangements with counterparties
with which it enters into significant volumes of transactions. However, such arrangements do not generally result in an
offset of balance sheet assets and liabilities, as transactions are usually settled on a gross basis. However, the credit risk
associated with such balances is reduced in the event of a default, when such balances are settled on a net basis. The
Company's reinsurance treaty contracts involve netting arrangements.

Reinsurance is placed with counterparties that have a good credit rating and concentration of risk is avoided by following
policy guidelines in respect of counterparties‟ limits that are set each year by the management and are subject to regular
reviews. At each reporting date, management performs an assessment of creditworthiness of reinsurers and updates the
reinsurance purchase strategy, ascertaining suitable allowance for impairment.

Insurance receivables
Reinsurance assets

Investment securities:
– Available for sale
– Loans and receivables

Credit quality analysis
Credit quality of cash and cash equivalents

Insurance receivables:

This is based on Fitch long-term issuer rating.

Cash and bank balances

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

The credit quality of cash and bank balances and short-term investments that were neither past due nor impaired at as 30
June 2020, 30 June 2019 and 30 June 2018 and are held in Ethiopian banks have been classified as non-rated as there are
no credit rating agencies in Ethiopia. The Company has no cash and cash equivalents that are held in foreign banks.

The Company's credit risk policy sets out the assessment and determination of what constitutes credit risk for the
Company. Compliance with the policy is monitored and exposures and breaches are reported to the Company's risk and
compliance unit. The policy is regularly reviewed for pertinence and for changes in the risk environment.

The Company's risk management policy sets out the assessment and determination of what constitutes credit risk for the
Company. Compliance with the policy is monitored, exposures and breaches are reported to the Company's risk
committee. The policy is regularly reviewed for pertinence and for changes in the risk environment.

Net exposure limits are set for each counterparty or company of counterparties and industry segment (i.e. limits are set for
investments and cash deposits)

Due from insurance companies, brokers and agents
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Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2020 Birr Birr Birr
798,359               798,359         

Cash and bank balances 16 -                 
loans and Receivables 17 17,775                 17,775           
Insurance receivables 19 14,547                 14,547           
Investment securities: -                 
– Available for sale 18 121,952         121,952         
– Loans and receivables 18 3,331                   3,331             
Reinsurance assets 20 209,383               209,383         
Other assets 21 934                      934                

Total financial assets 121,952         1,044,329            1,166,281      

Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2019 Birr Birr Birr

Cash and bank balances 16                    -                  607,132          607,132 
loans and Receivables 16                  17,864            17,864 
Investment securities:
– Available for sale 18           103,023                          -            103,023 
– Loans and receivables 18                    -                      3,327              3,327 
Insurance receivables 19                    -                     11,467             11,467 
Reinsurance assets 20                    -                  238,671          238,671 
Other assets 19                    -                    12,523            12,523 
Total financial assets           103,023                890,984          994,007 

Notes
Available-For-

Sale
Loans and 
receivables Total

30 June 2018 Birr Birr Birr

Cash and bank balances 16                    -                  505,859          505,859 
Investment securities: 16                  16,245            16,245 
– Available for sale 18             83,653                          -              83,653 
– Loans and receivables 18                    -                      3,340              3,340 
Insurance receivables 19                    -                       8,118               8,118 
Reinsurance assets 20                    -                  133,643          133,643 
Other assets 19                    -                      7,804              7,804 
Total financial assets             83,653                675,009          758,662 

4.3.1 Credit risk

a)

b)

c)

d)

30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

          798,359                607,132          505,859 
staff loan 17,775           17,864                 16,245           

                   -   
          121,952                103,023            83,653 
              3,331                    3,327              3,340 
            14,547                   11,467               8,118 
          209,383                238,671          133,643 

Other assets                  934                  12,523              7,804 
       1,166,281                994,007          758,662 

(a)

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2020 Birr Birr Birr Birr

(b)

Due from contract 
holders

10,184 3,605 14,965 28,754

             10,184               3,605                  14,965            28,754 
Accrued interest receivable                    -   

Less: Impairment allowance  (note 19 a)                      -                  (901)                 (13,304)           (14,205)

Net              10,184               2,704                    1,662            14,547 
                   -   

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Company's investment portfolio, long term staff loans and the
reliance on reinsurers to make payment when certain loss conditions are met. 

For risk management reporting purposes, the Company considers and consolidates all elements of credit risk exposure.

The Company further restricts its credit risk exposure by entering into master netting arrangements with counterparties
with which it enters into significant volumes of transactions. However, such arrangements do not generally result in an
offset of balance sheet assets and liabilities, as transactions are usually settled on a gross basis. However, the credit risk
associated with such balances is reduced in the event of a default, when such balances are settled on a net basis. The
Company's reinsurance treaty contracts involve netting arrangements.

Reinsurance is placed with counterparties that have a good credit rating and concentration of risk is avoided by following
policy guidelines in respect of counterparties‟ limits that are set each year by the management and are subject to regular
reviews. At each reporting date, management performs an assessment of creditworthiness of reinsurers and updates the
reinsurance purchase strategy, ascertaining suitable allowance for impairment.

Insurance receivables
Reinsurance assets

Investment securities:
– Available for sale
– Loans and receivables

Credit quality analysis
Credit quality of cash and cash equivalents

Insurance receivables:

This is based on Fitch long-term issuer rating.

Cash and bank balances

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

The credit quality of cash and bank balances and short-term investments that were neither past due nor impaired at as 30
June 2020, 30 June 2019 and 30 June 2018 and are held in Ethiopian banks have been classified as non-rated as there are
no credit rating agencies in Ethiopia. The Company has no cash and cash equivalents that are held in foreign banks.

The Company's credit risk policy sets out the assessment and determination of what constitutes credit risk for the
Company. Compliance with the policy is monitored and exposures and breaches are reported to the Company's risk and
compliance unit. The policy is regularly reviewed for pertinence and for changes in the risk environment.

The Company's risk management policy sets out the assessment and determination of what constitutes credit risk for the
Company. Compliance with the policy is monitored, exposures and breaches are reported to the Company's risk
committee. The policy is regularly reviewed for pertinence and for changes in the risk environment.

Net exposure limits are set for each counterparty or company of counterparties and industry segment (i.e. limits are set for
investments and cash deposits)

Due from insurance companies, brokers and agents



54

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS  

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
Birr Birr Birr Birr

(c)

Staff Loan 17,775                        17,775 
Other account receivables 771                                  771 
Staff debtors 163                                  163 

             18,709                    -                            -              18,709 
Gross
Less: Impairment allowance  (note 16a)                      -                      -                            -                      -   
Net              18,709                    -                            -              18,709 

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2019 Birr Birr Birr Birr

7,677 1,931 13,653 23,261
                     -                      -                            -                      -   

Gross 7,677 1,931 13,653 23,261

Less: Impairment allowance  (note 16a)                      -                  (483)                 (11,312)           (11,795)

Net                7,677               1,448                    2,341             11,466 
                   -   

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
Birr Birr Birr Birr

Staff Loan              17,864            17,864 
Other account receivables 12393                    -                            -              12,393 
Staff debtors 130                    -                            -                   130 

                         -   

             30,387                    -                            -              30,387 

Less: Impairment allowance                           -                      -   

Net              30,387                    -                            -              30,387 

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2018 Birr Birr Birr Birr

               5,565               4,436                    8,348            18,349 
                     -                      -                            -                      -   

Gross                5,565               4,436                    8,348            18,349 

Less: Impairment allowance                       -               (1,883)                   (8,348)           (10,231)

Net                5,565               2,553                          -                 8,118 

Neither past 
due nor 

impaired

Past due 
but not 

impaired impaired Total
Birr Birr Birr Birr

Staff Loan              17,386            17,386 
Accrued interest receivable                      -                      -                            -                      -   

Other account receivables                7,619                    -                            -                7,619 
Staff debtors                   185                    -                            -                   185 

             25,190                    -                            -              25,190 

             25,190                    -                            -              25,190 

(i) Insurance receivables - neither past due nor impaired

  30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Neither past due nor impaired             10,184                    7,677              5,565 

(ii) Insurance receivables- past due but not impaired
 30 June 2018  30 June 2017  1 July 2016 

Birr Birr Birr

Past due up to 30 days                    -   
Past due up to 30 - 60 days
Past due by 30 - 90 days               7,677                    5,565              1,338 
Past due by 90 - 180 days               3,605                    1,931              3,098 

11,282           7,496                   4,436             

Collective impairment (901)                                    (483)             (1,883)

Net 10,381                              7,013              2,553 

The Company establishes an allowance for impairment losses that represents its estimate of incurred losses in its loan
portfolio. 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 Company's of homogeneous assets in respect of losses that
have been incurred but have not been identified on receivables subject to individual assessment for impairment.

Due from contract holders

Due from insurance companies, brokers and agents

Other assets

Insurance receivables that have been classified as neither past due nor impaired or past due but not impaired are assessed
on a collective basis.

Other assets that are financial assets constitute other account receivables and staff debtors. The Company has an internal
system of assessing the credit quality of other receivables through established policies and approval systems. The
Company constantly monitors its exposure to these receivables via periodic performance review. The Company further
manages its exposure to credit risk through deduction of transactions at source. The exposure to credit risk associated with
other receivables is low. 

Insurance receivables:

Due from insurance companies, brokers and agents

Due from contract holders
Insurance receivables:

Impairment allowance

Other assets:

Other assets:

The credit quality of the portfolio of insurance receivables that were neither past due nor impaired can be assessed by
reference to the customer's ability to pay based on loss experience. Insurance receivables in this category are receivables
from contract holders (government customers) that are past due for less than 90 (thirty) days. Amount receivables from
non- government customers have been fully impaired based on NBE guidelines of "no cash- no cover". No collateral is
held as security for any past due or impaired assets.

Other assets:
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Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
Birr Birr Birr Birr

(c)

Staff Loan 17,775                        17,775 
Other account receivables 771                                  771 
Staff debtors 163                                  163 

             18,709                    -                            -              18,709 
Gross
Less: Impairment allowance  (note 16a)                      -                      -                            -                      -   
Net              18,709                    -                            -              18,709 

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2019 Birr Birr Birr Birr

7,677 1,931 13,653 23,261
                     -                      -                            -                      -   

Gross 7,677 1,931 13,653 23,261

Less: Impairment allowance  (note 16a)                      -                  (483)                 (11,312)           (11,795)

Net                7,677               1,448                    2,341             11,466 
                   -   

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
Birr Birr Birr Birr

Staff Loan              17,864            17,864 
Other account receivables 12393                    -                            -              12,393 
Staff debtors 130                    -                            -                   130 

                         -   

             30,387                    -                            -              30,387 

Less: Impairment allowance                           -                      -   

Net              30,387                    -                            -              30,387 

Neither past 
due nor 

impaired

Past due 
but not 

impaired Impaired Total
30 June 2018 Birr Birr Birr Birr

               5,565               4,436                    8,348            18,349 
                     -                      -                            -                      -   

Gross                5,565               4,436                    8,348            18,349 

Less: Impairment allowance                       -               (1,883)                   (8,348)           (10,231)

Net                5,565               2,553                          -                 8,118 

Neither past 
due nor 

impaired

Past due 
but not 

impaired impaired Total
Birr Birr Birr Birr

Staff Loan              17,386            17,386 
Accrued interest receivable                      -                      -                            -                      -   

Other account receivables                7,619                    -                            -                7,619 
Staff debtors                   185                    -                            -                   185 

             25,190                    -                            -              25,190 

             25,190                    -                            -              25,190 

(i) Insurance receivables - neither past due nor impaired

  30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Neither past due nor impaired             10,184                    7,677              5,565 

(ii) Insurance receivables- past due but not impaired
 30 June 2018  30 June 2017  1 July 2016 

Birr Birr Birr

Past due up to 30 days                    -   
Past due up to 30 - 60 days
Past due by 30 - 90 days               7,677                    5,565              1,338 
Past due by 90 - 180 days               3,605                    1,931              3,098 

11,282           7,496                   4,436             

Collective impairment (901)                                    (483)             (1,883)

Net 10,381                              7,013              2,553 

The Company establishes an allowance for impairment losses that represents its estimate of incurred losses in its loan
portfolio. 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 Company's of homogeneous assets in respect of losses that
have been incurred but have not been identified on receivables subject to individual assessment for impairment.

Due from contract holders

Due from insurance companies, brokers and agents

Other assets

Insurance receivables that have been classified as neither past due nor impaired or past due but not impaired are assessed
on a collective basis.

Other assets that are financial assets constitute other account receivables and staff debtors. The Company has an internal
system of assessing the credit quality of other receivables through established policies and approval systems. The
Company constantly monitors its exposure to these receivables via periodic performance review. The Company further
manages its exposure to credit risk through deduction of transactions at source. The exposure to credit risk associated with
other receivables is low. 

Insurance receivables:

Due from insurance companies, brokers and agents

Due from contract holders
Insurance receivables:

Impairment allowance

Other assets:

Other assets:

The credit quality of the portfolio of insurance receivables that were neither past due nor impaired can be assessed by
reference to the customer's ability to pay based on loss experience. Insurance receivables in this category are receivables
from contract holders (government customers) that are past due for less than 90 (thirty) days. Amount receivables from
non- government customers have been fully impaired based on NBE guidelines of "no cash- no cover". No collateral is
held as security for any past due or impaired assets.

Other assets:
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(iii) Allowance for impairment
 30 June 2020  30 June 2019  30 June 2018 

Birr Birr Birr
Insurance receivables:

14,205                             11,795            10,231 

(901)               (483)                    (1,883)            

Total allowance for impairment 13,304           11,312                              8,348 
Statement of prudential adjustments

(d) Credit quality of reinsurers assets

Credit concentrations

Public 
enterprise  Private  Others  Total 

30 June 2020 Birr Birr Birr Birr

                     -             793,285                    5,074          798,359 
staff loan                  17,775            17,775 

                     -                      -                            -                      -   
121,952                  121,952 

               3,331                    -                            -                3,331 
                     -                      -                    14,547            14,547 
                     -             209,383                          -            209,383 
                     -                      -                         934                 934 

               3,331        1,124,620                  38,330       1,166,281 

Public 
enterprise  Private  Others  Total 

30 June 2019 Birr Birr Birr Birr

Cash and bank 
balances                      -             603,705                    3,427          607,132 
staff loan                  17,864            17,864 
Investment securities:
– Available for sale                      -             103,023                          -            103,023 
– Loans and 
receivables                3,327                    -                            -                3,327 
Insurance receivables                      -                      -                     11,467             11,467 
Reinsurance assets                      -             238,671                          -            238,671 
Other assets                      -                      -                    12,523            12,523 

               3,327           945,399                  45,281          994,007 

Public 
enterprise  Private  Others  Total 

                        Birr Birr Birr Birr

Cash and bank 
balances                      -             505,289                       570          505,859 
Investment securities:                  16,245            16,245 
– Available for sale                      -               83,653                          -              83,653 
– Loans and 
receivables                3,340                    -                            -                3,340 
Insurance receivables                      -                      -                       8,118               8,118 
Reinsurance assets           133,643                          -            133,643 
Other assets                      -                      -                      7,804              7,804 

               3,340           722,585                  32,737          758,662 

4.3.2 Liquidity risk

Management of liquidity risk

a Financing arrangements

Less than 1 year Over 1 year Total
30 June 2020 Birr'000 Birr'000 Birr'000

Insurance contract liabilities           753,359          753,359 
Insurance payables             33,337            33,337 
Other financial liabilities             69,054            69,054 

855,750         -                      855,750         

Other assets

The Company monitors concentrations of credit risk by sector, location and purpose. An analysis of concentrations of
credit risk at 30 June 2020, 30 June 2019 and 30 June 2018. The Company concentrates all its financial assets in Ethiopia.

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.

Cash and bank balances

Insurance receivables

Due from contract holders

Investment securities:

Liquidity risk is the risk that the Company is unable to meet its maturing obligations when they become due, at reasonable
cost and in a timely manner. Liquidity risk arises because of the possibility that the Company might be unable to meet its
payment obligations when they fall due as a result of mismatches in the timing of the cash flows under both normal and
stress circumstances. Such scenarios could occur when funding needed for illiquid asset positions is not available to the
Company on acceptable terms.

Liquidity risk management in the Company is solely determined by Risk Management and Compliance Unit, which bears
the overall responsibility for liquidity risk. The main objective of the Company's liquidity risk framework is to maintain
sufficient liquidity in order to ensure that we meet our maturing obligations.

Cash flow forecasting is performed by the finance department. The finance department monitors rolling forecasts of
liquidity requirements to ensure it has sufficient cash to meet operational needs. 

The Company evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the Company
devises strategies to manage its liquidity risk.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding is available o meet
its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risk damage to 
the Company’s reputation. 

Total financial liabilities

Reinsurance assets

– Available for sale

The Company's investment portfolio is exposed to credit risk through its fixed income and money market instruments. The
Company further manages its exposure to credit risk through counterparty risk via established limits as approved by the
Board. All fixed income investments are measured for performance on a quarterly basis and monitored by management.
The credit risk exposure associated with money market investments is low.

Reinsurance is placed with counterparties that have a good credit rating and concentration of risk is avoided by following
policy guidelines in respect of counterparties' limits that are set each year by the board of directors and are subject to
regular reviews. At each reporting date, management performs an assessment of creditworthiness of reinsurers and updates
the reinsurance purchase strategy, ascertaining suitable allowance for impairment. Reinsurance treaties are reviewed
annually by management prior to renewal of the reinsurance contract. 

– Loans and receivables
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(iii) Allowance for impairment
 30 June 2020  30 June 2019  30 June 2018 

Birr Birr Birr
Insurance receivables:

14,205                             11,795            10,231 

(901)               (483)                    (1,883)            

Total allowance for impairment 13,304           11,312                              8,348 
Statement of prudential adjustments

(d) Credit quality of reinsurers assets

Credit concentrations

Public 
enterprise  Private  Others  Total 

30 June 2020 Birr Birr Birr Birr

                     -             793,285                    5,074          798,359 
staff loan                  17,775            17,775 

                     -                      -                            -                      -   
121,952                  121,952 

               3,331                    -                            -                3,331 
                     -                      -                    14,547            14,547 
                     -             209,383                          -            209,383 
                     -                      -                         934                 934 

               3,331        1,124,620                  38,330       1,166,281 

Public 
enterprise  Private  Others  Total 

30 June 2019 Birr Birr Birr Birr

Cash and bank 
balances                      -             603,705                    3,427          607,132 
staff loan                  17,864            17,864 
Investment securities:
– Available for sale                      -             103,023                          -            103,023 
– Loans and 
receivables                3,327                    -                            -                3,327 
Insurance receivables                      -                      -                     11,467             11,467 
Reinsurance assets                      -             238,671                          -            238,671 
Other assets                      -                      -                    12,523            12,523 

               3,327           945,399                  45,281          994,007 

Public 
enterprise  Private  Others  Total 

                        Birr Birr Birr Birr

Cash and bank 
balances                      -             505,289                       570          505,859 
Investment securities:                  16,245            16,245 
– Available for sale                      -               83,653                          -              83,653 
– Loans and 
receivables                3,340                    -                            -                3,340 
Insurance receivables                      -                      -                       8,118               8,118 
Reinsurance assets           133,643                          -            133,643 
Other assets                      -                      -                      7,804              7,804 

               3,340           722,585                  32,737          758,662 

4.3.2 Liquidity risk

Management of liquidity risk

a Financing arrangements

Less than 1 year Over 1 year Total
30 June 2020 Birr'000 Birr'000 Birr'000

Insurance contract liabilities           753,359          753,359 
Insurance payables             33,337            33,337 
Other financial liabilities             69,054            69,054 

855,750         -                      855,750         

Other assets

The Company monitors concentrations of credit risk by sector, location and purpose. An analysis of concentrations of
credit risk at 30 June 2020, 30 June 2019 and 30 June 2018. The Company concentrates all its financial assets in Ethiopia.

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.

Cash and bank balances

Insurance receivables

Due from contract holders

Investment securities:

Liquidity risk is the risk that the Company is unable to meet its maturing obligations when they become due, at reasonable
cost and in a timely manner. Liquidity risk arises because of the possibility that the Company might be unable to meet its
payment obligations when they fall due as a result of mismatches in the timing of the cash flows under both normal and
stress circumstances. Such scenarios could occur when funding needed for illiquid asset positions is not available to the
Company on acceptable terms.

Liquidity risk management in the Company is solely determined by Risk Management and Compliance Unit, which bears
the overall responsibility for liquidity risk. The main objective of the Company's liquidity risk framework is to maintain
sufficient liquidity in order to ensure that we meet our maturing obligations.

Cash flow forecasting is performed by the finance department. The finance department monitors rolling forecasts of
liquidity requirements to ensure it has sufficient cash to meet operational needs. 

The Company evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the Company
devises strategies to manage its liquidity risk.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding is available o meet
its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risk damage to 
the Company’s reputation. 

Total financial liabilities

Reinsurance assets

– Available for sale

The Company's investment portfolio is exposed to credit risk through its fixed income and money market instruments. The
Company further manages its exposure to credit risk through counterparty risk via established limits as approved by the
Board. All fixed income investments are measured for performance on a quarterly basis and monitored by management.
The credit risk exposure associated with money market investments is low.

Reinsurance is placed with counterparties that have a good credit rating and concentration of risk is avoided by following
policy guidelines in respect of counterparties' limits that are set each year by the board of directors and are subject to
regular reviews. At each reporting date, management performs an assessment of creditworthiness of reinsurers and updates
the reinsurance purchase strategy, ascertaining suitable allowance for impairment. Reinsurance treaties are reviewed
annually by management prior to renewal of the reinsurance contract. 

– Loans and receivables
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Less than 1 year Over 1 year Total
30 June 2019 Birr Birr Birr

Insurance contract liabilities           753,359                          -            753,359 
Insurance payables             36,233                          -              36,233 
Other financial liabilities             68,353                          -              68,353 

          857,945                          -            857,945 

Less than 1 year Over 1 year Total
30 June 2018 Birr Birr Birr

Insurance contract liabilities           480,824                          -            480,824 
Insurance payables             50,231                          -              50,231 
Other liabilities             51,459                          -              51,459 

          582,514                          -            582,514 

4.3.3 Market risk

a Management of market risk

(i) Interest rate risk

30 June 2020 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and bank balances 600,506         197,854               798,360         
Investment securities: -                 
– Available for sale 121,952               121,952         
– Loans and receivables 3,331             3,331             
Insurance receivables 14,547                 14,547           
Reinsurance assets 209,383               209,383         
Other assets 53,721                 53,721           
Total 603,837         597,457               1,201,294      

Liabilities
Insurance contract liabilities 753,359               753,359         
Insurance payables 33,337                 33,337           
Other liabilities 69,054                 69,054           
Total -                 855,750.41          855,750.41    

30 June 2019 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and bank balances           472,051 135,081                        607,132 
Investment securities:
– Available for sale                    -                  103,023          103,023 
– Loans and receivables               3,327                          -                3,327 
Insurance receivables                    -                     11,467             11,467 
Reinsurance assets                    -                  238,671          238,671 
Other assets                    -                    71,131            71,131 
Total           475,378                559,373       1,034,751 

30 June 2019 Fixed
Non-interest 

bearing Total
Birr Birr Birr'000

Liabilities
Insurance contract liabilities                    -                  651,208          651,208 
Insurance payables                    -                    36,233            36,233 
Other liabilities                    -                    68,353            68,353 
Total                    -                  755,794          755,794 

30 June 2018 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and cash equivalents           441,073 64,786                          505,859 
Investment securities:
– Available for sale                    -                    83,653            83,653 
– Loans and receivables               3,340                          -                3,340 
Insurance receivables                    -                       8,118               8,118 
Reinsurance assets                    -                  133,643          133,643 
Other assets                    -                    66,551            66,551 
Total           444,413                356,750          801,163 

Liabilities
Insurance contract liabilities                480,824          480,824 
Insurance payables                    -                    50,231            50,231 
Other liabilities                    -                    51,459            51,459 
Total                    -                  582,514          582,514 

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. Exposure to this risk primarily results from timing differences in the repricing of assets and liabilities
as they mature ( fixed rate instruments) or contractually repriced ( floating rate instruments).

The Company monitors this exposure through periodic reviews of the assets and liability position. Estimates of cash flows,
as well as the impact of interest rate fluctuations relating to the investment portfolio and insurance provisions are modelled
and reviewed . The overall objective of these strategies is to limit the net change in value of assets and liabilities arising
from interest rate movements. While it is more difficult to measure the interest sensitivity of insurance liabilities than that
of the related assets, to the extent that such sensitivities are measurable then the interest rate movements will generate
asset value changes that substantially offset changes in the value of the liabilities relating to the underlying products. 

The Company is also exposed to the risk of changes in future cash flows from fixed income securities arising from the
changes in interest rates. 

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

The company does not ordinarly engage in tradig activities as there are no active market in Ethiopia

Market risk is defined as the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market risk factors such as interest rates, foreign exchange rates, equity prices, credit spreads and their
volatilities. Market risk can arise in conjunction with trading and non-trading activities of a financial institutions. 

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

Total financial liabilities

Total financial liabilities

Market risk is monitored by the risk management department on regularly, to identify any adverse movement in the
underlying variables:

The main objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return on risk.
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Less than 1 year Over 1 year Total
30 June 2019 Birr Birr Birr

Insurance contract liabilities           753,359                          -            753,359 
Insurance payables             36,233                          -              36,233 
Other financial liabilities             68,353                          -              68,353 

          857,945                          -            857,945 

Less than 1 year Over 1 year Total
30 June 2018 Birr Birr Birr

Insurance contract liabilities           480,824                          -            480,824 
Insurance payables             50,231                          -              50,231 
Other liabilities             51,459                          -              51,459 

          582,514                          -            582,514 

4.3.3 Market risk

a Management of market risk

(i) Interest rate risk

30 June 2020 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and bank balances 600,506         197,854               798,360         
Investment securities: -                 
– Available for sale 121,952               121,952         
– Loans and receivables 3,331             3,331             
Insurance receivables 14,547                 14,547           
Reinsurance assets 209,383               209,383         
Other assets 53,721                 53,721           
Total 603,837         597,457               1,201,294      

Liabilities
Insurance contract liabilities 753,359               753,359         
Insurance payables 33,337                 33,337           
Other liabilities 69,054                 69,054           
Total -                 855,750.41          855,750.41    

30 June 2019 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and bank balances           472,051 135,081                        607,132 
Investment securities:
– Available for sale                    -                  103,023          103,023 
– Loans and receivables               3,327                          -                3,327 
Insurance receivables                    -                     11,467             11,467 
Reinsurance assets                    -                  238,671          238,671 
Other assets                    -                    71,131            71,131 
Total           475,378                559,373       1,034,751 

30 June 2019 Fixed
Non-interest 

bearing Total
Birr Birr Birr'000

Liabilities
Insurance contract liabilities                    -                  651,208          651,208 
Insurance payables                    -                    36,233            36,233 
Other liabilities                    -                    68,353            68,353 
Total                    -                  755,794          755,794 

30 June 2018 Fixed
Non-interest 

bearing Total
Birr Birr Birr

Assets
Cash and cash equivalents           441,073 64,786                          505,859 
Investment securities:
– Available for sale                    -                    83,653            83,653 
– Loans and receivables               3,340                          -                3,340 
Insurance receivables                    -                       8,118               8,118 
Reinsurance assets                    -                  133,643          133,643 
Other assets                    -                    66,551            66,551 
Total           444,413                356,750          801,163 

Liabilities
Insurance contract liabilities                480,824          480,824 
Insurance payables                    -                    50,231            50,231 
Other liabilities                    -                    51,459            51,459 
Total                    -                  582,514          582,514 

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. Exposure to this risk primarily results from timing differences in the repricing of assets and liabilities
as they mature ( fixed rate instruments) or contractually repriced ( floating rate instruments).

The Company monitors this exposure through periodic reviews of the assets and liability position. Estimates of cash flows,
as well as the impact of interest rate fluctuations relating to the investment portfolio and insurance provisions are modelled
and reviewed . The overall objective of these strategies is to limit the net change in value of assets and liabilities arising
from interest rate movements. While it is more difficult to measure the interest sensitivity of insurance liabilities than that
of the related assets, to the extent that such sensitivities are measurable then the interest rate movements will generate
asset value changes that substantially offset changes in the value of the liabilities relating to the underlying products. 

The Company is also exposed to the risk of changes in future cash flows from fixed income securities arising from the
changes in interest rates. 

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

The company does not ordinarly engage in tradig activities as there are no active market in Ethiopia

Market risk is defined as the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market risk factors such as interest rates, foreign exchange rates, equity prices, credit spreads and their
volatilities. Market risk can arise in conjunction with trading and non-trading activities of a financial institutions. 

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

Total financial liabilities

Total financial liabilities

Market risk is monitored by the risk management department on regularly, to identify any adverse movement in the
underlying variables:

The main objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return on risk.
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(ii) Foreign exchange risk

Foreign currency denominated balances

4.4 Capital management

4.4.1

 30 June 2020  30 June 2019 
Birr Birr

Admissable assets A

Cash and bank
balances                798,359          607,132 
Investment securities:
– Available for sale                121,952          103,023 
– Loans and
receivables                    3,331              3,327 
Investments in
associates                    4,063              4,245 
Reinsurance Assets                209,383          238,671 

                 50,874            42,528 
Statutory deposit                  52,198            38,694 

            1,240,160       1,037,619 
Admissable liabilities B

               753,359          651,208 
                 33,337            36,233 
                 69,054            68,353 
                         -                4,647 

               855,750          760,441 

C                384,410          277,179 

Net premium                378,681          338,005 

Solvency margin

                 75,736            67,601 

D                  75,000            75,000 

(C-D)                309,410          202,179 

Solvency ratio                      4.13                2.70 

4.5 Fair value of financial assets and liabilities

4.5.1 Valuation models

Limit of net premium i.e 20% of net premium

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.

●   Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or liabilities.

● Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or 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.

● Level 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.

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

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the profit or loss for a year,
based on the floating rate non–trading financial assets and financial liabilities held at 30 June 2020, 30 June 2019 and 1
July 2018. The total sensitivity of equity is based on the assumption that there are parallel shifts in the yield curve.

Property, plant and equipment

Minimum of paid up capital

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 is exposed to exchange rate risks to the extent of balances and transactions denominated in a currency other
than the Ethiopian Birr. The Company has no transaction in foreign currency.

Excess (admitted capital)- (A-B)

Since C>D - Positive Solvency Margin

Other liabilities
Current income tax liabilities

Insurance payables
Insurance contract liabilities

Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices (other than those arising from interest rate risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

The Company's price risk policy requires it to manage such risks by setting and monitoring objectives and constraints on
investments, diversification plans, and limits on investments in each sector and market. 

The Company has no significant concentration of price risk as there is no active market in Ethiopia.

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.

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.  

Margin of Solvency ratio

According to the Licencing 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 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.



61

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS 

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

(ii) Foreign exchange risk

Foreign currency denominated balances

4.4 Capital management

4.4.1

 30 June 2020  30 June 2019 
Birr Birr

Admissable assets A

Cash and bank
balances                798,359          607,132 
Investment securities:
– Available for sale                121,952          103,023 
– Loans and
receivables                    3,331              3,327 
Investments in
associates                    4,063              4,245 
Reinsurance Assets                209,383          238,671 

                 50,874            42,528 
Statutory deposit                  52,198            38,694 

            1,240,160       1,037,619 
Admissable liabilities B

               753,359          651,208 
                 33,337            36,233 
                 69,054            68,353 
                         -                4,647 

               855,750          760,441 

C                384,410          277,179 

Net premium                378,681          338,005 

Solvency margin

                 75,736            67,601 

D                  75,000            75,000 

(C-D)                309,410          202,179 

Solvency ratio                      4.13                2.70 

4.5 Fair value of financial assets and liabilities

4.5.1 Valuation models

Limit of net premium i.e 20% of net premium

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.

●   Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or liabilities.

● Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or 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.

● Level 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.

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

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the profit or loss for a year,
based on the floating rate non–trading financial assets and financial liabilities held at 30 June 2020, 30 June 2019 and 1
July 2018. The total sensitivity of equity is based on the assumption that there are parallel shifts in the yield curve.

Property, plant and equipment

Minimum of paid up capital

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 is exposed to exchange rate risks to the extent of balances and transactions denominated in a currency other
than the Ethiopian Birr. The Company has no transaction in foreign currency.

Excess (admitted capital)- (A-B)

Since C>D - Positive Solvency Margin

Other liabilities
Current income tax liabilities

Insurance payables
Insurance contract liabilities

Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices (other than those arising from interest rate risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

The Company's price risk policy requires it to manage such risks by setting and monitoring objectives and constraints on
investments, diversification plans, and limits on investments in each sector and market. 

The Company has no significant concentration of price risk as there is no active market in Ethiopia.

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.

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.  

Margin of Solvency ratio

According to the Licencing 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 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.



62

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS  

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

Financial instruments not measured at fair value 

Carrying 
amount Fair value

Carrying 
amount Fair value Carrying amount Fair value

Birr Birr Birr Birr Birr Birr

Cash and cash equivalents 798,360           798,360        607,132           607,132 505,859 505,859

Investment securities- 
Available for sale 121,952 121,952        103,023           103,023 83,653 83,653

– Loans and 
receivables 3,331 3,331            3,327               3,327 3,340 3,340
Insurance receivables 14,547 14,547          11,467             11,467 8,118 8,118
Reinsurance assets 209,383 209,383        238,671           238,671 133,643 133,643

Total         1,147,573      1,147,573            963,620           963,620                734,613          734,613 

Financial liabilities
Insurance contract liabilities 753,359           753,359                   651,208 651,208 480,824 480,824
Insurance payables 33,337             33,337                       36,233 36,233 50,231 50,231
Other liabilities 69,054             69,054                       68,353 68,353 51,459 51,459

Total            855,750         855,750            755,794           755,794                582,514          582,514 

4.5.3 Fair value methods and assumptions
Insurance receivables

Investment securities

4.5.4 Valuation technique using significant unobservable inputs – Level 3

4.5.5 Transfers between the fair value hierarchy categories

4.6 Offsetting financial assets and financial liabilities

The Company has no financial asset measured at fair value on subsequent recognition.

The following table summarises the carrying amounts of financial instruments 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 2020  30 June 2019  30 June 2018

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

Government bonds are classified as loans and receivables and are measured at amortised cost using the EIR method. This
means the amortised cost is determined as the fair value of the bond at inception plus interest accrued using the Effective
Interest Rate. 

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

The carrying values of the Company's financial instruments approximate their fair value.

Insurance receivables are carried at amortised 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.
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Segment information

Business segments

Assets and liabilities for each segment at 30 June 2020

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

Birr Birr Birr Birr Birr Birr Birr Birr Birr
ASSETS

Cash and bank balances        770,569        589,647        489,916     27,790     17,485     15,943         798,359          607,132        505,859 
Laons and recievables          17,775          17,864          16,245           17,775            17,864          16,245 
Investment securities:                  -                    -               -                    -   
– Available for sale        121,952        103,023          83,653             -               -               -           121,952          103,023          83,653 
– Loans and receivables            3,331            3,327            3,340             -               -               -               3,331              3,327            3,340 
Insurance receivables          14,547          11,467            8,118             -               -               -             14,547            11,467            8,118 
Reinsurance assets        209,383        238,671        133,643             -               -               -           209,383          238,671        133,643 
Other assets          53,552          69,849          65,978          169       1,282          573           53,721            71,131          66,551 
Work in Progress          56,361           56,361 
Right of use asset          40,212          473           40,685 
Defered acquisition cost            5,021            3,867            3,292             -               -               -               5,021              3,867            3,292 
Investments in associates            4,063            4,245            4,729             -               -               4,063              4,245            4,729 
Property, plant and equipment          49,940          41,083          43,748          934       1,445          445           50,874            42,528          44,193 
Deferred Tax Asset            1,215               950               763             -               -               -               1,215                 950               763 
Statutory deposit          49,872          36,444          22,891       2,326       2,250       2,250           52,198            38,694          25,141 
Deferred tax Liablity                  -                    -   

Total assets     1,397,793     1,120,437        876,316     31,692     22,462     19,211      1,429,485       1,142,899        895,527 

LIABILITIES

Insurance contract liabilities        751,455        650,377        478,951       1,904          831       1,873         753,359          651,208        480,824 
Insurance payables          30,777          34,925          48,101       2,560       1,308       2,130           33,337            36,233          50,231 
Other liabilities          57,146          63,453          51,251     11,908       4,900          208           69,054            68,353          51,459 
Defined benefit obligations            4,048            3,165            2,544             -               -               -               4,048              3,165            2,544 
Deferred tax Liablity            2,598            3,051            2,196             -               -               -               2,598              3,051            2,196 
Current income tax liabilities                  -              4,647          10,227             -               -               -                    -                4,647          10,227 
Lease Liability          28,327          321           28,647 

Total liabilities        874,351        759,617        593,270     16,693       7,039       4,211         891,044          766,656        597,481 
Equity

Share capital        385,404        235,000        181,406     15,000     15,000     15,000         400,404          250,000        196,406 
Share premium               579               579               579             -               -               -                  579                 579               579 
Retained earnings          63,611          62,377          64,332             -               -               -             63,611            62,377          64,332 
Legal reserve          41,828          34,400          25,689             -               -             41,828            34,400          25,689 
Other reserve          19,109          15,395          11,039             -               -               -             19,109            15,395          11,039 
Regulatory Risk Reserve 12911          13,492 -             -               -    -           12,911            13,492  - 

                   -   
Total equity        523,443        361,243        283,045     15,000     15,000     15,000         538,443          376,243        298,045 

Total equity and liabilities     1,397,793     1,120,860        876,315     31,693     22,039     19,211      1,429,486       1,142,899        895,526 

Life business- Includes life insurance policies with individual and corporate customers. This segment covers the protection of the Company’s
customers against the risk of premature death, disability, critical illness and other accidents. 

The segment information provided by the Company's underwriting department for the reporting segments for the year ended 30 June 2018 is as
follows:

Non- life Life Total

Oromia Insurance Company S.C.

Notes to the financial statements
For the year ended 30 June 2020

Non- life (general) business- Includes general insurance transactions with individual and corporate customers. This segment covers the protection of
customers’ assets (particularly their properties, both for personal and commercial business) and indemnification of other parties that have suffered
damage as a result of customers’ accidents. All contracts in this segment are short term in nature. 

The Company operates the following main business segments:

Segment information is presented in respect of the Company's business segments which represents the primary segment reporting format and is based
on the Company's management and reporting structure.

Revenue in these segments is derived primarily from insurance premium and investment income. Expenses for corporate units that render services for
all business segments are initially paid by the general business segment and transferred to other business units at cost price. The expenses are allocated
based on service man hours rendered by the corporate units to the various business segments. 

Annual IFRS financial statements

5 Segment information

Business segments

a Assets and liabilities for each segment at 30 June 2020

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

Birr Birr Birr Birr Birr Birr Birr Birr Birr
ASSETS
Cash and bank balances               770,569               589,647       489,916           27,790         17,485      15,943           798,359        607,132           505,859 
Laons and recievables                 17,775                 17,864         16,245             17,775          17,864             16,245 
Investment securities:                         -                          -                     -                      -   
– Available for sale               121,952               103,023         83,653                   -                  -                -             121,952        103,023             83,653 
– Loans and receivables                   3,331                   3,327           3,340                   -                  -                -                 3,331            3,327               3,340 
Insurance receivables                 14,547                 11,467           8,118                   -                  -                -               14,547           11,467               8,118 
Reinsurance assets               209,383               238,671       133,643                   -                  -                -             209,383        238,671           133,643 
Other assets                 47,242                 69,849         65,978             6,479           1,282           573             53,721          71,131             66,551 
Work in Progress                 56,361             56,361 
Right of use asset                 40,212                473             40,685 
Defered acquisition cost                   5,021                   3,867           3,292                   -                  -                -                 5,021            3,867               3,292 
Investments in 
associates                   4,063                   4,245           4,729                -                -                 4,063            4,245               4,729 
Property, plant and 
equipment                 49,940                 41,083         43,748                934           1,445           445             50,874          42,528             44,193 
Deferred Tax Asset                   1,215                      950              763                   -                  -                -                 1,215               950                  763 
Statutory deposit                 49,872                 36,444         22,891             2,326           2,250        2,250             52,198          38,694             25,141 
Deferred tax Liablity                         -                      -   
Total assets            1,391,483            1,120,437       876,316           38,002         22,462       19,211        1,429,485     1,142,899           895,527 
LIABILITIES
Insurance contract 
liabilities               751,485               650,377       478,951             1,874              831        1,873           753,359        651,208           480,824 
Insurance payables                 32,029                 34,925         48,101             1,308           1,308        2,130             33,337          36,233             50,231 
Other liabilities                 64,154                 63,453         51,251             4,900           4,900           208             69,054          68,353             51,459 
Defined benefit obligations                  4,048                   3,165           2,544                   -                  -                -                 4,048            3,165               2,544 
Deferred tax Liablity                   2,598                   3,051           2,196                   -                  -                -                 2,598            3,051               2,196 
Current income tax 
liabilities                         -                     4,647         10,227                   -                  -                -                      -              4,647             10,227 

Lease Liability                 28,327                321             28,647 
Total liabilities               882,641               759,617       593,270             8,403           7,039         4,211           891,044        766,656           597,481 
Equity
Share capital               385,404               235,000       181,406           15,000         15,000      15,000           400,404        250,000           196,406 
Share premium                      579                      579              579                   -                  -                -                    579               579                  579 
Retained earnings                  63,611                 62,377         64,332                   -                  -                -               63,611          62,377             64,332 
Legal reserve                 41,828                 34,400         25,689                -                -               41,828          34,400             25,689 
Other reserve                 19,109                 15,395         11,039                   -                  -                -               19,109          15,395             11,039 
Regulatory Risk Reserve 12911                 13,492 -                   -                  -    -             12,911          13,492  -                  -   
Total equity               523,443               361,243       283,045           15,000         15,000      15,000           538,443        376,243           298,045 

Total equity and 
liabilities            1,406,083            1,120,860       876,315           23,403         22,039       19,211        1,429,486     1,142,899           895,526 

b Profit or loss for each category for the year ended 30 June 2020

 30 June 
2020 

 30 June 
2019 

 30 June 
2020  30 June 2019 

 30 June 
2020  30 June 2019 

Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Revenue
Gross premiums 495,848              444,050        9,508               8,307        505,356           452,357 

(110,904)             (85,097)       (3,495)                (429)       (114,399)           (85,526)
        384,944       358,953        6,012               7,878        390,956           366,831 

         (12,277)       (28,826)              -                      -           (12,277)           (28,826)
        372,667       330,127        6,012               7,878        378,679           338,005 
          31,986         23,010                    -            31,986             23,010 

Investment income           86,707         63,932        1,203               1,898          87,910             65,830 
Other operating income             7,806              661             91                      5            7,897                  666 

        499,166       417,730        7,306               9,781        506,472           427,511 
Expenses
Net claims        (278,561)     (194,591)       (5,305)             (8,263)       (283,866)         (202,854)
Underwriting expenses (9,403)                  (7,469)          (877)                (873)         (10,280)             (8,342)

         (56,124)       (52,942)          (467)                (664)         (56,591)           (53,606)
Employee benefit          (79,994)       (69,886)       (1,111)             (1,025)         (81,105)           (70,911)
Share of loss in associate               (183)            (484)                    -                (183)                (484)
Finance Cost            (1,941)           (1,941)

                  -             660               1,042               660               1,042 
          72,960         92,358           206                    (2)          73,166             92,356 

Income tax expense              1,115         (5,244)              -                      -               1,115             (5,244)

          74,075         87,114           206                    (2)          74,281             87,112 

i) Insurance premiums

Gross 
written 

premium
Reinsurers 

premium

Net 
written 

premium
Gross written 

premium
Reinsurers 

premium
Net written 

premium
General insurance Birr Birr Birr Birr Birr Birr
Engineering           27,648       (15,672)       11,976             14,496           (5,304)               9,192 
Fire and burglary           48,254       (14,882)      33,372             37,028         (11,714)             25,314 
Liability             1,840              (96)        1,744                  928                (52)                  876 
Marine           13,402         (5,944)        7,458             17,697           (4,573)             13,124 
Motor         317,841       (32,351)    285,490           281,578         (23,428)           258,150 
Accident and health           14,907            (745)      14,162             12,630              (632)             11,998 
Pecuniary           46,398       (27,371)      19,027             62,604         (31,708)             30,896 
Workmen Compensation             7,726            (386)        7,340               7,031              (319)               6,712 
Others           17,837       (13,512)        4,325             10,058           (7,367)               2,691 

        495,853     (110,959)    384,894           444,050         (85,097)           358,953 

Gross 
written 

premium
Reinsurers 

premium

Net 
written 

premium
Gross written 

premium
Reinsurers 

premium
Net written 

premium
Life insurance Birr Birr Birr Birr Birr Birr
Endowement                  80                (4)             76                  (94)                   5                  (89)
Education                  16                (1)             15                    16                  (1)                    15 
Individual mortgage protection                252              (19)           233 
Group life             8,703         (3,449)        5,254               6,097              (309)               5,788 
Group medical                457              (23)           434               2,288              (114)               2,174 

            9,508         (3,496)        6,012               8,307              (419)               7,888 

Non- life Total

Life business- Includes life insurance policies with individual and corporate customers. This segment covers the protection of the Company’s customers against
the risk of premature death, disability, critical illness and other accidents. 

Life

Other operating and administrative expenses

The segment information provided by the Company's underwriting department for the reporting segments for the year ended 30 June 2020 is as follows:

Non- life Life Total

Premiums ceded to reinsurers

Change in unearned income (note 29)

Fee and commission income

Non- life (general) business- Includes general insurance transactions with individual and corporate customers. This segment covers the protection of customers’
assets (particularly their properties, both for personal and commercial business) and indemnification of other parties that have suffered damage as a result of
customers’ accidents. All contracts in this segment are short term in nature. 

The Company operates the following main business segments:

Segment information is presented in respect of the Company's business segments which represents the primary segment reporting format and is based on the
Company's management and reporting structure.

Revenue in these segments is derived primarily from insurance premium and investment income. Expenses for corporate units that render services for all business
segments are initially paid by the general business segment and transferred to other business units at cost price. The expenses are allocated based on service man
hours rendered by the corporate units to the various business segments. 

Decrease in individual life fund

 30 June 2020 

 30 June 2020 

Profit for the year

 30 June 2019 

Profit before income tax

 30 June 2019 
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5 Segment information

Business segments

a Assets and liabilities for each segment at 30 June 2020

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

 30 June 
2020 

 30 June 
2019 

 30 June 
2018 

Birr Birr Birr Birr Birr Birr Birr Birr Birr
ASSETS
Cash and bank balances               770,569               589,647       489,916           27,790         17,485      15,943           798,359        607,132           505,859 
Laons and recievables                 17,775                 17,864         16,245             17,775          17,864             16,245 
Investment securities:                         -                          -                     -                      -   
– Available for sale               121,952               103,023         83,653                   -                  -                -             121,952        103,023             83,653 
– Loans and receivables                   3,331                   3,327           3,340                   -                  -                -                 3,331            3,327               3,340 
Insurance receivables                 14,547                 11,467           8,118                   -                  -                -               14,547           11,467               8,118 
Reinsurance assets               209,383               238,671       133,643                   -                  -                -             209,383        238,671           133,643 
Other assets                 47,242                 69,849         65,978             6,479           1,282           573             53,721          71,131             66,551 
Work in Progress                 56,361             56,361 
Right of use asset                 40,212                473             40,685 
Defered acquisition cost                   5,021                   3,867           3,292                   -                  -                -                 5,021            3,867               3,292 
Investments in 
associates                   4,063                   4,245           4,729                -                -                 4,063            4,245               4,729 
Property, plant and 
equipment                 49,940                 41,083         43,748                934           1,445           445             50,874          42,528             44,193 
Deferred Tax Asset                   1,215                      950              763                   -                  -                -                 1,215               950                  763 
Statutory deposit                 49,872                 36,444         22,891             2,326           2,250        2,250             52,198          38,694             25,141 
Deferred tax Liablity                         -                      -   
Total assets            1,391,483            1,120,437       876,316           38,002         22,462       19,211        1,429,485     1,142,899           895,527 
LIABILITIES
Insurance contract 
liabilities               751,485               650,377       478,951             1,874              831        1,873           753,359        651,208           480,824 
Insurance payables                 32,029                 34,925         48,101             1,308           1,308        2,130             33,337          36,233             50,231 
Other liabilities                 64,154                 63,453         51,251             4,900           4,900           208             69,054          68,353             51,459 
Defined benefit obligations                  4,048                   3,165           2,544                   -                  -                -                 4,048            3,165               2,544 
Deferred tax Liablity                   2,598                   3,051           2,196                   -                  -                -                 2,598            3,051               2,196 
Current income tax 
liabilities                         -                     4,647         10,227                   -                  -                -                      -              4,647             10,227 

Lease Liability                 28,327                321             28,647 
Total liabilities               882,641               759,617       593,270             8,403           7,039         4,211           891,044        766,656           597,481 
Equity
Share capital               385,404               235,000       181,406           15,000         15,000      15,000           400,404        250,000           196,406 
Share premium                      579                      579              579                   -                  -                -                    579               579                  579 
Retained earnings                  63,611                 62,377         64,332                   -                  -                -               63,611          62,377             64,332 
Legal reserve                 41,828                 34,400         25,689                -                -               41,828          34,400             25,689 
Other reserve                 19,109                 15,395         11,039                   -                  -                -               19,109          15,395             11,039 
Regulatory Risk Reserve 12911                 13,492 -                   -                  -    -             12,911          13,492  -                  -   
Total equity               523,443               361,243       283,045           15,000         15,000      15,000           538,443        376,243           298,045 

Total equity and 
liabilities            1,406,083            1,120,860       876,315           23,403         22,039       19,211        1,429,486     1,142,899           895,526 

b Profit or loss for each category for the year ended 30 June 2020

 30 June 
2020 

 30 June 
2019 

 30 June 
2020  30 June 2019 

 30 June 
2020  30 June 2019 

Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Revenue
Gross premiums 495,848              444,050        9,508               8,307        505,356           452,357 

(110,904)             (85,097)       (3,495)                (429)       (114,399)           (85,526)
        384,944       358,953        6,012               7,878        390,956           366,831 

         (12,277)       (28,826)              -                      -           (12,277)           (28,826)
        372,667       330,127        6,012               7,878        378,679           338,005 
          31,986         23,010                    -            31,986             23,010 

Investment income           86,707         63,932        1,203               1,898          87,910             65,830 
Other operating income             7,806              661             91                      5            7,897                  666 

        499,166       417,730        7,306               9,781        506,472           427,511 
Expenses
Net claims        (278,561)     (194,591)       (5,305)             (8,263)       (283,866)         (202,854)
Underwriting expenses (9,403)                  (7,469)          (877)                (873)         (10,280)             (8,342)

         (56,124)       (52,942)          (467)                (664)         (56,591)           (53,606)
Employee benefit          (79,994)       (69,886)       (1,111)             (1,025)         (81,105)           (70,911)
Share of loss in associate               (183)            (484)                    -                (183)                (484)
Finance Cost            (1,941)           (1,941)

                  -             660               1,042               660               1,042 
          72,960         92,358           206                    (2)          73,166             92,356 

Income tax expense              1,115         (5,244)              -                      -               1,115             (5,244)

          74,075         87,114           206                    (2)          74,281             87,112 

i) Insurance premiums

Gross 
written 

premium
Reinsurers 

premium

Net 
written 

premium
Gross written 

premium
Reinsurers 

premium
Net written 

premium
General insurance Birr Birr Birr Birr Birr Birr
Engineering           27,648       (15,672)       11,976             14,496           (5,304)               9,192 
Fire and burglary           48,254       (14,882)      33,372             37,028         (11,714)             25,314 
Liability             1,840              (96)        1,744                  928                (52)                  876 
Marine           13,402         (5,944)        7,458             17,697           (4,573)             13,124 
Motor         317,841       (32,351)    285,490           281,578         (23,428)           258,150 
Accident and health           14,907            (745)      14,162             12,630              (632)             11,998 
Pecuniary           46,398       (27,371)      19,027             62,604         (31,708)             30,896 
Workmen Compensation             7,726            (386)        7,340               7,031              (319)               6,712 
Others           17,837       (13,512)        4,325             10,058           (7,367)               2,691 

        495,853     (110,959)    384,894           444,050         (85,097)           358,953 

Gross 
written 

premium
Reinsurers 

premium

Net 
written 

premium
Gross written 

premium
Reinsurers 

premium
Net written 

premium
Life insurance Birr Birr Birr Birr Birr Birr
Endowement                  80                (4)             76                  (94)                   5                  (89)
Education                  16                (1)             15                    16                  (1)                    15 
Individual mortgage protection                252              (19)           233 
Group life             8,703         (3,449)        5,254               6,097              (309)               5,788 
Group medical                457              (23)           434               2,288              (114)               2,174 

            9,508         (3,496)        6,012               8,307              (419)               7,888 

Non- life Total

Life business- Includes life insurance policies with individual and corporate customers. This segment covers the protection of the Company’s customers against
the risk of premature death, disability, critical illness and other accidents. 

Life

Other operating and administrative expenses

The segment information provided by the Company's underwriting department for the reporting segments for the year ended 30 June 2020 is as follows:

Non- life Life Total

Premiums ceded to reinsurers

Change in unearned income (note 29)

Fee and commission income

Non- life (general) business- Includes general insurance transactions with individual and corporate customers. This segment covers the protection of customers’
assets (particularly their properties, both for personal and commercial business) and indemnification of other parties that have suffered damage as a result of
customers’ accidents. All contracts in this segment are short term in nature. 

The Company operates the following main business segments:

Segment information is presented in respect of the Company's business segments which represents the primary segment reporting format and is based on the
Company's management and reporting structure.

Revenue in these segments is derived primarily from insurance premium and investment income. Expenses for corporate units that render services for all business
segments are initially paid by the general business segment and transferred to other business units at cost price. The expenses are allocated based on service man
hours rendered by the corporate units to the various business segments. 

Decrease in individual life fund

 30 June 2020 

 30 June 2020 

Profit for the year

 30 June 2019 

Profit before income tax

 30 June 2019 
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 30 June 2020  30 June 2019 
Birr'000 Birr'000

6 Net premium

a Gross premium on insurance contracts
Life insurance                9,509                 8,307 
Non-life insurance            495,848             444,050 
Change in unearned premiums provision (note 29b)             (21,064)             (38,653)

Total gross premium            484,293             413,704 

b Premium ceded to reinsurers on insurance contracts

Life insurance                3,495                    429 
Non-life insurance             110,904               85,097 
Change in unearned premiums provision (note 29)               (8,787)               (9,827)

Total premium ceded to reinsurers            105,612               75,699 

Total net premium            378,681             338,005 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

7

Policy administration                6,884                 4,134 
Reinsurance commission income              25,102               18,876 

Total fees and commission income              31,986               23,010 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

8

a
Life insurance contracts                4,268                 8,263 
Non-life insurance contracts (note 29)            188,104             181,904 

Total claims expenses            192,372             190,167 

b Claims recovered from reinsurers

Life insurance contracts                      -                         -   
Non-life insurance contracts              21,468             119,320 

Total Claims expenses recoverable              21,468             119,320 

c Gross change in contract liabilities

Change in life insurance contract liabilities (note 29 c)                1,244                       -   
Change in non-life insurance contract outstanding claims provision (note 29a)              70,007             129,038 
Change in non-life insurance contract IBNR provision (note 29a)                6,107                 2,447 
(Losses)/ gains recognised as a result of liability adequacy test                3,902                 1,286 
Salvage recoveries                2,230                    994 
Total gross change in contract liabilities              83,489             133,765 

Net benefits and claims

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

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

Fee and commission income

Claims expenses
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d Change in contract liabilities ceded to reinsurers
Change in life insurance contract liabilities (note 29)                      -                         -   
Change in non-life insurance contract outstanding claims provision (note 29a)              30,750 
Change in non-life insurance contract IBNR provision (note 29a)               (1,277)               (1,758)
Total change in contract liabilities ceded to reinsurers              29,473               (1,758)

Net benefits and claims            326,802             441,494 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

9 Underwriting expenses

Commission paid               11,434                 8,917 
Other acquisition cost                      -                         -   
Change in deferred acquisition cost (note 24)               -1,154                   -575 

             10,280                 8,342 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

10
Available for sale:
Dividend income              18,794                 8,171 
Interest income               69,116               57,659 

Total investment income              87,910               65,830 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

11 Other operating income
Gain on disposal of property, plant and equipment 822                                        -   
Sundry income                7,075                    637 
Surrender charges and other contract fees                      -                        29 
Total other operating income 7,897                                  666 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

12 Other operating and administrative expenses
Rental expenses                3,365               19,188 
Repairs and maintenance                2,842                 2,661 
Stationery and office supplies                3,998                 3,092 
Auditor’s remuneration                    115                    280 
Legal and other professional fees                   671                    342 
Communication                      -                         -   
Donations                3,000                 3,736 
Fees and commission expenses                      -                         -   
Fuel and lubricants                4,404                 4,362 
Bank charges                   837                    580 
Depreciation on property and equipment                6,399                 6,354 
Impairment loss on insurance receivables                2,410                 1,563 
Advertisement                1,363                 1,587 
Subscription                   745                    261 
Amortisation of deferred charges                      -                         -   
Directors emoluments                1,047                    818 
Travel expenses                   912                    639 
Insurance cost                2,873                 2,201 
Other expenses                6,466                 5,024 
Lease Interest Expense                      -                      918 
Interest Expense                      -   
Lease holding land Amortization                   212 
Deperciation for ROU Asset              14,932 

             56,591               53,606 

Investment income
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 30 June 2020  30 June 2019 
Birr'000 Birr'000

13 Employee benefits expense 

Salaries and wages              62,965               55,649 
Medical expenses                1,248                    962 
Staff training                1,687                 1,460 
Defined contribution costs- employers' contribution                5,784                 5,094 
Defined benefit costs- severance pay                2,586                    953 
Other staff cost and allowances                6,835                 6,793 

81,105                           70,911 

 30 June 2020  30 June 2019 
Birr'000 Birr'000

14 Finance Cost
 Rent Lease- Interest Expense                1,259 -                    
Land Lease-Interest Expense                   682 -                    

1,941               -                    

 30 June 2020  30 June 2019 
Birr'000 Birr'000

15 Company income and deferred  tax
a Current income tax

Current year provision for taxation                      -                   4,647 
Deferred income tax/(credit) to profit or loss               (1,115)                    598 
Total charge to profit or loss (1,115)                              5,245 
Tax (credit) on other comprehensive income 0
Total tax in statement of comprehensive income (1,115)                              5,245 

b Reconciliation of effective tax to statutory tax

 30 June 2020  30 June 2019 
Birr'000 Birr'000

Profit before tax as per IFRS 73,166             92,356             
Add:
 Entertainment expense 1,860 1,075
Share of profit/ (loss) in associate 183                  484                  
Severance expense 2,586               953                  
Penality 66                    
Donation 2,000               
Depreciation of ROU for reporting purpose 14,932             
Depreciation for reporting purpose 6,399               6,356               
    28,026             8,868               
Less:
        Depreciation for tax purpose 6,776               6,412               
        Dividend income taxed at source 18,794             8,171               
        Interest income taxed at source 69,116             57,659             
Rent expense for tax purpose 16,192             
IBNR reserve difference between NBE & IFRS 12,911             13,492             

123,789           85,734             

Loss for tax purpose/Taxable profit (22,597)            15,490             

Provision for taxation -                   4,647               

 30 June 2020  30 June 2019 
c Current income tax liability Birr'000 Birr'000

Balance at the beginning of the year 4,647               10,227              
Charge for the year:
Education tax
Capital gains tax
Company Income tax expense -                                   4,647 
Prior year (over)/ under provision -                   (10,227)            
WHT Notes utilised
Payment during the year -4,647                                    -   

Balance at the end of the year -                                   4,647 

The tax on the Company’s profit before income tax differs from the theoretical amount that would arise using the statutory
income tax rate as follows:
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d Deferred income tax
 30 June 2020  30 June 2019  30 June 2018 

The analysis of deferred tax assets is as follows: Birr'000 Birr'000 Birr'000

To be recovered after more than 12 months 1,215                                 950                    763 
To be recovered within 12 months

1,215               950                                     763 
 30 June 2020  30 June 2019  30 June 2018 

The analysis of deferred tax liabilities is as follows: Birr'000 Birr'000 Birr'000
To be recovered after more than 12 months (2,598)                            (3,051)                 2,196 
To be recovered within 12 months

(2,598)              (3,051)                              2,196 

 At 1 July
 2019 

 Credit/ 
(charge) to 

profit or loss 

 Credit/ 
(charge) to 

equity 
 30 June

 2020 
Birr'000 Birr'000 Birr'000 Birr'000

Property, plant and equipment (3,051)        453                  -                   (2,598)              
Unrealised exchange gain -                   
Tax losses charged to profit or loss -                   
Post employment benefit obligation 950            662                  (397)                 1,215               
Total deferred tax assets/ (liabilities) (2,101)        1,115               (397)                 (1,383)              

 At 30 June
 2018 

 Credit/ 
(charge) to 

profit or loss 

 Credit/ 
(charge) to 

equity 
 30 June

 2019 
Birr'000 Birr'000 Birr'000 Birr'000

Property, plant and equipment (2,196)        (855)                 (3,051)              
Unrealised exchange gain -                   
Tax losses charged to profit or loss -                   
Post employment benefit obligation 763            257                  (70)                   950                  
Total deferred tax assets/(liabilities) (1,433)        (598)                 (70)                   (2,101)              

30 June 2020  30 June 2019 30 June  2018
Birr'000 Birr'000 Birr'000

16 Cash and bank balances

Cash in hand                5,074                3,427                    570 
Cash at bank            192,780            131,654               64,216 
Fixed time deposit with local banks            600,506            472,051             441,073 

798,359           607,132           505,859            

30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

Current            798,360            607,132             505,859 
Non- current                      -                        -                         -   

           798,360            607,132             505,859 

30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

Cash in hand 5,074                              3,427                    570 
Cash at bank 192,780                      131,654               64,216 

197,854                      135,081               64,786 

Cash and cash equivalents

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

Deferred income tax assets/(liabilities):

Deferred income tax assets/(liabilities):
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30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

17

Long term 16,283             16,694             15,287             
Short term 1,492               1,170               958                  

17,775                          17,864               16,245 
18 Investment securities

a Available for sale
Equity investments            121,952            103,023               83,653 

b Loans and receivables
Ethiopian Government saving bonds                3,331                3,327                 3,340 

 30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

Current              18,930              19,370               86,993 
Non- current            103,022              83,653                       -   

125,283           106,350           86,993              

c

Number of 
shares

Percentage of 
ownership

Number of 
shares

Percentage of 
ownership

Oromia International Bank 
S.C        56,184 1.9%              43,849 1.8%
Cooperative Bank of Oromia 
S.C        23,014 0.8%              19,519 1.0%

Elemo Kiltu Housing Project          1,000 1.8%                1,000 2.5%
Elemtu Integrated Milk 
Industry          1,050 1.6%                1,050 1.6%
TBO Printing and Publishing 
Company          7,594 2.2%                7,595 2.2%
OIB-ODA Real Estate Plc        10,000 19.8%              10,000 19.8%
Ethiopian  Re- Insurance        17,459 2.2%               14,611 1.5%
Sheger Micro finance S.C          1,000 6.5%                1,000 7.0%
ODA Integrated transport          4,400 2.4%                4,400 2.6%
sheger Smart City s.c             250 

     121,951            103,024 

These investments are unquoted equity securities measured at cost.

 30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

19 Insurance receivables

Due from contract holders              28,752              23,262               18,350 
Impairment loss on due from contract holders             -14,205             -11,795              -10,232 

Net amount 14,547             11,467              8,118                

 30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

Current              14,547               11,467                 8,118 
Non- current                      -                         -   

14,547                           11,467                 8,118 

a Impairment allowance on loans and receivables including insurance receivables

A reconciliation of the allowance for impairment losses is as follows:

The Company holds equity investments in the following entities;
30 June 2019

Loans and Recievables

This repesents loans granted to staff measured at market rate

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.

30 June 2020
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 30 June 2020  30 June 2019 
Birr'000 Birr'000

At 1 July               11,795               10,232 
Charge for the year (note 12)                2,410                 1,563 

At 30 June              14,205               11,795 

 30 June 2020  30 June 2019  30 June 2018 
Birr'000 Birr'000 Birr'000

20 Reinsurance assets 

Recoverable from reinsurers Claims              32,962              29,938               32,409 
Claims reported             118,067            160,497               64,530 
IBNR                 7,118                5,841                 4,083 
Unerned premium              51,236              42,448               32,621 

Gross reinsurance assets            209,383            238,671             133,643 
Prepaid re-insurance

           209,383            238,671             133,643 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Current            209,383            238,671             133,643 
Non- current                      -                        -                         -   

           209,383            238,671             133,643 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

21 Other assets

Other loans and receivables
Other account receivables                   771              12,393                 7,619 
Staff debtors                   163                   130                    185 

                  934              12,523                 7,804 
Other non financial assets

Prepaid staff expense                      -                        -                         -   
Prepayments for assets*              40,069              38,013               34,292 
Staff loan Discounted                      -                        -                   1,141 
Salvage property                     95                2,325                 3,319 
VAT Receivables                 3,211                      -                         -   
Withholding tax receivable                4,235                3,858                 7,067 
 Prepayments                3,275              12,660               11,149 
Supplies stock account                1,903                1,752                 1,779 

             52,788              58,608               58,747 
Gross amount              53,721              71,131               66,551 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Current              53,721              71,131               66,551 
Non- current                      -                        -                         -   

             53,721              71,131               66,551 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

22 Work in Progress

Head Quarter Construction Project              45,558                      -                         -   
IT Software Project              10,803                      -                         -   

             56,361                      -                         -   

The reinsurance assets represent the cedant's net contractual rights under a reinsurance contract. 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 is in respect of the reinsurance of investment contracts approximate fair value at the
reporting date.
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23 Right of use asset
 Biulding  Land  Total 

             18,969                5,928               24,897 
Additions              31,255                      -                 31,255 

                     -                        -                         -   

             50,224                5,928               56,152 

            (15,255)                  (212)             (15,467)

             34,969                5,717               40,685 

24 Deferred acquisition cost

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Fire                   847                   558                    506 
General accident                   137                     49                    144 
Motor                1,677                1,284                 1,248 
Marine                   215                   225                    219 
Engineering                1,168                   505                    559 
Public liability                      11                     36                      13 
Pecuniary                   750                   940                    403 
Worksmen compensation                   199                   190                    200 
Bond                     18                     80                       -   
Bulgary                      -                        -                         -   

                     -   
               5,021                3,867                 3,292 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Current                5,021                3,867                 3,292 
Non- current                      -                        -                         -   

               5,021                3,867                 3,292 
 30 June 2020  30 June 2019 

The movement in deferred acquisition costs is as follows: Birr Birr

At 1 July                3,867                 3,867 
Changes in deferred acquisition cost (note 9)                1,154                       -   
Amortised during the year                      -                         -   

At 30 June                5,021                 3,867 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

25 Investments in associates

The amounts recognised in statement of financial position
Gutu Oromia Business Share Company                4,063                4,245                 4,729 

 30 June 2020  30 June 2019 
Birr Birr

The amount recognised in statement of comprehensive income
Gutu Oromia Business Share Company                  (183)                  (484)

(i) Nature of relationship

Principal 
place of 
business

Year % of ownership 
interest

Measurement 
method

Ethiopia 2018 24% Equity
2019 24% Equity
2020 24% Equity

Gutu Oromia Business S.C

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

Gutu Oromia is a private company and there is no quoted market price available for its shares.

There are no contingent liabilities relating to the Company’s interest in the associate.

Right use asset as at  30 June 20

Gutu Oromia Business S.C. is an associate (the "associate") of the Company as at 30 June 2020, which, in the opinion of the
directors, is material to the Company. The associate has share capital consisting solely of ordinary shares, which are held directly
by the Company; the country of incorporation or registration is also its principal place of business.

Depreciated or Amortized during the year

Net Right use asset  as at 30 June 2020

Nature of Investment:

Reinstatement Balance  as at 1 July 2019

Re classification or Mesurement
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(ii) Summarised financial information of associate

Summarised statement of financial position  30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Assets
Non- current
Fixed assets 18,062             16,217             14,477             
Investments                9,230                9,230                 9,230 

Current 
Cash and cash equivalents                1,771                4,745                 1,025 
Other current assets (excluding cash)                 1,311                1,005                    702 
Total assets              30,373              31,197               25,434 

Liabilities
Current
Long term liabilities              19,246              19,480                 6,696 
Other current liabilities                   406                   162                    160 

Total liabilities              19,652              19,642                 6,856 

Net assets 10,722 11,555 18,578

 30 June 2020  30 June 2019 
Summarised statement of comprehensive income Birr Birr

Gross profit                      -                         -   

Operating expenses -762 -2,023
Total comprehensive income/(loss) for the year -762 -2,023

(iii) Reconciliation of carrying amount of associate
 30 June 2020  30 June 2019 

Birr Birr
Opening amount                4,245 4,729
Additional investment                      -   0
Share of loss                  (183)                  (484)
Carrying amount                4,062                 4,245 

 Motor 
vehicles 

Furniture, 
fittings and 
equipment

Computer amd 
Equipments  Total 

Birr Birr Birr Birr
26 Property, plant and equipment

Cost

As at 1 July 2018         48,935               11,260                4,067               64,262 
Additions           2,357                1,772                   562                 4,691 
Reclassifications                       -   
Disposals                 -                        -                        -                         -   
As at 30 June 2019         51,292              13,032                4,629               68,953 

As at 1 July 2019         51,292              13,032                4,629               68,953 
Additions         10,831                2,804                1,049               14,684 
Disposals            (878)                      -                        -                    (878)
Reclassification                 -                        -                        -                         -   
As at 30 June 2020         61,245              15,836                5,678               82,759 

Accumulated depreciation

As at 1 July 2018       (14,223)               (3,866)               (1,980)             (20,069)
Charge for the year         (4,645)               (1,186)                  (525)               (6,356)
Disposals                 -                        -                        -                         -   
As at 30 June 2019       (18,868)               (5,052)               (2,505)             (26,425)

As at 1 July 2019       (18,868)               (5,052)               (2,505)             (26,425)
Charge for the year         (4,415)               (1,382)                  (593)               (6,390)
Disposals              931                      -                        -                      931 
As at 30 June 2020       (22,352)               (6,434)               (3,098)             (31,884)

Gutu Oromia is a private company and there is no quoted market price available for its shares.

Set out below are the summarised financial information for Gutu Oromia which are accounted for using the equity method

The information above reflects the amounts presented in the financial statements of the associate (and not Oromia Insurance
share of those amounts).
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Net book value

As at 1 July 2018         34,712                7,394                2,087               44,193 
As at 30 June 2019         32,424                7,980                2,124               42,528 
As at 30 June 2020         38,893                9,402                2,580               50,874 

Cost Amortisation Net book value
Birr Birr Birr

27 Deferred charges

As at 1 July 2016                   703                  (314)                    389 
                  656                    (90)                    566 

As at 30 June 2017                1,359                  (404)                    955 
(1,359)              404                  (955)                 

As at 30 June 2018 -                   -                   -                   

28 Statutory deposit

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

General              49,873              36,444               22,891 
Life                 2,325                2,250                 2,250 

Statutory deposit              52,198              38,694               25,141 

 30 June 2020  30 June 2019  1 July 2018 
Birr Birr Birr

Current              13,504         13,553.00                 4,413 
Non- current              38,694              25,141               20,728 

             52,198              38,694               25,141 
The movement during the year is as follows:

 30 June 2020  30 June 2019 
Birr Birr

At 1 July 38,694                           25,141 
Additions 13,504                           13,553 
Interest receivable                       -   

At 30 June              52,198               38,694 

29 Insurance contract liabilities  30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Gross

Non- life insurance contracts:

– Claims reported and loss adjustment expenses            452,920            382,913             253,875 
– Claims incurred but not reported IBNR              31,469              25,362               22,915 
– Unearned premiums (note a)                      -                         -   
Outstanding claims provision            484,389            408,275             276,790 
– Unearned premiums            254,959            233,895             195,241 
– Unallocated loss adjustment expense              12,108                8,206                 6,920 

           751,456            650,377             478,951 
Life insurance contracts:

Life Insurance Fund                   600                   772                 1,814 
 Outstanding claims provision                1,303                     59                      59 

           753,359            651,208             480,824 
Recoveries from salvage property                       -   
Total insurance liabilities, gross 753,359                      651,208             480,824 

Reinsurers assets

Non- life insurance contracts:

– Claims reported and loss adjustment expenses             118,067            160,497               64,530 
– Claims incurred but not reported 7,118                               5,841                 4,083 
Outstanding claims provision            125,185            166,338               68,613 
– Unearned premiums (note ii)              51,236              42,448               32,621 
– Provision for premium deficiency

Total reinsurers’ share of insurance liabilities 176,421           208,787           101,234            

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 is transferred to Ethiopian Government Saving Bond for the acqusition of Great Renaissance dam.
The Bonds bears interest income of 8% per annum.

Additions/(amortisation)

Additions/(amortisation)
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Net

Non- life insurance contracts:

– Claims reported and loss adjustment expenses            334,853            222,416             189,345 
– Claims incurred but not reported              24,351              19,521               18,832 
Outstanding claims provision            359,204            241,937             208,177 
– Unearned premiums (note ii)            203,723            191,447             162,620 
– Unallocated loss adjustment expense              12,108                8,206                 6,920 

Total Non- life insurance contracts            575,035            441,590             377,717 

Life insurance contracts:

600                                    772                 1,814 
– Outstanding claims provision                1,303                     59                      59 

Total insurance contract liabilities, net            576,938            442,421             379,590 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

 
Current            575,035            441,590             377,717 
Non- current                1,903                   831                 1,873 

576,938                      442,421             379,590 

a Non- life insurance contracts:

Birr Birr Birr Birr Birr Birr
Gross Reinsurance Net Gross Reinsurance Net

i)

At 1 July      408,275          (166,338)       241,937            408,275             (68,613)             339,662 
Notified claims        70,007             42,430       112,437            129,038             (95,967)               33,071 
IBNR          6,107              (1,277)           4,830                2,447               (1,758)                    689 
At 30 June      484,389          (125,185)       359,204            539,761           (166,338)             373,422 

At 1 July      408,275          -166,338       241,937            408,275             (68,613)             339,662 
Cash paid for claims settled 
in year     (188,104)             21,468     (166,636)           (181,904)              51,064           (130,840)

– Arising from current- year 
claims      288,862            (21,468)       267,394            203,370             119,320             322,690 
– Arising from prior-year 
claims      108,290              (1,277)       107,013            108,290               (1,678)             106,612 

     617,323          -167,615       449,709            538,031            100,093             638,124 

Notified claims 452,920              (118,067)       334,853 382,913                     (160,497)             222,416 
31,469                    (7,118)         24,351 25,362                           (5,841)               19,521 

At 30 June      484,389          -125,185       359,204            408,275           (166,338)             241,937 

b

 30 June 2020 
Gross Reinsurance Net

Birr Birr Birr
Fire and burglary               11,871                6,938                 4,933 
Motor              24,166                9,698               14,468 
Marine $ GIT                   498                1,813               (1,315)
Work'smen compensation                6,955                   181                 6,774 
Group's personal accident            151,865                   592             151,273 
Enginnering               11,838                 6,117                 5,721 
Liability              31,374                     28               31,346 
Pecuniary                3,626              15,933             (12,307)
Micro              12,765                9,935                 2,830 

           254,958              51,235             203,723 

 30 June 2019 

Increase in liabilities:

The gross and net provisions for unearned premiums are disclosed below:

Provisions for unearned premiums

Movements in insurance liabilities and reinsurance assets:

IBNR

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. 

– Life insurance fund

Outstanding claims provision

 30 June 2020 
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 30 June 2019 
Gross Reinsurance Net

Birr Birr Birr
Engineering              19,925                5,936               13,989 
Fire and burglary            137,328                7,098             130,230 
Liability                8,953                1,807                 7,146 
Marine                3,296                   133                 3,163 
Motor                9,158                   458                 8,700 
Accident and health                6,470                2,414                 4,056 
Pecuniary                   415                     26                    389 
Workmen Compensation              42,230              19,817               22,413 
Others                 6,119                4,759                 1,360 

           233,894              42,448             191,446 

Gross Reinsurance Net
Birr Birr Birr

Engineering              14,267                4,030               10,237 
Fire and burglary            125,913                6,483             119,430 
Liability                7,173                1,646                 5,527 
Marine                3,203                   163                 3,040 
Motor                8,550                   426                 8,124 
Accident and health                8,615                3,488                 5,127 
Pecuniary                   140                       7                    133 
Workmen Compensation              24,677              13,410               11,267 
Others                2,703                2,968                   -265 

           195,241              32,621             162,620 

Birr Birr Birr Birr Birr Birr
Gross Reinsurance Net Gross Reinsurance Net

At 1 July      254,958            (51,235)       203,723            195,241              32,621             227,862 
       21,064              (8,787)         12,277              38,653               (9,827)               28,826 

At 30 June      276,022            -60,022       216,000            233,894              22,794             256,688 

c
 30 June 2020  30 June 2019 

i) Birr Birr

                  772                 1,814 

                  486 

Net premiums received (note 6)                6,014                 7,878 
- Interest income savings                1,204                 1,903 
Other income                     91 
Claims paid (note 8)               (4,268)               (8,263)
Claims recovered from reinsurers (note 8)                      -                         -   
Management expenses               (1,578)               (1,687)
Net commission paid/ (received)                  (877)                  (873)
Changes in outstanding claim (note ii)               (1,244)                       -   

                 (658)               (1,042)

                  600                    772 

The Company did not cede any of these liabilities to its reinsurers.

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Actuarial liabilities                5,069                1,203                 2,968 
Actuarial surplus/ (deficit)               (4,411)               (1,277)
Life fund                   658                   772                 1,814 

 30 June 2020  30 June 2019 
Birr Birr

ii)

               1,303                      59 
                     -                         -   

               1,303                      59 

As at 30 June

Changes in outstanding claim (note 8)

Outstanding claims provision

These provisions represent the liability for short-term insurance contracts for which the Company’s obligations are not expired at 
year-end. 

At 1 July

Change in unearned income

The Company carried out an actuarial valuation to determine the actuarial liabilities for its life fund as at the reporting date.

 The results of the actuarial valuation are summarised below

As at 30 June

Decrease in individual life fund (income statement)

Life insurance fund

Life insurance contracts:

 30 June 2019 

 30 June 2018 

Changes in Life fund

At 1 July

 30 June 2020 
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 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

30 Insurance payables

Payable to reinsurers- General              30,598              34,881               48,041 
Payable to reinsurers- Life                2,560                1,308                 2,130 
Due to brokers and agents                   179                     44                      60 

             33,337              36,233               50,231 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Current              33,337              36,233               50,231 
Non- current                      -                        -                         -   

             33,337              36,233               50,231 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

31 Other liabilities
Financial liabilities

Payable to shareholders              12,756               11,311                 8,233 
Payable to office fund                   534                1,300                 1,383 
Payable to directors                      -                        -                         -   
Directors' Share in Net Profit                1,350                1,350 

             14,640              13,961                 9,616 

       Non financial liabilities

Deferred income              14,921              12,604               10,319 
Withholdings tax payable                   561                   267                    325 
Pension fund payable                   823                   705                    543 
Provident fund payable                      -                        -1                        1 
Income tax payable                1,251                1,063                    874 
Other payables              14,971                8,781                 5,466 
Accruals               11,481              22,408               14,105 
Value Added Tax (VAT)                   874                     54                        2 
Provision for bonus                8,460                8,443                 9,383 
Dividend tax payable                1,072                     68                    825 

                     -   
             54,414              54,392               41,843 

             69,054              68,353               51,459 

 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

Current              69,054              68,353               51,459 
Non- current                      -                        -                         -   

             69,054              68,353               51,459 

32 Defined benefit obligations

The carrying amounts disclosed above approximate fair value at the reporting date. All amounts payable on direct insurance 
business are payable within one year.

The Company operates an unfunded severance benefit plan for its employees who have served the Company and are below the
retirement age (i.e. has not met the requirement to access the pension fund). The Severance Benefit Entitlement is provided
under the Proclamation No. 377/2003. 

Description of the plan:
If an employee is terminated due to redundancy, in the first year, the pay is thirty times the average daily wages of the last week
of service. If less than one year service, severance pay is calculated in proportion to the period of service . 
For more than one year service, payment is increased by a third of the benefit for every additional year of service provided that
the total amount does not exceed twelve month’s wage of the employee. 

This benefit is also entitled to employees in the event of death in service, voluntary resignation and disability after 5 years of
service.

Key Risks
The key risks associated with the severance benefit entitlement are as follows:
1. The benefits are linked to salary and consequently have an associated risk to increases in salary.
2. The benefits are defined as per the Labour Proclamation. Amendments to the Labour Proclamation could change these benefits 
and materially change the costs of the Company.
3. The severance benefit is unfunded with no separate assets, investment risk would therefore not arise.
4. Severance benefits is payable where an employee’s contract of employment is terminated by the initation of the employer
against the provision of Law. The actual cost to the Company of the benefits is therefore subject to the demographic movements
of employees.
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 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

A Liability recognised in the financial position
Severance pay                4,048                3,165                 2,544 

 30 June 2020  30 June 2019 
B Amount recognised in the profit or loss Birr Birr

Current service cost 1,494               598                   
Interest cost 503                  355                   
Past Service Cost 590                  

               2,587                    953 

 30 June 2020  30 June 2019 
C Birr Birr

                     -                         -   
              (1,324)                  (236)

Tax credit /(charge)                      -                         -   

              (1,324)                  (236)

The movement in the defined benefit obligation over the years is as follows:
 30 June 2020  30 June 2019 

Birr Birr
               3,165                 2,510 

Current service cost                1,494                    598 
Interest cost                   503                    355 

              (1,324)                  (236)
Past Service Cost                   590 
Benefits paid                  (379)                    (62)

As at 30 June                4,049                 3,165 

D Assumptions
The significant actuarial assumptions were as follows:

i) Financial assumption: long term average
 30 June 2020  30 June 2019  30 June 2018 

Discount rate (p.a) 14.25% 12.75% 12.75%
12% 12% 12%

ii) Mortality in Service

Age
 Male  Female 

20 11% 11%
25 11% 11%
30 12% 11%
35 13% 12%
40 19% 15%
45 33% 23%
50 60% 42%
55 104% 75%
60 172% 127%

iii)

Change in 
assumption

Impact of an 
increase 

Impact of a 
decrease 

Impact of an 
increase 

Impact of a 
decrease 

Percentage Birr Birr Birr Birr
Discount rate 1% change 2,337         2,711                              1,914                 2,211 
Salary increase rate 1% change 2,711          2,334                              2,212                 1,911 

Remeasurement (gains)/losses arising from changes in demographic assumptions
Amount recognised in other comprehensive income:

Remeasurement (gains)/losses arising from changes in the financial assumptions

The sensitivity of the overall defined benefit liability to changes in the weighted principal assumption is:

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

The above sensitivity analysis is based on a change in an assumption while holding all other assumptions constant. In practice,
this is unlikely to occur and changes in some of the assumptions may be correlated. When calculating the sensitivity of the
defined benefit obligation to significant actuarial assumptions the same method (present value of the defined benefit obligation
calculated with the projected unit credit method at the end of the reporting period) has been applied as when calculating the
pension liability recognised within the statement of financial position.

The withdrawal rates are believed to be reasonably representative of the Ethiopian experience. The valuation assumed that
resignation rates decrease by 1% for each age from 15% at age 20 (and below) to 0% at age 60.

 Impact on defined benefit obligation 
 30 June 2020  30 June 2019 

Withdrawal from Service

 Mortality rate 

Average Rate of Inflation  (p.a)

The rate of mortality assumed for employees are those according to the A1949/52 as published by the Institute of Actuaries.
These rates combined are approximately summarized as follows:

At 1 July

Remeasurement (gains)/ losses

Future salary increase (p.a)
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 30 June 2020  30 June 2019  30 June 2018 
Birr Birr Birr

33 Ordinary share capital

Authorised:
250,000 ordinary shares of Birr 1000 each            500,000            250,000             250,000 

Issued and fully paid:
Non- life business 385,404           235,000                       181,406 
Life business 15,000                          15,000               15,000 

Ordinary shares of Birr 1000 each            400,404            250,000             196,406 

Share premium                   579                   579                    579 

Share premium represents the excess of contributions received over the nominal value of shares issued.
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34 Earnings per share

 30 June 2020  30 June 2019 
Birr'000 Birr'000

Profit attributable to shareholders             74,281              87,112 

Weighted average number of ordinary shares in issue           326,273           222,608 

Basic & diluted earnings per share (Birr)                 0.23                 0.39 

30 June 2020  30 June 2019 
Birr'000 Birr'000

35 Retained earnings

1 July             62,377             64,332 
Profit for the year             74,281              87,112 
Retained earnings Adjustment                  616 
Other comprehensive income (Brought forwad)                  280 
Other comprehensive income (current)                  927                  165 
Dividend paid            (62,377)            (60,646)
Transfer to legal reserve              (7,428)              (8,711)
Transfer to other reserve              (3,714)              (4,356)
Transfer to regulatory risk reserve            (13,492)
Directors' share of profit              (1,350)              (1,350)
Directors' share of profit Paid                 (677)

30 June              63,611             62,377 

30 June 2020  30 June 2019 
Birr'000 Birr'000

36 Legal reserve

1 July             34,400             25,689 
Transfer from retained earnings               7,428                8,711 

30 June             41,828             34,400 

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.

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 2020:nil, 1 July 2019: nil), hence the basic and diluted loss per share have the same value.

The Company maintains legal reserve in accordance with the provisions of the NBE Directive No. SBB/4/95 which
requires the Company to transfer annually 10% of its annual net profit to its legal reserve account.
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 30 June 2020  30 June 2019 
Birr'000 Birr'000

37 Other reserve

1 July             15,395              11,039 
Transfer from retained earnings               3,714               4,356 

30 June             19,109             15,395 

 30 June 2020  30 June 2019 

Birr'000 Birr'000

35 Regulatory Risk Reserve
IBNR Reserve asper NBE             37,262             33,013 
IBNR Reserve asper Actuarials             24,351             19,521 
amount transferred  to Regulatory Risk reserve 12,911             13,492            

The regulatory risk reserve is a non distributable reserves arised when IBNR reserve asper NBE is in excess of
IBNR reserve as per IFRS

The other reserve is a non-distributable reserves required to be kept as agreed at the Company's annual general
meeting. The reserve is 5% of the net profits at the end of each year before distribution to the Company's
shareholders.



81

OROMIA INSURANCE COMPANY S.C.
ANNUAL IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020 
NOTES TO THE FINANCIAL STATEMENTS 

OROMIA INSURANCE COMPANY S.C. ANNUAL REPORT 2019/20

 30 June 2020  30 June 2019 
Notes Birr'000 Birr'000

38 Cash generated from operating activities

                  73,166               91,332 

Adjustments for non- cash items:
Depreciation of property, plant and equipment                    26                     6,390                 6,356 
Interest received                    10                 (69,116)              (57,659)
Dividend income                    10                 (18,794)                (8,171)
Amortisation of deferred charges                    27                          -   
Gain/ (loss) on disposal of property, plant and equipment 11                      (822)                       -   
Impairment loss on insurance receivables                    19                     2,410                 1,563 
Retirement benefit obligations                    32                        883                    621 
Share of loss from associate                    25                        183                    484 

Changes in working capital:
-Increase in insurance receivables                   (5,490)                (4,912)
-Decrease in reinsurance assets                   29,288            (105,028)
-Increase in other receivables and prepayments                   17,495                (6,186)
-Increase in deferred acquisition cost                   (1,154)                   (575)
-Increase in Work in Progress                 (49,291)
-Increase in deferred charges                          -    - 
-Increase in statutory deposit                 (13,504)              (13,553)
-Increase in insurance contract liabilities                 102,152             170,384 
-Decrease in insurance payables                   (2,896)              (13,998)
-Increase in other payables                        (80)                16,114 

                  70,820               76,772 
39 Related party transactions

a Key management compensation

 30 June 2020  30 June 2019  June 2018 
Birr'000 Birr'000 Birr'000

Salaries and other short-term employee benefits               7,977                     6,647                 5,984 

              7,977                     6,647                 5,984 

40 Contingent liabilities

Claims and litigation

41 Commitments

 lease commitments - Company as lessee

(a)Finance lease

 Biulding  Land  Total 

            18,316                     5,928               24,244 
Additions             31,920                          -                 31,920 

                    -                            -                         -   

            50,236                     5,928               56,164 

           (27,305)                      (212)              (27,516)

            22,931                     5,717               28,647 

 30 June 2020  30 June 2019  June 2018 
Birr'000 Birr'000 Birr'000

Rental expenses 3,365 0 0
Total               3,365                          -                         -   

42 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 2019 and on the profit for the period ended on that date, which have not been

adequately provided for or disclosed.

lease payment under non -cancellable finance leases are as follows

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 25 and are believed to be adequate based on known facts and current law.

(b) Operating lease (short term leases)

lease payment under non -cancellable Operating leases are as follows

The Company leases various properties under non-cancellable lease agreements. The lease terms are between two to five years
and 30 years for land holding lease of head Quarter project. Majority of these lease agreements are renewable at the end of the
each lease period at market rate.leases thoses their terms are above 12 months are treated as finance lease asper IFRS 16
standards where as lease terms less than 12 months continued as opearting lease.

The future aggregate minimum lease payments under non-cancellable financing and operating leases are as follows:

Net lease liability as at 30 June 2020

Reinstatement Balance  as at 1 July 2019

Re classification or Mesurement

Gross lease liability as at  30 June 20

Lease paid during the year

Key management has been determined to be the members of the Board of Directors and the Executive Management of the
Company. The compensation paid or payable to key management for is shown. There were no sales or purchase of goods and
services between the Company and key management personnel as at 30 June 2020.

The Company is 33.5% owned by Share Companies, 59% by individuals, 5% by Sisay Tesfaye Bekele and 2.5% by Bahiru
Abreham

No transactions were entered into with related parties.

Profit before income tax
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 30 June 2020  30 June 2019 
Notes Birr'000 Birr'000

38 Cash generated from operating activities

                  73,166               91,332 

Adjustments for non- cash items:
Depreciation of property, plant and equipment                    26                     6,390                 6,356 
Interest received                    10                 (69,116)              (57,659)
Dividend income                    10                 (18,794)                (8,171)
Amortisation of deferred charges                    27                          -   
Gain/ (loss) on disposal of property, plant and equipment 11                      (822)                       -   
Impairment loss on insurance receivables                    19                     2,410                 1,563 
Retirement benefit obligations                    32                        883                    621 
Share of loss from associate                    25                        183                    484 

Changes in working capital:
-Increase in insurance receivables                   (5,490)                (4,912)
-Decrease in reinsurance assets                   29,288            (105,028)
-Increase in other receivables and prepayments                   17,495                (6,186)
-Increase in deferred acquisition cost                   (1,154)                   (575)
-Increase in Work in Progress                 (49,291)
-Increase in deferred charges                          -    - 
-Increase in statutory deposit                 (13,504)              (13,553)
-Increase in insurance contract liabilities                 102,152             170,384 
-Decrease in insurance payables                   (2,896)              (13,998)
-Increase in other payables                        (80)                16,114 

                  70,820               76,772 
39 Related party transactions

a Key management compensation

 30 June 2020  30 June 2019  June 2018 
Birr'000 Birr'000 Birr'000

Salaries and other short-term employee benefits               7,977                     6,647                 5,984 

              7,977                     6,647                 5,984 

40 Contingent liabilities

Claims and litigation

41 Commitments

 lease commitments - Company as lessee

(a)Finance lease

 Biulding  Land  Total 

            18,316                     5,928               24,244 
Additions             31,920                          -                 31,920 

                    -                            -                         -   

            50,236                     5,928               56,164 

           (27,305)                      (212)              (27,516)

            22,931                     5,717               28,647 

 30 June 2020  30 June 2019  June 2018 
Birr'000 Birr'000 Birr'000

Rental expenses 3,365 0 0
Total               3,365                          -                         -   

42 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 2019 and on the profit for the period ended on that date, which have not been

adequately provided for or disclosed.

lease payment under non -cancellable finance leases are as follows

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 25 and are believed to be adequate based on known facts and current law.

(b) Operating lease (short term leases)

lease payment under non -cancellable Operating leases are as follows

The Company leases various properties under non-cancellable lease agreements. The lease terms are between two to five years
and 30 years for land holding lease of head Quarter project. Majority of these lease agreements are renewable at the end of the
each lease period at market rate.leases thoses their terms are above 12 months are treated as finance lease asper IFRS 16
standards where as lease terms less than 12 months continued as opearting lease.

The future aggregate minimum lease payments under non-cancellable financing and operating leases are as follows:

Net lease liability as at 30 June 2020

Reinstatement Balance  as at 1 July 2019

Re classification or Mesurement

Gross lease liability as at  30 June 20

Lease paid during the year

Key management has been determined to be the members of the Board of Directors and the Executive Management of the
Company. The compensation paid or payable to key management for is shown. There were no sales or purchase of goods and
services between the Company and key management personnel as at 30 June 2020.

The Company is 33.5% owned by Share Companies, 59% by individuals, 5% by Sisay Tesfaye Bekele and 2.5% by Bahiru
Abreham

No transactions were entered into with related parties.

Profit before income tax
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3       CHEFFE BRANCH oic011oic@gmail.com +251 - 115 - 527 - 271 +251-9-29-90-75- 01 Flamingo Area

4      KERSA BRANCH oic19oic@gmail.com +251 - 115 - 571 - 286 +251-9-29-90-75-19 Kazanchis Oda Tower

5     HEAD OFFICE oic18oic@gmail.com +251 - 115 - 528 - 557 +251-9-29-90-75-18 Bole, Africa Avenue

6      DOKA  BORA BRANCH oic20oic@gmail.com +251 - 116 - 630 - 208 +251-9-29-90-75-20 Megenagna, Derartu Building

7       MERKATO BRANCH oic21oic@gmail.com +251 - 112 - 758 - 502 +251-9-29-90-75-21 Infront of bus station 

8       WADESSA BRANCH oic222oic@gmail.com +251 - 111 - 118 - 404 +251-9-29-90-75-22 Tewodros Square Area

9       BIRBIRSSA BRANCH oic23oic@gmail.com +251 - 112 - 130 - 111 +251-9-29-90-75-23 Merkato Bombi Tera Area

10    BULBULA BRANCH oic244oic@gmail.com +251 - 114 - 430 - 181 +251-9-29-90-75-24 Saris Adey Abeba Area

11    DOLLO BIDDENA BRANCH oic255oic@gmail.com +251 - 114 - 168 - 956 +251-9-29-90-75-25 Meskel Flower Area

12    GERJI BRANCH oic26oic@gmail.com +251 - 116 - 394 - 037 +251-9-29-90-75-26 Gerji Area

13    GOFA oic27oic@gmail.com +251 - 114 - 161 - 122 +251-9-29-90-75-27 Gofa Area

14      GULELE BRANCH oic28oic@gmail.com +251 - 112 - 595 - 577 +251-9-29-90-75-28 Gullele Area

15    JAMO BRANCH oic29oic@gmail.com +251 - 113 - 480 - 293 +251-9-29-90-75-29 Ayer Tena Area

16    KOLFE BRANCH oic30oic@gmail.com +251 -112 - 791 - 432 +251-9-29-90-75-30 Kolfe Atena Tera Area

17   EJERSA BRANCH oic16oic@gmail.com +251 - 116 - 392 - 252 +251-9-29-90-75-16 Bole Medhanialem Area

18    MUDA BRANCH oic06oic@gmail.com +251 - 115 - 573 -103 +251-9-29-90-75-06 Lideta Area

19   KALITY BRANCH oic077oic@gmail.com +251 - 114 - 715 - 279 +251-9-29-90-75-07 Kality area

20 CHALCHALI oic129oic@gmail.com 251 - 113 - 810- 216 251-9-29-90-75-12 Bisirete Gebriel Area

21 LEBU oic11loic@gmail.com 251 - 114 - 625 - 288 251-9-29-90-75-11  Lebu Area

22 Figa oic13oic@gmail.com 251 - 116 - 683 - 352 251-9-29-90-75-13 CMC Area

23 Tulu Meti oic14oic@gmail.com 251 - 113 - 697 - 144 251-9-29-90-75-14 Betel Area

CITY BRANCHES

S/N NAME OF DEPARTMENT TELEPHONE Fax P.O. BOX

1 CEO office +251 – 115 - 572 – 121 +251- 115 -572- 122 10090

2 Chief Operating office +251 – 115 – 572– 058 10090 

3 Chief Corporate & Resource office +251 – 115 – 572-143 10090

4 Legal Services +251 – 115 – 572 – 060 10090

5 Internal Auditor +251-   115 -  572 _138 10090 

6 SP & Marketing Dep 't +251 – 115 – 572– 152 10090

7 Compliance and Risk Mang't Division +251 -115 - 572 - 141 10090 

8 Claims Division +251-115  -589 -676 +251- 115 -572- 116 10090 

9 Engineerind Division +251-115-572-136 10090 

10 Life Dep 't +251-115-585-625 10090 

11 Reinsurance Division +251-115-572-118 10090 

12 Microinsurance Dep 't +251-115-588-581 10090 

13 IT Dep't +251-115-572-114 10090 

14 Finance & Investment Dep 't +251-115-572-027 10090 

15 HR & FM Dep 't +251-115-572-086 +251- 115 -585- 503 10090 

HEAD OFFICE WORK UNITS' ADDRESS



CONTACT OFFICE ADDRESS
S/N Name of Contact Office Telephone  Mobile Fax Name of Contact person 

1 CHIRO +251- 255 – 512 - 265 - +251 - 255 – 512 - 265 Mohemmed Abrahim

2 YABELLO +251 -464–461- 231 -   +251–464  - 461 - 173 Isak Hussen

3 GEFERSA BURAYYU  +251  - 112  - 625 - 025 - +251 – 112 – 625 - 108 Lemessa Bane

4 MOJO +251 – 222 – 360 -275 - +251 – 222 – 360 -273 Tesfaye Midaksa

5 MAKI +251 – 221 – 182 - 006 - +251 – 221 – 821-556 Huluka Dadi

6 HOLTA +251 – 221 – 182 - 007 - +251 - 112 - 410 - 018 Tolosa waketola

7 KEMISE +251 - 335 - 541 - 859 - +251 - 335 - 541 - 909 Ali Dero

No. BRANCH NAME Gmail Address Telephone Mobile location 

24    AMBO BRANCH oic322oic@gmail.com +251- 112 - 366 - 414 +251-9-29-90-75-32 Ambo Town

25   WOLISO BRANCH oic33oic@gmail.com +251 - 113 - 413- 511 +251-9-29-90-75-33 Woliso Town

26    ADAMA BRANCH oic31oic@gmail.com +251 - 221 - 119 -187 +251-9-29-90-75-31 Adama Town

27    DIRE DEWA BRANCH oic38oic@gmail.com +251 - 251 - 110 - 647 +251-9-29-90-75-38 Dire Dawa Town

28    JIMMA BRANCH oic34oic@gmail.com +251 - 471 - 115 - 224 +251-9-29-90-75-34 Jimma Town

29    NEKEMTE BRANCH oic35oic@gmail.com +251 - 576 - 616 - 680 +251-9-29-90-75-35 Nekemte Town

30    HAWASSA BRANCH oic58oic@gmail.com +251 - 462 - 201 - 008 +251-9-29-90-75-58 Hawassa Town

31    SHASHEMENE BRANCH oic39oic@gmail.com +251 - 461 - 102- 190 +251-9-29-90-75-39 Shashemene Town

32    MEKELLE BRANCH oic74oic@gmail.com +251 - 344 - 408 - 371 +251-9-29-90-75-74 Mekele Town

33   BISHOFTU BRANCH oic75oic@gmail.com +251 - 114 - 370 - 439 +251-9-29-90-75-75 Bishoftu Town

34    BAHIR DAR BRANCH oic000oic@gmail.com +251 - 582 - 208 - 360 +251-9-29-90-75-00 Bahirdar Town

35    DESSIE BRANCH oic76oic@gmail.com +251 - 333 - 111 - 065 +251-9-29-90-75-76 Dessie Town

36   GHIMBI BRANCH oic04oic@gmail.com +251 - 557 - 710 -344 +251-9-29-90-75-04 Gimbi Town

37  BALE ROBE BRANCH oic03oic@gmail.com +251- 223 - 318 - 214 +251-9-29-90-75-03 RobeTown

38    ASSELA BRANCH oic02oic@gmail.com +251- 223 - 318 - 214 +251-9-29-90-75-02 Asela Town

39    LAGETAFO BRANCH oic09oic@gmail.com +251 - 116 - 679 - 985 +251-9-29-90-75-09 Lagatafo legedadi

40   BURAYU BRANCH oic08oic@gmail.com +251 - 112 - 601 - 934 +251-9-29-90-75-08 Burayu Ashewa Meda

41    SEBETA BRANCH oic05oic@gmail.com +251 - 113 - 679 - 875 +251-9-29-90-75-05 Sebeta Town

42   METTU BRANCH oic100oic@gmail.com +251 - 471 - 410 - 018 +251-9-29-90-75-10 Mettu Town

43 BULE HORA oic98bh@gmail.com +251-226 – 650-375 +251-9-29 - 90-72-98 Bule Hora Town

UPCOUNTRY BRANCHES



MAJOR TYPES OF INSURANCE PRODUCTS
Oromia Insurance Company provides General and Long Term Insurance Services.

They are :-

NON-LIFE

�� All Risks Insurance

�� Burglary and House Breaking 

Insurance

�� Bonds

�• Performance bond

�• Supply bond

�• Customs bond

�• Bid bond

�• Maintenance bond

�• Advance payment bond 

�• Retention and release bond

�� Condominium Insurance

�� Consequential Loss 

�� Engineering

�• Boiler Insurance

�• Contractors All Risks Insurance

�• Contractors Plant & Machinery 
Insurance

�• Deterioration of Stock Insurance

�• Erection All Risks Insurance

�• Electronic Equipment Insurance

�• Machinery Breakdown Insurance

�• Machinery Loss of Profit Insurance

�� Fidelity Guarantee Insurance

�� Fire and Allied Perils 
Insurance

�� Goods-in-Transit

�� Horticulture-plantation 
Insurance

�� Inland Carriers Liability 
Insurance

�� Marine Cargo Insurance

�� Money Insurance

�� Motor Insurance

�� Personal/ Group Personal 
Accident Insurance

�� Plate Glass Insurance

�� Product Liability Insurance

�� Professional Indemnity 
Insurance

�� Public Liability Insurance

�� Warehouse Operators Liability 
Insurance

�� Workmen’s Compensation 
Insurance

�� Travel Health Insurance for 
Travelers

LIFE INSURANCE

MICROINSURANCE

AGRICULTURAL INSURANCE

KAAMPAANII INSHURAANSII OROMIYAA W.A.
ኦሮሚያ ኢንሹራንስ ኩባንያ አ.ማ. 

OROMIA INSURANCE COMPANY S.C.
Where Passion, Experience and Dedication meet!

All Insurance Service Under One Roof:
Llfe      l    Non -Life    l     Microinsurance     l     Agricultural Insurance

Tel: +251 11 557 2121  |   Fax: +251 11 557 2122   |    P.O.Box: 10090, Addis Ababa, Ethiopia
Email: oromiainsurance@ethionet.et   |    website: www.oromiainsurancecompany.com.et
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