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CHAIR 
PERSON’S 
STATEMENT 

Dear valued Shareholders, 

I am pleased to welcome you all our esteemed 
shareholders to the 10th Regular and 8th Extraordinary 
Annual General Meetings of Shareholders of Lucy 
Insurance Share Company.

First of all, I would like to express my heartfelt 
gratitude to you all, for being with us in our journey 
and throughout the year. It’s also with great honor that 
I on behalf of the board of Directors, present to you the 
Annual Report and audited financial statements of the 
company for the financial year ended June 30, 2022.  

In reality, the year ended was critical due to various external factors ranging from the pandemic 
to Ukraine war contributing their share for the weak global economic growth. Similarly, there 
are a lot of challenges witnessed during the year in our country including war, inflation and 
exchange rate instabilities. Despite such challenging business environment; however, we 
are tremendously pleased to report a commendable performance in many fronts. Unlike the 
record in the past fiscal year and as promised during our previous shareholders meeting, we 
have delivered a notable profit record of Birr 39 million during the fiscal year ended June 30, 
2022.  Such success history is revealed thanks to the joint effort of the Board, Management, 
staff and stakeholders of our company. In addition, the effort to increase direct premium 
earning, control of expenses and institute prudent underwriting measures contributed a 
major share for the positive record during the ended fiscal year.

Our market share continued to grow and our revenue earning also revealed a significant 
growth of 33% from the past year yielding a net premium of Birr 115.5 million after 
reinsurance cession.

Due to the disciplined risk management and ability to price risks correctly, we are able to 
maintain a core underwriting profitability. We have observed a significant improvement 
on our claims ratio, which is managed to be reduced to 37 % in 2022 from 78% in 2021. 
Consequently, the underwriting result earned in the year remarkably elevated by 506 % 
which by far exceeded the 39% growth rate of the past fiscal year.

We have also made our investment portfolio diversified and, in a way, to place its share in 
the growth of the total income of the company. Investment income grew by 40% within a 
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year. Lucy also continued to maintain expense discipline that witnessed a growth of 19.4% 
from last year, which appear to be encouraging considering the 33% growth in total income.
Ensuring accessibility is also one of the prime focus during the fiscal year. In parallel with the 
branch-based expansion strategy, the Board has provided a strong attention to investment 
in technology and to make Lucy ready for the future. The technology roadmap incorporating 
the direction from the National Bank of Ethiopia is already prepared for review and future 
execution.

Dear esteemed Shareholders,

We look forward to 2022 with optimism and vigor. We will continue to be engaged in 
numerous initiatives that contribute to the betterment of our company. Enhancing the 
leadership team, the digital initiatives, new product introduction and compliance will be our 
key contributors to success going forward. 

Finally, we would like to thank you again for your support and look forward your cooperation 
in boosting the capital level towards the required level. We are grateful for the trust you 
place in us, and we remain, as always, forward focused.

I extend my special thanks to the Board, the Management and Staff for their diligent effort. In 
addition, we are grateful to the National Bank of Ethiopia, our clients and business partners 
for their trust in our company 

Tesfaye Boru (Dr.)
Chairman, Board of Directors. 
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On behalf of the Board of Directors, it is my honor to present the integrated Annual Report 
and audited financial statements of the company by External auditors for the financial year 
ended June 30, 2022.  

Major Activities and Achievements of the company during the fiscal year 2021/22 have been 
covered in this brief report. The report also includes a summary of the overall economy and 
business environment.

I.	 Business Environment

A.	 Global Economy

The global economy, still reeling from the pandemic and Russia’s invasion of Ukraine, is 
facing an increasingly gloomy and uncertain outlook. Many of the downside risks flagged in 
April World Economic Outlook have begun to materialize.

Higher-than-expected inflation, especially in the United States and major European 
economies, is triggering a tightening of global financial conditions. China’s slowdown has 
been worse than anticipated amid COVID-19 outbreaks and lockdowns, and there have been 
further negative spillovers from the war in Ukraine. As a result, global output contracted in 
the second quarter of this year.

Growth slows from last year’s 6.1 percent to 3.2 percent this year and 2.9 percent next year, 
downgrades of 0.4 and 0.7 percentage points from April. This reflects stalling growth in the 
world’s three largest economies—the United States, China and the euro area—with important 
consequences for the global outlook.

In the United States, reduced household purchasing power and tighter monetary policy will 
drive growth down to 2.3 percent this year and 1 percent next year.

In China, further lockdowns, and the deepening real estate crisis pushed growth down to 
3.3 percent this year—the slowest in more than four decades, excluding the pandemic. And 
in the euro area, growth is revised down to 2.6 percent this year and 1.2 percent in 2023, 
reflecting spillovers from the war in Ukraine and tighter monetary policy. (IMF, World 
Economic Outlook July 26, 2022)

B.	 Ethiopian Economy

GDP growth is projected to fall to 4.8% in 2022 but pickup to 5.7% in 2023, driven by industry 
and by private consumption and investment. A tourism rebound and liberalization of the 

ANNUAL REPORT 
BY BOARD OF 
DIRECTORS
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telecoms sector are expected to boost the growth outlook. Key downside risks to the growth 
outlook include the civil conflict in northern Ethiopia, COVID-19, and debt vulnerabilities. 
Higher global food and oil prices due to the Russia–Ukraine conflict are expected to increase 
inflation to 32.6% in 2022 before it eases to 24.9% in 2023. 

The fiscal deficit is projected to remain stable at 2.6% in 2022 and 2023 due to implementation 
of the fiscal consolidation strategy and improvement in tax revenue mobilization. The current 
account deficit is expected to widen to 4.8% of GDP in 2022 but to narrow to 4.1% in 2023. 
This reflects the slow recovery in merchandise and service exports and FDI, amidst lower 
imports of capital inputs.

C.	  Ethiopian Insurance Industry

The insurance sector has its own distinct features that make it unique from other businesses 
due to its contribution to the development of the country’s economy as it provides sense of 
security; a means of sharing risk; a tool to manage risks efficiently; facilitating trade and 
investment. Due to this distinctiveness, it is a risky business whose failure may result in 
systematic risk and failure of the whole economy, and hence strict regulation of the sector 
becomes inevitable. It is also necessary to build competent domestic insurers to cope-up 
with the trade competition challenges of the foreign insurers expected to join the market 
during Ethiopia’s accession to the World Trade Organization (WTO).

The Ethiopian Insurance Industry comprises 18 Insurance companies, one is state-owned, 
which seizes the largest market share, and the rest 17 are private Companies. Their branches 
increased to 673 from 629 a year ago, and those covers 54.7 percent are located in Addis 
Ababa. Likewise, the total capital of insurance companies reached Birr 12.5 billion, with the 
share of private insurance companies being 74.6 percent (NBE 3rd quarter report 2021/22).
As per the data from the National Bank of Ethiopia, about 40% of the Market share is taken 
by the only state-owned Insurance Company, and private Insurance companies share the 
rest 60%.

The competition among the industry actors is characterized by a fierce and abnormal 
competition. The competition is based on price-cutting rather than the provision of quality 
service. Since no regulatory measure isn’t in place yet, the price-cutting, becomes the 
indicating factor of the abnormal competition trend of the insurance industry. 

The other indicator of such abnormal competition that makes the playground rough is 
snatching of trained manpower between players. It is increasingly used as a competitive 
advantage over rivals.

According to the data obtained from the National Bank of Ethiopia (2021/22), during the 
reporting period, the Industry’s Gross Written Premium Income has grown to Birr 15.37 
Billion, (General Insurance business only). The Gross Written Premium Income has increased 

Out of the industry total GWP, Lucy has taken a market share of birr 213 million or 1.4% 
exhibiting growth of birr 54 million or 34% over the previous year's performance.

by Birr 2.4 billion or 19 % compared to the previous year period 12.8 Billion (2020/21).
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II.	 OPERATIONAL AND FINANCIAL PERFORMANCE FOR 
THE YEAR 2021/22

A.	 Gross Written Premium

During 2021/2022, the company registered a Gross Written Premium amount of birr 212.78 
from different classes of businesses. The performance in this regard is 88.6% of the budget 
projected for the year. The performance is higher in birr 52.9 million or 33% from the 
preceding year of Birr 159.84 million.

Motor class of business is 54% of the total premium income, followed by Pecuniary, liability, 
Engineering, and others with 17%, 9%, 6%, and 5%, respectively. The remaining classes of 
business other than mentioned contributed 8 % of the total premium income.

The Graph below shows current and previous year similar period premium portfolio mix.
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B.	 Claims /Loss Ratio

The total loss ratio for the reporting period is 41%, much lower than 78% of the previous year by 
37%. The Company's net claims incurred was Birr 56.4 million, of which the motor class of business 
accounted for 56%. The category has significantly improved by 45% over the prior year.
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The Table below illustrates comparative Net loss ratio by class of business in ‘(000)
 

Class of Business

2021/22

Ratio

2020/21

Ratio
Net Claims 
Incurred

Net Earned 
Premium

Net Claims 
Incurred

Net earned 
premiums

Motor  55,512 100,061 56% 71,438 70,981 101%

Marine  421 4,091 11% 100  3,486 3%

Engineering -1,611 7,282 -21% 2,843 6,046 47%

Fire and Burglary -1,265 3,235 -39% 32 3,903 1%

Workmen's 813 2,154 38% 954 2,152 44%

GPA     446 2,085 22% 954 1,984 48%

Pecunary -2,223 4,849 -43% 6,184 6,964 89%

Liability 4,572 14,469 32% 5,355 17,435 31%

PVT & Other -217 282 -75% 395 553 71%

Total 56,448 138,509 41% 88,254 113,505 78%

C.	 Underwriting Result

Compared to last year's underwriting result of Birr -13.9 million, Lucy insurance S.C has earned an 
underwriting profit of Birr 56.6 million and grown by 506% during the fiscal year. Motor insurance 
has contributed the higher percentage share of 41%, followed by pecuniary, liability, engineering, 
fire, marine, GPA, workmen's and others in a particular order.

The table below shows comparative underwriting result of two consecutive years in ‘(000)

Class of Business
Actual as June Growth/Fall

2021/22 2020/21 2021/22 vs 2020/21
Amount %age Amount %age Amount %age

Motor 23,491.09 41% -23,331.57 167% 46,823 202%

Marine 2,999.92 5% 2,137.62 -15% 862 34%

Engineering 7,189.76 13% 929.33 -7% 6,260 624%

Fire and Burglary 4,460.10 8% 2,138.38 -15% 2,322 103%

GPA 1,098.87 2 % 634.47 -5% 464 92%

Pecuniary 8,803.49 16% -2,792.91 20% 11,596 349%

Workmen's 800.18 1% 519.32 -4% 281 58%

Liability 7,194.07 13% 6,970.07 -50% 224 5%

Others 621.39 1% -1,163.75 8% 1,785 157%

Toatal 56,658.87 100% -13,959.06 100% 70.618 506%
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The pie shows underwriting surplus contribution by classes of Business
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D.	 Investment

The company has excellent cash management practices in monitoring cash flows and implementing 
investment income management strategies throughout the year to maximize investment returns 
while maintaining adequate cash to meet its operating expenses and claims obligations. Thus, 
Investment income grew by 40% to Birr 22.3 million compared to last year's same period amount of 
Birr 15.8 million.

E.	 Expenses

During the fiscal year, the total General and Administration expenses of the company is Birr 71.1 
million which is more than last year’s figure of birr 59.5 million by 19.4%. From the total figure 
stated above salary& wage accounted for Birr 26.6 million, Employees benefit 9.6 million, Interest 
and bank charges Birr 4.7 million, repair and maintenance Birr 2.6 million, depreciation expense 5.7 
million, rent expense 5.6 million and other general administration expense accounted for Birr 16.0 
million. Considering the fact that overall price level escalation the company has managed to spend 
less than the budgeted figure for same by 4%.

F.	 Profit/Loss

Through various predicaments the company went through the previous year, during the current 
fiscal period, by overcoming those challenges, it has registered a profit before income tax of Birr 39.0 
million and grown by  236% compared to the loss of Birr (28.6) million in the preceding fiscal year. The 
most impressive part of the fiscal year's performance was that it was achieved through little support 
from investment income due to the poor cash flow year the company ever had to face. Furthermore, 
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the company has registered birr 17.2 million or 42% of the gross profit from the operation

III.	 Statement of Financial Position

A.	 Assets

The balance sheet as at June 30, 2022 shows that the total assets of the company stood at Birr 529.6 
million which is an increase of 17.7% over last year similar period of Birr 449.7 million. From the 
total asset Birr 97.5 million is cash deposit at different banks, Birr 21.8 million is statutory deposit, 
Birr 89.4 reserve for reinsurance portion of technical reserves, Birr 71.8 investment in Banks and 
Ethiopian Reinsurance Company, Birr 68.8 million is due from reinsurance, Birr155.4 fixed assets 
net of accumulated depreciation, the rest is accounted for in other assets.

B.	 Liabilities

The total liabilities of the company has reached Birr 370.1 million showing an increase of 10.5% 
as compared to the previous year which was Birr 334.6 million. Among the major liability items 
Birr 103.9 million is due to reinsurers emanated from our reinsurance treaty, Birr 232.5 million 
is accounted for reserve for unexpired risk and outstanding claims including IBNER, 11.2 million 
is reserve for reinsurance income and the rest is accounted for other current liability and accrued 
expenses.

C.	  Total Equity

The company’s total equity as of June 30, 2022 is Birr 159.5 million which is higher than last year 
same period amount by Birr 44.5 million or 38%. The equity section has Birr 141.5 paid up capital, 
Birr 1.6 share premium, Birr 8.9 legal reserve and 7.3 retained earnings for the closing year ended 
June 30, 2022.

In Birr '000 2021/22 2020/21 2019/20

Financial Results

Gross Written premium 212,778.00 159,837.00 134,427.00

Net Written Premiu 142,369.00 115,590.00 105,216.00

Net Earned Premium 138,526.00 105,576.00 106,043.00

Net Profit/Loss Aftertax 39,087.00 -28,668.00 9,468.00

Financial Position

Total Asset 529,638.00 449,720.00 367,996.00

Total Liability 370,119.00 334,665.00 222,938.00

Shareholders Fund 159,519.00 115,050.00 145,058.00
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IV.	 Other Operational Performances

A.	 Human Resource

The total workforce of the company during the period under report was 228, of which, 192 of them 
are permanent employees, 2 are on a fixed contract, and 34 are outsourced. From the total number of 
manpower, 92 or 47 % are female, and 102 or 53% are male employees. The company is committed 
to enhance the knowledge and skill of the employees by providing various training on the insurance 
operation, finance, customer service and other relevant course based on training need assessments. 
As a result 70 employees Operation and supporting staffs have taken trainings on the above areas. 

B.	 Business Development and Marketing 

Concerning Business Development & Marketing aspects, the company has conducted different 
activities in the concluding year. 

I.	 Service Outlet Expansion 

In the year 2021/22, two Additional branch offices have been opened in Addis Ababa called Habte 
Giyorgis and Arat Kilo, which bring the overall number of branches to 25.

II.	 Recruiting Sales Agent

Fifteen (15) sales agents have been recruited, trained, and deployed in the budget year under report 
to boost the company’s production by strengthening the company’s sales force.

III.	Preparation of Manuals , Policies and Plans

The Annual Plan and Budget for the year 2022–2023 have been prepared and Presented for the 
Board's consideration and approval. After board’s review and approval, the plan and budget have 
been sent to the National bank of Ethiopia since it is one of the requirements requested by the 
regulatory body.

IV.	Event Organizing

The 9th Annual General and 7th Extraordinary General Meetings of Shareholders have also been 
organized successfully, along with the successful election of the Nomination Committee in the year 
under consideration.

V.	 Discharging corporate social Responsibility

To discharge its social responsibility, the company has donated around Birr 1 million to the country's 
defense force due to the conflict in the northern part of the country. The company is also continually 
purchasing renaissance dam bonds and will continue to do so for the foreseeable future.

VI.	Reporting

The periodic reports have been prepared and presented to the Board of Directors showing the overall 
performance status of the company constantly. These periodic reports have become significant for 
sound managerial decisions.
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V.	 Operations Management

The dynamic nature of the business environment requires the company to collocate its strategic 
activities to match the ever-changing business environment in all aspects. Among others, the company 
has been putting much effort into maximizing underwriting results by identifying ways of addressing 
customers’ demands, risk selection, and balancing risk and premium rates by equipping front-office 
employees with proper know-how of underwriting and claims cost-efficient handling processes.

VI.	 Challenges 

During the reporting period, the company went through different challenges, such as the slowdown 
of the economy, the war in the northern part of the country and displacement of citizens, road 
blocking and transportation interruption in various parts of the country, and the ever-increasing 
inflation rate.

Even though the company achieved an unprecedented profit during the fiscal year, it has faced the 
following challenges:

•	 Unhealthy price-based competition among the industry actors:

•	 Continuous escalation of repair cost:

•	 Lack of skilled and experienced Manpower in the field.

•	 Absence of IT system to handle day-to-day operation for efficient and effective implementation of 
management tools

VII.	 Future Strategic Directions

The company has planned the following activities to perform in the upcoming fiscal year by 
considering them as the way forward to overcome the challenges encountered and enhance The 
Company’s performance.

•	 Increase staff competencies through continuous training

•	 Maintain claims to premium ratio within the budget limit

•	 Control the overall administrative expense to a reasonable limit

•	 Enhance underwriting results by exercising prudence in both underwriting and claims-handling practices

•	 Commencing the process of purchasing an IT system

•	 Increase profitability of non-motor classes of business for sustainable operational results.

•	 Designed a strategy that will enable us to identify prominent sales and marketing activities that will 
enhance the Company's production. 

VIII.	 Vote of Gratitude

The directors wish to publicly thank everyone who contributed to the success of FY 2021/22. We 
especially want to thank our company's most loyal customers for their sustained loyalty. For sticking 
with us and providing assistance during difficult times, our shareholders deserve to show proper 
respect and healthy appreciation.

Last but not least, I would like to give my sincere gratitude and appreciation to the National bank of 
Ethiopia, the company’s esteemed customers, founders, shareholders, Board members, management 
and staff members, Reinsurers, sales agents, brokers, and other stakeholders for their unreserved 
cooperation and support. Without them, the unprecedented profit in the company’s history registered 
in the fiscal year would not have been achieved.
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Ato Tesfaye Boru (Dr.)  President
Ato Destalem Fetewie     V/President
Ato Getachew Abera Director
Ato Solomon W/Yohannes Director
Ato Demessie Tafesse Director
Ato Simon Mechale Director
Ato Tekeste Desta Director
Eng. Kelemu Sinke Director
Ato Wende Wedajo Director

Executive Management Team (as of 30 June 2022)
Ato Adefris Wesene                              Chief Executive Officer
Ato Negede Worku                              D/CEO, Operations
Ato Esayas Assefa                              Director- Finance & Investment
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LUCY INSURANCE SHARE COMPANY
REPORT OF THE DIRECTORS 

FOR THE YAER ENDED 30 JUNE 2022

Incorporation and address

30 June 2022 30 June 2021
Birr'000 Birr'000

Gross premium written                 212,778                 159,837 

Profit before income tax                   39,087                 (28,668)

Loss Brought Forward                 (28,668)

Income tax credit                          -                            -   

Profit for the year                   10,418                 (28,668)

Directors

The directors who held office during the year and to the date of this report are set out on page 4.

Ato Adefris Wesene
CEO

Results and dividends

The Company's results for the year ended 30 June 2022 are set out on page 4. 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 2022, to
the shareholders of Lucy Insurance Company S.C. This report discloses the financial performance and state
of affairs of the Company.

Lucy Insurance Company (S.C) was incorporated in Ethiopia on 1 October, 2012 as a share company, and
is domiciled in Ethiopia.

Principal activities

The principal activities of the Company  is the underwriting of non-life insurance risk.

LUCY INSURANCE SHARE COMPANY
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2022
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LUCY INSURANCE SHARE COMPANY
STATEMENT OF DIRECTORS RESPONSBLITIES

a)

b)

c)

Signed on behalf of the Directors by:

FOR THE YAER ENDED 30 JUNE 2022

Ato Adefris Wesene
CEO

DR. Tesfaye Boru
(Chairman, Board of Directors)

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

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

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

The Directors accepts responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards,Insurance Business Proclamation,
Commercial code of 1960 and the relevant Directives issued by the National Bank of Ethiopia.

In accordance with financial reporting proclamation No. 847/2014, the Accounting and Auditing Board of
Ethiopia has directed the Company to prepare financial statements in accordance with International
Financial Reporting Standards (IFRS).  

The Directors are responsible for the preparation and fair presentation of these financial statements in
conformity with accounting principles generally accepted in Ethiopia and in the manner required by the
Commercial Code of Ethiopia of 1960, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error. The Company is required keep such records as are necessary to:

exhibit clearly and correctly the state of its affairs;

explain its transactions and financial position; and

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

LUCY INSURANCE SHARE COMPANY
STATEMENT OF DIRECTORS RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2022
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF 
LUCY INSURANCE COMPANY S.C.  

Opinion 

We have audited the financial statements of Lucy Insurance Company S.C, which comprise 
the statement of the financial position as at 30 June, 2022, 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 give true and fair view of the financial 
position of the Company as at 30 June 2022 and of its statements of profit or loss and other 
comprehensive income 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). 

Based on our duties and methodologies we used stated under the basis of for opinion paragraph 
below, we recommend approval of the financial statements. 
 

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. 
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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. 

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. 



27

LUCY INSURANCE S.C
ANNUAL REPORT 2021/22

13 months by your side!

7 
 

 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 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.  

 

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          02 September, 2022  
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ACTUARY CERTIFICATE

I  have conducted an actuarial  valuation of  the  general  insurance liabilities and severance

benefits of Lucy Insurance Company S.C.

The  valuation  was  conducted  in  accordance  with  generally  accepted  actuarial  principles.

These principles require that prudent provision for future outgo under contracts, generally

based upon the assumptions that current conditions will continue. Provision is therefore not

made for all possible contingencies.

In completing the actuarial valuation, I have relied upon the data provided and the financial

statements by the Company.

In my opinion,

(i) The actuarial value of the liabilities in respect of all classes of general insurance

business of the company reflect a fair value as at 30 June 2022; and

(ii) The severance benefit  liability as at  30 June 2022 can be incorporated in the

financial statements in line with the International Accounting Standards 19.

Signed in my capacity as an employee of Actuarial Services (EA) Ltd.

Abed Mureithi

Fellow of the Institute and Faculty of Actuaries (UK)

Actuary

Actuarial Services (EA) Ltd,

26th Floor, Old Mutual Tower,

Upper Hill Road, Upper Hill, Nairobi Kenya.

P. O. Box 10472 – 00100, Nairobi, GPO Kenya.

Phone: +254 11 103 71 00

+254 20 271 74 03 / +254 20 271 00 28

+254 70 871 00 28 / +254 78 571 00 28

Email: info@actserv-africa.com || Website: www.actserv.co.ke
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LUCY INSURANCE SHARE COMPANY
STATEMENT OF FINANCIAL POSITION

 30 June 2022  30 June 2021 
Notes Birr'000 Birr'000

ASSETS

Cash and cash equivalents 14 45,586                 36,028                
Investment securities 76,970                 88,644                
     - Available for sale 15 71,868                 59,500                

16 4,628                   17,472                
Reinsurance assets 17 158,241               102,221              
Deferred acquisition cost 18 7,956                   5,906                  
Other assets 19 8,897                   10,398                
Deferred tax assets 13 -                       -                      
Property, plant and equipment 20 155,492               129,551              

Total assets 529,638               449,720              
LIABILITIES

Insurance contract liabilities 21 232,577               217,854              
Deferred tax liabilities 13 2,600                   1,765                  
Current income tax liabilities 13 -                       -                      
Insurance payables 22 103,974               43,767                
Deferred Commission income 22.1 11,205                 3,962                  
Other liabilities 23 18,224                 66,278                
Retirement benefit obligation 24 1,538                   1,039                  
Total liabilities 370,119               334,665              
EQUITY

Share capital 25 141,528               135,406              
Share premium 26 1,664                   1,568                  
Retained earnings 28 7,376                   (30,056)               
Other reserve 29 -                       -                      
Legal reserve 30 8,951                   8,132                  

Total equity 159,519               115,050              

Total equity and liabilities 529,637               449,720              

0                          (0)                        

DR. Tesfaye Boru
(Chairman, Board of Directors)

3

Ato Adefris Wesene
CEO

Currency:- Ethiopian Birr

The notes to the financial reports are an integral part of these financial statements.

The financial statements and notes to the financial statements were approved and authorised for issue by the board
of directors on 16 September  2022. 

Trade and other receivables

FOR THE YAER ENDED 30 JUNE 2022

LUCY INSURANCE SHARE COMPANY
STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 30 JUNE 2022
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LUCY INSURANCE SHARE COMPANY
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YAER ENDED 30 JUNE 2022

 30 June 2022  30 June 2021 
Notes Birr'000 Birr'000

Gross premiums 5.1             185,802             145,047 
Premiums ceded to reinsurers 5.2              (47,276)             (39,471)
Net premium income             138,526             105,576 

Fee and commission income 6               18,313                 7,929 

Net underwriting income             156,839             113,506 

Claims expenses 7               96,006               92,936 

Claims recovered from reinsurers 7              (14,027)             (13,644)
Gross change in contract liabilities 7              (34,378)               27,952 
Change in contract liabilities ceded to reinsurers 7                 8,928             (18,813)
Net claims and loss adjustment expense               56,529               88,431 

Underwriting expenses 8               14,159               10,885 

Total underwriting expenses               70,688               99,316 

Underwriting profit               86,151               14,190 

Investment income 9               22,338               15,857 
Other operating income 10                 1,791                    806 

              24,129               16,663 
Net income             110,280               30,853 

Other operating and administrative expenses 11              (34,912)             (31,204)
Employee benefits expense 12              (36,281)             (28,317)
Impairment allowance on uncollectiable premium 16                       -                         -   

Profit before income tax               39,087             (28,668)

Income tax credit 13                       -                         -   

Profit for the year               39,087             (28,668)

Loss Brought forward              (28,668)

Other comprehensive income 

Re-measurement gains on defined benefit plans (net of tax) 24                       -                         -   
Deferred tax (liability)/asset 13                       -   

                      -                         -   
Total comprehensive income for the year               10,418             (28,668)

Basic earnings per share (Birr) 27 75                     (215)                 

The notes to the financial reports are an integral part of these financial statements.

Items that will not be subsequently reclassified into profit or loss:

4

Currency: Ethiopia Birr 

LUCY INSURANCE SHARE COMPANY
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE 
INCOME
FOR THE YEAR ENDED 30 JUNE 2022
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LUCY INSURANCE SHARE COMPANY
STATEMENT OF CASH FLOWS
FOR THE YAER ENDED 30 JUNE 2022

 30 June 2022  30 June 2021 
Notes Birr'000 Birr'000

Cash flows from operating activities
Cash generated from operations 31 45,778               124,595                 
proceeds from disposal of assets 1,558                 
Interest Income 9 (6,160)                (8,111)                    
Dividend Income 9 (12,367)              (5,906)                    
Income tax paid 13 1,439                 989                        

-                     
Net cash (outflow)/inflow from operating activities 30,249               111,566                 

Cash flows from investing activities
Purchase of investment securities 15 (12,368)              (879)                       
Purchase of property, plant and equipment 20 (31,563)              (107,017)                
Interest received 9 6,160                 8,111                     
Dividend received 9 12,367               5,906                     

Net cash (outflow)/inflow from investing activities (25,404)              (93,879)                  

Cash flows from financing activities
Increase in restricted deposits 14 (1,500)                (1,281)                    
Proceeds from issues of shares 25 6,122                 8,542                     
Increase in share premium 26 96                      -                         
Dividends paid 28 -                     (8,494)                    

Net cash (outflow)/inflow from financing activities 4,718                 (1,233)                    

Net increase/(decrease) in cash and cash equivalents 9,562                 16,454                   

Cash and cash equivalents at the beginning of the 
year

14.1 36,023               19,570                   

Cash and cash equivalents at the end of the year 14.1 45,586               36,023                   

The notes to the financial reports are an integral part of these financial statements.

5

Currence Ethiopia Birr 

LUCY INSURANCE SHARE COMPANY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2022
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Share 
capital

Share 
premium

Retained 
earnings

Other
reserve

Legal 
reserve Total

Notes Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000

As at 1 July 2020   126,864       1,568      8,494              0     8,132  145,058 

Profit for the year            -              -     (28,668)             -             -    (28,668)
Dividend paid 28            -              -       (8,494)             -             -      (8,494)
Proceeds from issue of shares 25       8,542            -              -               -             -        8,542 
Prior year adjustment            -              -              -               -             -             -   
Other comprehensive income:            -              -              -               (0)           -             (0)
Deferred tax (liablity) / asset 28            -              -       (1,388)             -             -      (1,388)
Transfer to legal reserve 30            -              -              -               -             -             -   

As at 30 June 2021   135,406       1,568   (30,056)             -       8,132  115,049 

As at 1 July 2021   135,406       1,568   (30,056)              0     8,132  115,049 
Profit for the year            -              -      39,087             -             -      39,087 
Dividend paid 28            -              -              -               -             -             -   
Proceeds from issue of shares 25       6,122            96            -               -             -        6,218 
Prior year adjustment            -              -              -               -             -             -   
Other comprehensive income: 29            -              -              -               (0)           -             (0)
Deferred tax (liablity) / asset 28            -              -          (835)             -             -         (835)
Transfer to legal reserve 30            -              -          (820)             -          820           -   
As at 30 June 2022   141,528       1,664      7,376             -       8,952  159,519 

The notes to the financial reports are an integral part of these financial statements.

6

 STATEMENT OF CHANGES IN EQUITY
LUCY INSURANCE SHARE COMPANY

FOR THE YAER ENDED 30 JUNE 2022

Currence Ethiopia Birr 

LUCY INSURANCE SHARE COMPANY
STATEMENT OF CHANGES IN EQU
FOR THE YEAR ENDED 30 JUNE 2022
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LUCY INSURANCE SHARE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YAER ENDED 30 JUNE 2022 
 

12 
 

 
 

1. General information 
 
Lucy Insurance Company SC ("the Company) is a private commercial Insurance Company 
domiciled in Ethiopia. The Company was established on October 2012, in accordance with 
proclamation No. 86/1994 and the Commercial code of Ethiopia of 1960. The Company has 
been licensed by the National Bank of Ethiopia, the licensing body of Banks, Insurance and 
other Financial Institutions as per the power vested to it through Proclamation No 591/2008, 
the National Bank of Ethiopia Establishment (as amended) Proclamation. The registered office 
is at: 
 
LUCY INSURANCE SHARE COMPANY 
 
Haile G/sellasie Road, Lucy Tower 
Addis Ababa,  
Ethiopia 
 
The principal activity of the Company is to engage in the business of general insurance 
activities. Such services include provision of non-life insurance service for both corporate and 
individual customers. 
 

2. Summary of significant accounting policies 
 

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

2.2.Basis of preparation 
 
The financial statements for the year ended 30 June 2022 has been prepared in accordance with 
International Financial Reporting Standards ("IFRS") as issued by the International Accounting 
Standards Board ("IASB"). Additional information required by National regulations is included 
where appropriate.  
 
The financial statements comprise the statement of 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 except for available for sale financial assets which are 
measured at fair value. All values are rounded to the nearest thousands, except when otherwise 
indicated. The financial statements are presented in thousands of Ethiopian Birr (Birr' 000). 
The preparation of financial statements in conformity with IFRS requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgment in the 
process of applying the Company’s accounting policies. Changes in assumptions may have a 
significant impact on the financial statements in the period the assumptions changed. 

LUCY INSURANCE SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022
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Management believes that the underlying assumptions are appropriate and that the Company's 
financial statements therefore present the financial position and results fairly. The areas 
involving a higher degree of judgment or complexity, or areas where assumptions and estimates 
are significant to the financial statements, are disclosed in Note 4. 
 
 

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

2.2.2. Changes in accounting policies and disclosures 
 
New Standards, amendments, interpretations issued but not yet effective. 
 
A number of new standards and amendments to standards and interpretations are effective for 
annual periods beginning after 30 June 2022, and have not been applied in preparing these 
financial statements. None of these is expected to have a significant effect on the financial 
statements of the Company, except the following set out below: 
 
IFRS 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.  The Company is 
yet to assess the expected impact of this standard. 
 
IFRS 17 - Insurance contracts 
 
IFRS 17 was issued in May 2017 and establishes the principles for the recognition, 
measurement, presentation and disclosure of insurance contracts within the scope of the 
standard. The objective of IFRS 17 is to ensure that an entity provides relevant information that 
faithfully represents those contracts. This information gives a basis for users of financial 
statements to assess the effect that insurance contracts have on the entity's financial position, 
financial performance and cash flows. 
 
This standard requires a company that issues insurance contracts to report insurance obligations 
and risks on the balance sheet as the total of: 
 
 
(a) the fulfilment cash flows—the current estimates of amounts that the insurer expects to 

LUCY INSURANCE SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022
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collect from premiums and pay out for claims, benefits and expenses, including an adjustment 
for the timing and risk of those cash flows; and 
 
(b) the contractual service margin—the expected profit for providing future insurance coverage 
(i.e. unearned profit). 
 
The measurement of the fulfilment cash flows reflects the current value of any interest-rate 
guarantees and financial options included in the insurance contracts. 
 
The standard replaces IFRS 4 ‘Insurance contracts’. The standard is effective for annual periods 
beginning on or after 1 January 2021 and earlier application is permitted. The Company is yet 
to assess the expected impact on this standard. 
 

2.3.Foreign currency translation 
 

a) Functional and presentation currency 
 
Items included in the financial statements are measured using the currency of the primary 
economic environment in which the Company operates ('the functional currency'). The 
functional currency and presentation currency of the Company is the Ethiopian Birr (Birr).  
 
Foreign currency transactions are translated into the functional currency using the exchange 
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting 
from the settlement of foreign currency transactions and from the translation at exchange rates 
of monetary assets and liabilities denominated in currencies other than the Company's 
functional currency are recognised in profit or loss within other (loss)/income. Monetary items 
denominated in foreign currency are translated using the closing rate as at the reporting date. 
 
Changes in the fair value of monetary securities denominated in foreign currency classified as 
available for sale are analysed between translation differences resulting from changes in the 
amortised cost of the security and other changes in the carrying amount of the security. 
Translation differences related to changes in amortised cost are recognised in profit or loss, and 
other changes in carrying amount are recognised in other comprehensive income. 
 
 

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

2.4.Property, plant & equipment 
 
Property, plant and equipment is stated at cost, net of accumulated depreciation and 
accumulated impairment losses, if any. Such cost includes the cost of replacing part of the 
property, plant and equipment if the recognition criteria are met. When significant parts of 
property, plant and equipment are required to be replaced at intervals, the Company recognises 

LUCY INSURANCE SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022
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such parts as individual assets with specific useful lives and depreciates them accordingly. All 
other repair and maintenance costs are recognised in profit or loss 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: 
 
 
Asset class    Useful life   Residual value (%) 
 
Motor vehicles             10    5 

 
Computer and accessories  7    1 

 
Office equipment   7    1 

 
Furniture and fittings   10    1 

 
Buildings    50    5 

 
The Company commences depreciation when the asset is available for use.  
 
An item of property, plant and equipment and any significant part initially recognised is 
derecognised upon disposal or when no future economic benefits are expected from its use. 
Any gain or loss arising on derecognition of the asset (calculated as the difference between the 
net disposal proceeds and the carrying amount of the asset) is included in profit or loss 
statement when the asset is derecognised. 
 
 
The residual values, useful lives and methods of depreciation of property, plant and equipment 
are reviewed at each financial year end and adjusted prospectively, if appropriate. 
 

2.5.Intangible assets 
Deferred policy acquisition costs (DAC) 
Commissions and other acquisition costs that vary with and are related to securing new 
contracts and renewing existing contracts are capitalised as an intangible asset (DAC). Deferred 
acquisition costs represents a portion of commission which are incurred during a financial year 
and are defered to the extent that they are recoverable out of future revenue margins. All other 
costs are recognised as expenses when incurred.  
 
Subsequent to initial recognition, this DAC asset is amortised over the expected life of the 
contracts as a constant percentage of expected premiums. Changes in the expected useful life 
or the expected pattern of consumption of future economic benefits embodied in the asset are 
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accounted for by changing the amortisation period or method and are treated as a change in an 
accounting estimate. 
 
The pattern of expected profit margins is based on historical and anticipated future experience 
and is updated at the end of each accounting period. DACs are derecognised when the related 
contracts are either settled or disposed off. 
 
 

2.6.Impairment of non-financial assets 
 
The Company assesses, at each reporting date, whether there is an indication that an asset may 
be impaired. If any indication exists, or when annual impairment testing for an asset is required, 
the Company estimates the asset’s recoverable amount. An asset’s recoverable amount is the 
higher of an asset’s or cash-generating unit’s (CGU) fair value less costs of disposal and its 
value in use. Recoverable amount is determined for an individual asset, unless the asset does 
not generate cash inflows that are largely independent of those from other assets or groups of 
assets. When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset 
is considered impaired and is written down to its recoverable amount. 
 
In assessing value in use, the estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money 
and the risks specific to the asset. In determining fair value less costs of disposal, recent market 
transactions are taken into account. If no such transactions can be identified, an appropriate 
valuation model is used. These calculations are corroborated by valuation multiples, quoted 
share prices for publicly traded companies or other available fair value indicators. 
 
 
The Company bases its impairment calculation on detailed budgets and forecast calculations 
which are prepared separately for each of the Company’s CGUs to which the individual assets 
are allocated. These budgets and forecast calculations generally cover a period of five years. 
For longer periods, a long-term growth rate is calculated and applied to project future cash 
flows after the fifth year. 
 
 
An assessment is made at each reporting date to determine whether there is an indication that 
previously recognised impairment losses no longer exist or have decreased. If such indication 
exists, the Company estimates the asset’s or CGU’s recoverable amount. A previously 
recognised impairment loss is reversed only if there has been a change in the assumptions used 
to determine the asset’s recoverable amount since the last impairment loss was recognised. The 
reversal is limited so that the carrying amount of the asset does not exceed its recoverable 
amount, nor exceed the carrying amount that would have been determined, net of depreciation, 
had no impairment loss been recognised for the asset in prior years. Such reversal is recognised 
in the income statement. 
 

2.7.Financial instruments - initial recognition and subsequent measurement 
A financial instrument is any contract that gives rise to a financial asset of one entity and a 
financial liability or equity instrument of another entity. 
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2.7.1. Financial assets 
 
Initial recognition and measurement 
 
All financial assets are recognised initially at fair value plus, in the case of financial assets not 
recorded at fair value through profit or loss, transaction costs that are attributable to the 
acquisition of the financial asset. Purchases or sales of financial assets that require delivery of 
assets within a time frame established by regulation or convention in the market place (regular 
way trades) are recognised on the trade date, i.e., the date that the Company commits to 
purchase or sell the asset. 
 
Subsequent measurement  
 
For purposes of subsequent measurement, the Company's financial assets are classified into 
two categories: 
 
• Loans and receivables 
• Available-for-sale financial investments 
 

a) Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market. After initial measurement, such financial assets are 
subsequently measured at amortised cost using the effective interest rate (EIR) method, less 
impairment. Amortised cost is calculated by taking into account any discount or premium on 
acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is 
included in interest and similar income in income statement. The losses arising from 
impairment are recognised in income statement in loan impairment charge. 
 
The Company’s loans and receivables comprise of Loans and receivables including insurance 
receivables, investment securities and other financial assets. Receivables arising from 
insurance contracts are also classified in this category and are reviewed for impairment as part 
of the impairment review of loans and receivables. 
 

b) Available-for-sale (AFS) financial assets 
 
AFS investments include equity investments. Equity investments classified as AFS are those 
which are neither classified as held–for–trading nor designated at fair value through profit or 
loss.  
 
After initial measurement, AFS financial investments are subsequently measured at fair value 
with unrealised gains or losses recognised in other comprehensive income and credited in the 
AFS reserve until the investment is derecognised, at which time the cumulative gain or loss is 
recognised in other operating income, or the investment is determined to be impaired, when 
the cumulative loss is reclassified from the AFS reserve to income statement in impairment 
loss on financial instrument. Interest earned whilst holding AFS financial instruments is 
reported as interest and similar income using the EIR method. Unquoted equity securities 
whose fair value cannot be reliably measured are carried at cost. 
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The Company evaluates whether the ability and intention to sell its AFS financial assets in the 
near term is still appropriate. When, the Company is unable to trade these financial assets due 
to inactive markets, the Company may elect to reclassify these financial assets to held to 
maturity if the management has the ability and intention to hold the assets for foreseeable future 
or until maturity. 
 
'Day 1' profit or loss 
 
When the transaction price differs from the fair value of other observable current market 
transactions in the same instrument or based on a valuation technique whose variables include 
only data from observable markets, the Company immediately recognises the difference 
between the transaction price and fair value (a ‘Day 1’ profit or loss) in ‘Other operating 
income’.  
 
In cases where fair value is determined using data which is not observable, the difference 
between the transaction price and model value is only recognised in the profit or loss when the 
inputs become observable, or when the instrument is derecognised. 
 
Reclassification of financial assets 
 
Reclassification is at the election of management, and is determined on an instrument by 
instrument basis. The Company does not reclassify any financial instrument into the fair value 
through profit or loss category after initial recognition. 
 
 
For a financial asset reclassified out of the ’Available–for–sale’ category, any previous gain or 
loss on that asset that has been recognised in equity is amortised to income statement over the 
remaining life of the investment using the EIR. Any difference between the new amortised cost 
and the expected cash flows is also amortised over the remaining life of the asset using the EIR. 
If the asset is subsequently determined to be impaired then the amount recorded in equity is 
reclassified to income statement. 
 
Derecognition of financial assets 
 
A financial asset (or, where applicable a part of a financial asset or part of a group of similar 
financial assets) is primarily derecognised (i.e. removed from the Company’s statement of 
financial position) when: 
 
•  the rights to receive cash flows from the asset have expired, or 
•  the Company has transferred its rights to receive cash flows from the asset or has assumed 
an obligation to pay the received cash flows in full without material delay to a third party 
under a ‘pass–through’ arrangement; and either 
 
    (a) the Company has transferred substantially all the risks and rewards of the asset, or 
    (b) the Company has neither transferred nor retained substantially all the risks and rewards 
of the asset, but has transferred control of the asset. 
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When the Company has transferred its rights to receive cash flows from an asset or has entered 
into a pass-through arrangement, it evaluates if and to what extent it has retained the risks and 
rewards of ownership. When it has neither transferred nor retained substantially all of the risks 
and rewards of the asset, nor transferred control of the asset, the Company continues to 
recognise the transferred asset to the extent of the Company’s continuing involvement. In that 
case, the Company also recognises an associated liability. The transferred asset and the 
associated liability are measured on a basis that reflects the rights and obligations that the 
Company has retained. 
 
 
Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum amount 
of consideration that the Company could be required to repay. 
 
Impairment of financial assets 
 
The Company assesses at each reporting date, whether there is any objective evidence that a 
financial asset or a group of financial assets is impaired. An impairment exists if one or more 
events that has occurred since the initial recognition of the asset (an incurred ‘loss event’), has 
an impact on the estimated future cash flows of the financial asset or the Company of financial 
assets that can be reliably estimated.  
 
 
Evidence of impairment may include indications that the borrower or a group of borrowers is 
experiencing significant financial difficulty, the probability that they will enter bankruptcy or 
other financial reorganisation, default or delinquency in interest or principal payments and 
where observable data indicates that there is measurable decrease in the estimated future cash 
flows, such as changes in arrears or economic conditions that correlate with defaults. 
 
 
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. 
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For the purpose of a collective evaluation of impairment, financial assets are grouped on the 
basis of the Company’s internal credit grading system, that considers credit risk characteristics 
such as asset type, industry, geographical location, collateral type, past–due status and other 
relevant factors. 
 
 
Future cash flows on a group of financial assets that are collectively evaluated for impairment 
are estimated on the basis of historical loss experience for assets with credit risk characteristics 
similar to those in the Company.  
 
Historical loss experience is adjusted on the basis of current observable data to reflect the 
effects of current conditions on which the historical loss experience is based and to remove the 
effects of conditions in the historical period that do not exist currently. Estimates of changes in 
future cash flows reflect, and are directionally consistent with, changes in related observable 
data from year to year (such as changes in unemployment rates, property prices, commodity 
prices, payment status, or other factors that are indicative of incurred losses in the Company 
and their magnitude). The methodology and assumptions used for estimating future cash flows 
are reviewed regularly to reduce any differences between loss estimates and actual loss 
experience. 
 

(i) Financial assets carried at cost 
 
For financial assets carried at amortised cost (such as loans and receivables), the Company first 
assesses individually whether objective evidence of impairment exists for financial assets that 
are individually significant, or collectively for financial assets that are not individually 
significant. If the Company determines that no objective evidence of impairment exists for an 
individually assessed financial asset, it includes the asset in a group of financial assets with 
similar credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to be, 
recognised are not included in a collective assessment of impairment. 
 
If there is objective evidence that an impairment loss has been incurred, the amount of the loss 
is measured as the difference between the asset's carrying amount and the present value of 
estimated future cash flows (excluding future expected credit losses that have not yet been 
incurred). The carrying amount of the asset is reduced through the use of an allowance account 
and the amount of the loss is recognised in income statement. Interest income continues to be 
accrued on the reduced carrying amount and is accrued using the rate of interest used to 
discount the future cash flows for the purpose of measuring the impairment loss. 
 
 
The interest income is recorded as part of ‘Interest and similar income’. Loans together with 
the associated allowance are written off when there is no realistic prospect of future recovery 
and all collateral has been realised or has been transferred to the Company. If, in a subsequent 
year, the amount of the estimated impairment loss increases or decreases because of an event 
occurring after the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account. If a future write–off is later recovered, 
the recovery is credited to the ’loan impairment charge’. 
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The present value of the estimated future cash flows is discounted at the financial asset’s 
original EIR. If a loan has a variable interest rate, the discount rate for measuring any 
impairment loss is the current EIR. 
 
 
The calculation of the present value of the estimated future cash flows of a collateralised 
financial asset reflects the cash flows that may result from foreclosure less costs for obtaining 
and selling the collateral, whether or not foreclosure is probable. 
 
For the purpose of a collective evaluation of impairment, financial assets are grouped on the 
basis of the Company’s internal credit grading system, that considers credit risk characteristics 
such as asset type, industry, geographical location, collateral type, past–due status and other 
relevant factors. 
 
 
Future cash flows on a group of financial assets that are collectively evaluated for impairment 
are estimated on the basis of historical loss experience for assets with credit risk characteristics 
similar to those in the Company.  
 
Historical loss experience is adjusted on the basis of current observable data to reflect the 
effects of current conditions on which the historical loss experience is based and to remove the 
effects of conditions in the historical period that do not exist currently. Estimates of changes in 
future cash flows reflect, and are directionally consistent with, changes in related observable 
data from year to year (such as changes in unemployment rates, property prices, commodity 
prices, payment status, or other factors that are indicative of incurred losses in the Company 
and their magnitude). The methodology and assumptions used for estimating future cash flows 
are reviewed regularly to reduce any differences between loss estimates and actual loss 
experience. 
 
 

(ii) Available-for-sale (AFS) financial assets 
 
Available-for-sale financial assets are impaired if there is objective evidence of impairment, 
resulting from one or more loss events that occurred after initial recognition but before the 
reporting date, that have an impact on the future cash flows of the asset. In addition, an 
available-for-sale equity instrument is generally considered impaired if a significant or 
prolonged decline in the fair value of the instrument below its cost has occurred. Where an 
available-for-sale asset, which has been remeasured to fair value directly through equity, is 
impaired, the impairment loss is recognised in profit or loss. If any loss on the financial asset 
was previously recognised directly in equity as a reduction in fair value, the cumulative net 
loss that had been recognised in equity is transferred to profit or loss and is recognised as part 
of the impairment loss. The amount of the loss recognised in profit or loss is the difference 
between the acquisition cost and the current fair value, less any previously recognised 
impairment loss. 
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If, in a subsequent period, the amount relating to an impairment loss decreases and the decrease 
can be linked objectively to an event occurring after the impairment loss was recognised, where 
the instrument is a debt instrument, the impairment loss is reversed through profit or loss. An 
impairment loss in respect of an equity instrument classified as available-for-sale is not 
reversed through profit or loss but accounted for directly in equity. 
 

2.7.2. Financial liabilities 
 
Initial recognition and measurement 
 
Financial liabilities are classified at initial recognition, as financial liabilities at fair value 
through profit or loss and other financial liabilities. 
 
 
All financial liabilities are recognised initially at fair value and, in the case of other financial 
liabilities, net of directly attributable transaction costs. The Company's financial liabilities 
include insurance contract liabilities, insurance payables, and other liabilities. 
 
Subsequent measurement 
 
The measurement of financial liabilities depends on their classification, as described below: 
 
 

a) Financial liabilities at amortised cost 
 
These are financial liabilities issued by the Company, that are not designated at fair value 
through profit or loss but are classified as financial liabilities at amortised cost, where the 
substance of the contractual arrangement results in the Company having an obligation either to 
deliver cash or another financial asset to the holder, or to satisfy the obligation other than by 
the exchange of a fixed amount of cash or another financial asset for a fixed number of own 
equity shares.  
 
 
After initial measurement, financial liabilities at amortised cost are subsequently measured at 
amortised cost using the EIR. Amortised cost is calculated by taking into account any discount 
or premium on the issue and costs that are an integral part of the EIR. 
 
 
All financial liabilities of the Company are carried at amortised cost. 
 
Derecognition of financial liabilities 
 
Financial liabilities are derecognised when they have been redeemed or otherwise 
extinguished. 
 

2.7.3. Offsetting financial instruments 
 
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 
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amounts, and there is an intention to settle on a net basis or realise the asset and settle the 
liability simultaneously. The legal enforceable right must not be contingent on future events 
and must be enforceable in the normal course of business and in event of default, insolvency 
or bankruptcy of the Company or the counterparty. 
 

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

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

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

2.9.Cash and cash equivalents 
 
Cash and cash equivalents comprise balances with less than three months’ maturity from the 
date of acquisition, including cash in hand, deposits held at call with Banks and other short-
term highly liquid investments with original maturities of three months or less. 
 
For the purposes of the cash flow statement, cash and cash equivalents include cash in hand, 
cash at bank, short term deposit with banks. 
2.10. Insurance contracts 
 
 
2.10.1. Classification 
 
The Company issues contracts that transfer insurance risk or financial risk or both. Insurance 
contracts are those contracts that transfer significant insurance risk. Such contracts may also 
transfer financial risk. As a general guideline, the Company defines as significant insurance 
risk the possibility of having to pay benefits on the occurrence of an insured event that are at 
least 10% more than the benefits payable if the insured event did not occur. 
 
 
Investment contracts are those contracts that transfer financial risk with no significant 
insurance risk.  
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2.10.2. Recognition and measurement 
 
The Company's insurance contracts are short term insurance contracts. This classification is 
based on the duration of risk and whether or not the terms and conditions are fixed. 
 
Short-term insurance contracts 
 
These contracts are casualty, property and short-duration life insurance contracts.  
 
Casualty insurance contracts protect the Company’s customers against the risk of causing harm 
to third parties as a result of their legitimate activities. The typical protection offered is designed 
for employers who become legally liable to pay compensation to injured employees 
(employers’ liability) and for individual and business customers who become liable to pay 
compensation to a third party for bodily harm or property damage (public liability). 
 
Property insurance contracts mainly compensate the Company’s customers for damage 
suffered to their properties or for the value of property lost. Customers who undertake 
commercial activities on their premises could also receive compensation for the loss of earnings 
caused by the inability to use the insured properties in their business activities (business 
interruption cover). 
 
 
Short-duration life insurance contracts protect the Company’s customers from the 
consequences of events (such as death or disability) that would affect the ability of the customer 
or his/her dependents to maintain their current level of income. 
 
 
Guaranteed benefits paid on occurrence of the specified insurance event are either fixed or 
linked to the extent of the economic loss suffered by the policyholder. There are no maturity 
or surrender benefits. 
 
 
For all these contracts, premiums are recognised as revenue (earned premiums) over the period 
of coverage. The portion of premium received on in-force contracts that relates to unexpired 
risks at the balance sheet date is reported as the unearned premium liability. Premiums are 
shown before deduction of commission and are gross of any taxes or duties levied on 
premiums. 
 
Claims and loss adjustment expenses are charged to income as incurred based on the estimated 
liability for compensation owed to contract holders or third parties damaged by the contract 
holders. They include direct and indirect claims settlement costs and arise from events that 
have occurred up to the end of the reporting period even if they have not yet been reported to 
the Company. the Company does not discount its liabilities for unpaid claims other than for 
disability claims. Liabilities for unpaid claims are estimated using the input of assessments for 
individual cases reported to the Company and statistical analyses for the claims incurred but 
not reported, and to estimate the expected ultimate cost of more complex claims that may be 
affected by external factors (such as court decisions) 
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2.10.3. Liability Adequacy test 
 
At each end of the reporting period, liability adequacy tests are performed to ensure the 
adequacy of the contract liabilities net of related deferred acquisition costs (DAC) assets. In 
performing these tests, current best estimates of future contractual cash flows and claims 
handling and administration expenses, as well as investment income from the assets backing 
such liabilities, are used. Any deficiency is immediately charged to profit or loss initially by 
writing off DAC and by subsequently establishing a provision for losses arising from liability 
adequacy tests (the unexpired risk provision). 
 
2.10.4. Reinsurance contracts held 
 
Contracts entered into by the Company with reinsurers under which the Company is 
compensated for losses on one or more contracts issued by the Company and that meet the 
classification requirements for insurance contracts are classified as reinsurance contracts held. 
Contracts that do not meet these classification requirements are classified as financial assets. 
Insurance contracts entered into by the Company under which the contract holder is another 
insurer (inwards reinsurance) are included with insurance contracts. 
 
 
The benefits to which the Company is entitled under its reinsurance contracts held are 
recognised as reinsurance assets. These assets consist of short-term balances due from 
reinsurers, as well as longer term receivables that are dependent on the expected claims and 
benefits arising under the related reinsured insurance contracts. Amounts recoverable from or 
due to reinsurers are measured consistently with the amounts associated with the reinsured 
insurance contracts and in accordance with the terms of each reinsurance contract. Reinsurance 
liabilities are primarily premiums payable for reinsurance contracts and are recognised as an 
expense when due. 
 
In certain cases, a reinsurance contract is entered into retrospectively to reinsure a notified 
claim under the Company’s property or casualty insurance contracts. Where the premium due 
to the reinsurer differs from the liability established by the Company for the related claim, the 
difference is amortised over the estimated remaining settlement period. 
 
The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is 
objective evidence that the reinsurance asset is impaired, the Company reduces the carrying 
amount of the reinsurance asset to its recoverable amount and recognises that impairment loss 
in the profit or loss 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. 
 
2.10.5. Receivables and payables related to insurance contracts and investment 
contracts 
 
Receivables and payables are recognised when due. These include amounts due to and from 
agents, brokers and insurance contract holders. If there is objective evidence that the insurance 
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receivable is impaired, the Company reduces the carrying amount of the insurance receivable 
accordingly and recognises that impairment loss in the income statement. The Company 
gathers the objective evidence that an insurance receivable is impaired using the same process 
adopted for loans and receivables. 
 
 
The impairment loss is calculated under the same method used for these financial assets. 
 
2.10.6. Salvage and subrogation reimbursements 
 
Some insurance contracts permit the Company to sell (usually damaged) property acquired in 
settling a claim (for example, salvage). the Company may also have the right to pursue third 
parties for payment of some or all costs (for example, subrogation). 
 
 
Estimates of salvage recoveries are included as an allowance in the measurement of the 
insurance liability for claims, and salvage property is recognised in other assets when the 
liability is settled. The allowance is the amount that can reasonably be recovered from the 
disposal of the property. 
 
 
Subrogation reimbursements are also considered as an allowance in the measurement of the 
insurance liability for claims and are 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. 
 
2.11.Revenue recognition 
 

a) Gross premiums 
 
Gross general insurance written premiums comprise the total premiums receivable for the 
whole period of cover provided by contracts entered into during the reporting period. They are 
recognised on the date on which the policy is effective. Premiums include any adjustments 
arising in the reporting period for premiums receivable in respect of business written in prior 
accounting periods. Premiums collected by intermediaries, but not yet received, are assessed 
based on estimates from underwriting or past experience and are included in premiums written. 
 
Unearned premiums are those proportions of premiums written in a year that relate to periods 
of risk after the reporting date. Unearned premiums are calculated using the 1/24th method as 
prescribed by Licensing and Supervision of Insurance Business Directive No SIB/17/98. The 
proportion attributable to subsequent periods is deferred as a provision for unearned premiums. 
 
 

b) Reinsurance premiums 
 
Gross general reinsurance premiums ceded comprise the total premiums payable for the whole 
cover provided by contracts entered into in the period and are recognised on the date on which 
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the policy incepts. Premiums include any adjustments arising in the accounting period in 
respect of reinsurance contracts incepting in prior accounting periods. 
 
 
Unearned reinsurance premiums are those proportions of premiums ceded in a year that relate 
to periods of risk after the reporting date. Unearned reinsurance premiums are deferred over 
the term of the underlying direct insurance policies for risks-attaching contracts and over the 
term of the reinsurance contract for losses-occurring contracts. 
 
 
Reinsurance premiums and claims on the face of the statement of profit or loss have been 
presented as negative items within premiums and net benefits and claims, respectively, because 
this is consistent with how the business is managed.  
 

c) Fees and commission income 
 
Insurance 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. 
 

d) Investment income 
 
Interest income is recognised in the statement of profit or loss as it accrues and is calculated by 
using the EIR method. Fees and commissions that are an integral part of the effective yield of 
the financial asset are recognised as an adjustment to the EIR of the instrument. 
 
Investment income also includes dividends when the right to receive payment is established, 
which is generally when the shareholders approve and declare the dividend. 
 
2.12.Gross benefits and claims 
 
General insurance and health claims include all claims occurring during the year, whether 
reported or not, related internal and external claims handling costs that are directly related to 
the processing and settlement of claims, a reduction for the value of salvage and other 
recoveries, and any adjustments to claims outstanding from previous years.  
 
2.13.Reinsurance claims 
 
Reinsurance claims are recognised when the related gross insurance claim is recognised 
according to the terms of the relevant contract. 
 
2.14.Employee benefits 
 
(a) Wages, salaries and annual leave 

 
Wages, salaries, bonuses, other contributions, paid annual leave and sick leave are accrued in 
the year in which the associated services are rendered by employees of the Company.  
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(b) Defined contribution plan 
 
The company operates two defined contribution retirement benefit schemes for its employees. 
A defined contribution plan is a pension plan under which the company pays fixed 
contributions into a separate entity. In a defined contribution plan, the actuarial risk falls 'in 
substance' on the employee. They include; 
 
i)   pension scheme in line with the provisions of Ethiopian pension of private organisation 
employees proclamation 715/2011.  Funding under the scheme is 7% and 11% by employees 
and the Company respectively; 
 
ii)  provident fund contribution, funding under this scheme is 7% and 13% by employees and 
the Company respectively based on the employees' salary.  
 
The company has no legal or constructive obligations to pay further contributions if the fund 
does not hold sufficient assets to pay all employees the benefits relating to employee service in 
the current and prior periods.  
 
 
The assets of this scheme are held in separate trustee administered funds, which are funded by 
contributions from both the employee and the company. The contributions are recognised as 
employee benefit expense in the profit or loss in the year they relate. Prepaid contributions are 
recognised as an asset to the extent that a cash refund or a reduction in the future payments is 
available. 
 
2.15.Fair value measurement 
 
The Company measures financial instruments classified as available-for-sale at fair value at 
each year end. Fair value related disclosures for financial instruments and non-financial assets 
that are measured at fair value or where fair values are disclosed are, summarised in the 
following notes: 
 
 
• Disclosures for valuation methods, significant estimates and assumptions Note 4.8.1 and 
Notes 3 
 
• Quantitative disclosures of fair value measurement hierarchy Note 4.8.2 
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in 
an orderly transaction between market participants at the measurement date. The fair value 
measurement is based on the presumption that the transaction to sell the asset or transfer the 
liability takes place either: 
 
•   In the principal market for the asset or liability, or 
•   In the absence of a principal market, in the most advantageous market for the asset or 
liability. 
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The principal or the most advantageous market must be accessible by the Company. 
 
 
The fair value of an asset or a liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market participants act 
in their economic best interest. 
 
The Company uses valuation techniques that are appropriate in the circumstances and for which 
sufficient data are available to measure fair value, maximising the use of relevant observable 
inputs and minimising the use of unobservable inputs. 
 
 
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. 
 
 
2.16. Provisions 
 
Provisions are recognised when the Company has a present obligation (legal or constructive) 
as a result of a past event, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable estimate can be made of the 
amount of the obligation. When the Company expects some or all of a provision to be 
reimbursed, for example, under an insurance contract, the reimbursement is recognised as a 
separate asset, but only when the reimbursement is virtually certain. The expense relating to a 
provision is presented in income statement net of any reimbursement. 
 
 
If the effect of the time value of money is material, provisions are discounted using a current 
pre-tax rate that reflects, when appropriate, the risks specific to the liability. When discounting 
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is used, the increase in the provision due to the passage of time is recognised as other operating 
expenses. 
 
2.17. Share capital 
 
Incremental costs directly attributable to the issue of new shares or options or to the acquisition 
of a business are shown in equity as a deduction, net of tax, from the proceeds. The excess of 
the issue price over the par value is recorded in the share premium reserve. 
 
2.18. Earnings per share 
The Company presents basic and diluted earnings per share (EPS) for its ordinary shares.  Basic 
EPS are calculated by dividing the profit or loss attributable to ordinary shareholders of the 
Company by the weighted average number of shares outstanding during the period. 
 
 
Diluted EPS is determined by adjusting the profit of loss attributable to ordinary shareholders 
and weighted average number of ordinary shares outstanding for the effect of all diluted 
potential ordinary shares. 
 
2.19. Dividends 
 
Dividends are recorded in equity in the period in which they are declared. Any dividends 
declared after the end of the reporting period and before the financial statements are authorised 
for issue, are disclosed in the subsequent events note. The statutory accounting reports of the 
Company are the basis for profit distribution and other appropriations. Ethiopian legislation 
identifies the basis of distribution as the current year net profit.  
 
 
2.20. Leases  
 
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. 
 
Company as a lessee 
 
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.  
 
2.21. Income taxation 
 
(a). Current income tax 
 
The income tax expense or credit for the period is the tax payable on the current period’s 
taxable income based on the applicable income tax rate adjusted by changes in deferred tax 
assets and liabilities attributable to temporary differences and to unused tax losses. 
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The current income tax charge is calculated on the basis of the tax laws enacted or substantively 
enacted at the end of the reporting period in Ethiopia. Management periodically evaluates 
positions taken in tax returns with respect to situations in which applicable tax regulation is 
subject to interpretation. It establishes provisions where appropriate on the basis of amounts 
expected to be paid to the tax authorities. 
 
(b). Deferred tax 
 
Deferred tax is recognised on temporary differences arising between the tax bases of assets and 
liabilities and their carrying amounts in the financial statements. However, deferred tax 
liabilities are not recognised if they arise from the initial recognition of goodwill; deferred tax 
is not accounted for if it arises from initial recognition of an asset or liability in a transaction 
other than a business combination that at the time of the transaction affects neither accounting 
nor taxable profit or loss. 
 
Deferred tax is determined using tax rates (and laws) that have been enacted or substantively 
enacted by the balance sheet date and are expected to apply when the related deferred tax asset 
is realised or the deferred tax liability is settled. 
 
Deferred tax assets are recognised only to the extent that it is probable that future taxable profit 
will be available against which the temporary differences can be utilised. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset 
current tax assets against current tax liabilities and when the deferred taxes assets and liabilities 
relate to income taxes levied by the same taxation authority on either the same taxable entity 
or different taxable entities where there is an intention to settle the balances on a net basis. 
 
3. Significant accounting judgements, estimates and assumptions 
 
The preparation of the Company’s financial statements requires management to make 
judgements, estimates and assumptions that affect the reported amount of revenues, expenses, 
assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent 
liabilities. Uncertainty about these assumptions and estimates could result in outcomes that 
require a material adjustment to the carrying amount of assets or liabilities affected in future 
periods. 
 
Other disclosures relating to the Company’s exposure to risks and uncertainties includes: 
 
• Capital management Note 4.7 
• Financial risk management and policies Note 4.3 
• Sensitivity analyses disclosures Note 4.2 
 
3.11.Judgements 
 
In the process of applying the Company’s accounting policies, management has made the 
following judgements, which have the most significant effect on the amounts recognised in the 
financial statements: 
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Operating lease commitments -Company as lessee 
 
The Company has entered into commercial property leases. The Company has determined, 
based on an evaluation of the terms and conditions of the arrangements, such as the lease term 
not constituting a substantial portion of the economic life of the commercial property, that it 
does not retain all the significant risks and rewards of ownership of these properties and 
accounts for the contracts as operating leases. 
 
3.12.Estimates and assumptions 
 
The key assumptions concerning the future and other key sources of estimation at the reporting 
date, that have a significant risk of causing a material adjustment to the carrying amounts of 
assets and liabilities within the next financial year, are described below. 
  
 
The Company based its assumptions and estimates on parameters available when the financial 
statements were prepared. Existing circumstances and assumptions about future developments, 
however, may change due to market changes or circumstances beyond the control of the 
Company. Such changes are reflected in the assumptions when they occur. 
 
Non-life insurance (which comprises general insurance and healthcare) contract liabilities 
  
 The liability for non-life insurance contracts is either based on current assumptions or on 
assumptions established at the inception of the contract, reflecting the best estimate at the time 
together with a margin for risk and adverse deviation. All contracts are subject to a liability 
adequacy test, which reflect management’s best current estimate of future cash flows. 
 
Certain acquisition costs related to the sale of new policies are recorded as deferred acquisition 
costs (DAC) and are amortised to the consolidated statement of profit or loss over time. If the 
assumptions relating to future profitability of these policies are not realised, the amortisation 
of these costs could be accelerated and this may also require additional impairment write-offs 
to the consolidated statement of profit or loss. The main assumptions used relate to investment 
returns, expenses, lapse and surrender rates and discount rates. 
 
The main assumption underlying these techniques is that a Company’s past claims 
development experience can be used to project future claims development and hence ultimate 
claims costs. As such, these methods extrapolate the development of paid and incurred losses, 
average costs per claim and claim numbers based on the observed development of 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. Large claims are usually separately addressed, either by being reserved at the 
face value of loss adjuster estimates or separately projected in order to reflect their future 
development. 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.  
 
 
Additional qualitative judgement is used to assess the extent to which past trends may not apply 
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in future, (e.g., to reflect one-off occurrences, changes in external or market factors such as 
public attitudes to claiming, economic conditions, levels of claims inflation, judicial decisions 
and legislation, as well as internal factors such as portfolio mix, policy features and claims 
handling procedures) in order to arrive at the estimated ultimate cost of claims that present the 
likely outcome from the range of possible outcomes, taking account of all the uncertainties 
involved.  
 
Similar judgements, estimates and assumptions are employed in the assessment of adequacy of 
provisions for unearned premium. Judgement is also required in determining whether the 
pattern of insurance service provide by a contract requires amortisation of unearned premium 
on a basis other than time apportionment.  
 
Impairment losses on insurance receivables 
 
The Company assesses at the end of every reporting period whether there is any objective 
evidence that its premium receivable is impaired. The Company determines whether 
impairment losses are incurred if and only if there is objective evidence of impairment as a 
result of one or more events that occurred after the initial recognition of the receivable (a "loss 
event‟) and that loss event (or events) has an impact on the estimated future cash flows of the 
receivable that can be reliably estimated, or a trigger event is identified.  
 
 
The following impairment triggers have been set by the Company: 
 
(a) significant financial difficulty of the premium debtor; 
 
(b) significant financial difficulty of the broker; 
 
(c) a breach of agreements, such as payment defaults or delinquency in premium payments; 
 
(d) Economic, regulatory or legal reasons relating to the premium debtor's financial difficulty, 
 granting to the premium debtor a concession that the Company would not otherwise consider; 
(e) High probability that the premium debtor will enter bankruptcy or other financial  
reorganisation. 
 
If any of the impairment triggers are identified, the Company specifically assess the premium 
debt for impairment. Where no impairment trigger is identified, or no objective evidence of 
impairment exists, the Company assesses its premium debts collectively for impairment using 
the historical loss rate model. 
 
 
The historical loss rate model considers the historical recoveries (cash flows) on premium debts 
for policies written in prior years, in order to determine the loss given default ratio on 
outstanding premium as at the reporting date. The model also considers premium receipts 
subsequent to the reporting date. The loss ratio derived is used to determine the allowance for 
impairment on premium debts. 
 
Collective impairment incorporates the following: 
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• current and reliable data, management's experienced credit judgements, and all known 
relevant internal and external factors that may affect collectability; 
 
• historical loss experience or where institutions have no loss experience of their own or 
insufficient experience, peer company experience for a comparable company's of financial 
instruments at amortized cost; 
 
• adjustments to historical loss experiences on the basis of current observable data to reflect the 
effects of current conditions. 
 
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. 
 
Liabilities arising from insurance contracts 
  
Liabilities for unpaid claims are estimated on case by case basis. The reserves made for claims 
fluctuate based on the nature and severity of the claim reported. Claims incurred but not 
reported are determined using statistical analyses and the Company deem the reserves as 
adequate. 
 
Impairment losses on available-for-sale equity financial assets 
  
The Company determines that available-for-sale equity financial assets are impaired when 
there has been a significant or prolonged decline in the fair value below its cost. This 
determination of what is significant or prolonged requires judgement. In making this 
judgement, the Company evaluates among other factors, the normal volatility in share price, 
the financial health of the investee, industry and sector performance, changes in technology, 
and operational and financing cash flow. Impairment may be appropriate when there is 
evidence of deterioration in the financial health of the investee, industry and sector 
performance, changes in technology, and financing and operational cash flows.  
 
The Company's available-for-sale equity financial assets were assessed for impairment during 
the year and there was no identified objective evidence of impairment. 
 
 
Fair value measurement of financial instruments 
When the fair values of financial assets and financial liabilities recorded in the statement of 
financial position cannot be measured based on quoted prices in active markets, their fair value 
is measured using valuation techniques including the discounted cash flow (DCF) model. The 
inputs to these models are taken from observable markets where possible, but where this is not 
feasible, a degree of judgement is required in establishing fair values. Judgements include 
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions 
about these factors could affect the reported fair value of financial instruments. See Note 4.8.2 
for further disclosures. 
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Income taxes 
 
Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax 
laws, and the amount and timing of future taxable income. Given the long-term nature and 
complexity of existing contractual agreements, differences arising between the actual results 
and the assumptions made, or future changes to such assumptions, could necessitate future 
adjustments to tax income and expense already recorded. The amount of such provisions is 
based on various factors, such as experience of previous tax audits and differing interpretations 
of tax regulations by the taxable entity and the responsible tax authority. 
 
 
Deferred tax assets are recognised for unused tax losses to the extent that it is probable that 
taxable profit will be available against which the losses can be utilised. Significant management 
judgement is required to determine the amount of deferred tax assets that can be recognised, 
based upon the likely timing and the level of future taxable profits together with future tax 
planning strategies. 
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4 Insurance and financial risk management
4.1 Introduction

4.1.1 Risk management structure

4.1.2 Risk measurement and reporting systems

4.1.3 Risk mitigation

4.2 Insurance risk

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

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

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

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

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

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

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

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

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

30 June 2022 Gross Reinsurance Net
liabilities liabilities liabilities
Birr'000 Birr'000 Birr'000

Fire 4,552          2,450           2,102                       
Accident and Health 1,348          63                1,285                       
Motor 116,452      9,855           106,597                   
W/C Ordinary 1,829          922              907                         
Marine Cargo and Goods in Transit 5,138          2,072           3,065                       
Pecuniary 74,601        57,693         16,908                     
General Liability 13,040        4,730           8,310                       
Engineering 9,593          6,891           2,702                       
Others 6,024          4,756           1,269                       

Total non-life insurance contract liabilities       232,577           89,432                    143,145 

30 June 2021
Fire 3,657          1,618           2,039                       
Accident and Health           1,146 74                1,072                       
Motor       115,760 12,110         103,650                   
W/C Ordinary           1,589 215              1,374                       
Marine Cargo and Goods in Transit           4,863 1,613           3,250                       
Pecuniary         61,184 46,184         15,000                     
General Liability         13,954 1,032           12,921                     
Engineering           9,520 2,486           7,034                       
Others           6,181 5,924           257                         

Total non-life insurance contract liabilities       217,854           71,256                    146,598 

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

The Company principally issues the following types of general insurance contracts: fire, accident and health,
motor, Workmen compensation, marine cargo and goods in transit, pecuniary, general liability, engineering, others
and all risks. 
The table below sets out the concentration of non–life insurance contract liabilities by type of contract:
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30 June 2022  30 June 2021 
liabilities Change in assumptions Birr'000 Birr'000

Average claim cost +10% +10%           21,814                        1,699 
Average number of claims +10% +10%           21,814                        1,699 

Decrease in gross 

Average claim cost -10%           17,848                       (1,339)
Average number of claims -10%           17,848                       (1,339)

IBNR 19,796         15,013                     
Outstanding claims 100,990       117,844                   
Actual gross liabilities 120,786       132,857                   

Claims development table

Gross non–life insurance contract outstanding claims provision for 2022:

2017 2018 2019 2020 2021 2022
Accident year Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000

2017 34,569      36,748    72,339         52,715           51,253                      57,580 
2018 17,732      33,630    36,279         36,538           30,199                              -   
2019 6,181          2,957      1,619           2,935                  -                                -   
2020 905                663      1,340                 -                    -                                -   
2021 179             1,382            -                   -                    -                                -   
2022         40              -              -                   -                    -                                -   

Cumulative Paid Claims   59,605      75,379  111,578         92,187           81,452                      57,580 
Outstanding Claims Reported2,749             238    18,394         20,873           25,958 32,778                     
IBNR -                    -              -                  60             2,027 17,709                     

Ultimate Claims Projected   62,354      75,618  129,973       113,120         109,437                    108,067 

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

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

Financial instruments by category 

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

Notes
Available-

For-Sale
Loans and 
receivables Total

30 June 2022 Birr'000 Birr'000 Birr'000

Cash and cash equivalents 14 -             45,586         45,586                     
Investment securities -                          
     - Available for sale 15 71,868        71,868                     
Trade and other receivables 16 -             4,628           4,628                       
Reinsurance assets 17 -             158,241       158,241                   

Total financial assets 71,868        208,455       280,323                   

Notes
Available-

For-Sale
Loans and 
receivables Total

30 June 2021 Birr'000 Birr'000 Birr'000
Cash and cash equivalents 14 -             36,028         36,028                     
Investment securities -                          
     - Available for sale 15 59,500        -               59,500                     
Trade and other receivables 16 -             17,472         17,472                     
Reinsurance assets 17 -             102,221       102,221                   
Total financial assets 59,500        155,721       215,220                   

4.4 Credit risk

4.4.1 Management of credit risk

4.4.2 Concentration of credit risk

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

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

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

The credit risk of the Company have been concentrated in the following key areas of activities.
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(a)

(b) Reinsurance

30 June 2022  30 June 2021 
Birr'000 Birr'000

Cash and cash equivalents           45,586                      36,028 
Investment securities
     - Available for sale           71,868                      59,500 
Trade and other receivables             4,628                      17,472 
Reinsurance assets         158,241                    102,221 

        280,323                    215,220 
4.4.3 Credit quality analysis

(a)

(b) Credit quality of trade and other receivables
Neither 
past due 

nor 
impaired

Past due 
but not 

impaired

 
Individually 

impaired Total
30 June 2022 Birr'000 Birr'000 Birr'000 Birr'000
Insurance receivables
Due from policy contract holders                              -   
Due from Co-insurers 2,879                            2,879 
Due from agents, brokers and intermediaries                              -   

     2,879                 -                    -                          2,879 
Other loans and receivables
Other receivables      1,050                  -                          1,050 
Staff debtors         699                           699 
Gross amount      1,749                 -                    -                          1,749 
Less: Specific impairment allowance (note 16.1)                              -   

     1,749                 -                    -                          1,749 
     4,628                 -                    -                          4,628 

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

Investing/lending activities

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

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

Total maximum exposure  

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

Credit quality of cash and cash equivalents
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Neither 
past due 

nor 
impaired

Past due 
but not 

impaired

 
Individually 

impaired Total
30 June 2021 Birr'000 Birr'000 Birr'000 Birr'000

Insurance receivables

Due from policy contract holders            -                   -                    -                                -   
Due from Co-insurers         828                 -                    -                             828 
Due from agents, brokers and intermediaries            -                   -                    -                                -   

        828                 -                    -                             828 
Other loans and receivables

Other receivables    15,900                 -                    -                        15,900 
Staff debtors         744                 -                    -                             744 
Gross amount    16,645                 -                    -                        16,645 
Less: Specific impairment allowance (note 16.1)            -                   -                    -                                -   

   16,645                 -                    -                        16,645 
   17,472                 -                    -                        17,472 

(i) Trade and other receivables - neither past due nor impaired

 30 June  30 June 2021 
Birr'000 Birr'000

Neither past due nor impaired             4,628                      17,472 

            4,628                      17,472 

(c ) Reinsurance assets

4.4.4 Allowance for impairment

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

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. 

The credit quality of the portfolio of loans and advances to customers that were neither past due nor impaired can
be assessed by reference to the customer's ability to pay based on loss experience. Receivables in this category are
past due for less than 30 (thirty) days. The exposure to credit risk associated with other loans and receivables is low. 
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 30 June  30 June 2021 
Birr'000 Birr'000

Other receivables -               -                          

Total allowance for impairment -               -                          

4.5 Liquidity risk

4.5.1 Management of liquidity risk

4.5.2 Measurement of liquidity risk

4.6 Market risk

4.6.1 Management of market risk

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

In addition, the Company should maintain than 60% of admitted asset should be maintained at bank deposits and
treasury bills. Based on forecasted cash flow statement of the year, the Company may arrange appropriate form of
bank loan facility such as bank overdraft to make funds available for those times where cash flow short falls are
predicted. 

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

a) Notifying regularly the cash position and the expected commitments of the company
b) Proposing appropriate investment opportunities in line with insurance supervision directives.
c) Liability settlements shall be undertaken on the basis of cash flow of the company
d) Finance Department will be responsible to report, monitor, evaluate and implement decisions affecting liquidity
in line with the finance manual performance standards and reporting formats.

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

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

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

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

Market risk is managed by the Business Development Department and Finance & Investment Department subject
to inputs from the Board of directors, to identify any adverse movement in the underlying variables.
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4.6.2 Measurement of market risk

4.6.3 Monitoring of market risk

(i) Interest rate risk

30 June 2022 Fixed
Non-interest 

bearing Total
Birr'000 Birr'000 Birr'000

Assets
Cash and bank balances 45,010        135              45,145                     
Investment securities -                          
     - Available for sale 71,868         71,868                     
Trade and other receivables 4,628           4,628                       
Reinsurance assets 158,241       158,241                   
Total 45,010        234,872       279,882                   

Interest rate risk is the risk that the value of a financial instrument will be affected by changes in market interest
rates. 

The Company’s exposure to the risk of changes in market interest rates relates primarily to it's financial obligations
and financial assets with fixed interest rates. The Company’s investment portfolio is comprised of Ethiopian
government bonds and cash deposits. 

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

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

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

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

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

a) Equity investments are made often by conducting a thorough study and assessment,
b) Equity investments are acquired from companies where the return is not less 10%,
c) Investment will not exceed in concentration more than 20% in one Company and the total amount will not
exceed 10 million Birr,
d) To adjust for price fluctuations, a revaluation of on-balance sheet assets will be carried every two years
e) The risk profile of every investment is made after the closing of accounts every year and action is taken based on
appropriate recommendations
f) Technological related risks will be evaluated to see if the area of investment is prone to risks
g) Every investment proposal need to be approved by Board of Directors,
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 Liabilities  

Insurance payables  11,205 11,205 
Other liabilities  9,599 9,599 
Total - 20,804 20,804 

 
 

30 June 2021 

 
 

Fixed 

 
Non-interest 

bearing 

 
 

Total 
 Birr'000 Birr'000 Birr'000 

Assets    

Cash and bank balances 35,908 120 36,028 
Investment securities   - 

- Available for sale  59,500 59,500 
Trade and other receivables - 17,472 17,472 
Reinsurance assets - 102,221 102,221 
Total 35,908 179,313 215,220 

Liabilities 
   

Insurance payables - 3,962 3,962 
Other liabilities - 4,713 4,713 
Total - 8,675 8,675 

(ii) Foreign exchange risk 
   

 

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

 

(iii) Price risk 

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.  

4.7 Capital management 
 

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

 
According to the Licensing and Supervision of Insurance Business Margin of Solvency (MOS) Directives No. 
SIB/45/2016 of the National Bank of Ethiopia, an insurer carrying on general 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 shal l 
keep admitted capital amounting to the higher of 10% of technical provisions or the minimum paid up capital.  

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

 
 30 June 

Birr'000 
30 June 2021 

Birr'000 
 Admissible assets    
  

Cash and bank balances 
A  

45,586 
 

36,028 
 Investment securities    
 - Available for sale  76,970 88,644 
 - Loans and receivables  71,868 59,500 
 Trade and other receivables  4,628 17,472 
 Reinsurance assets  158,241 102,221 
 Deferred tax assets  - - 
 Other receivables  1,704 1,842 
 Property, plant and equipment  153,566 127,697 
   512,563 433,403 
 Admissible liabilities B   

 
Insurance contract liabilities 

 
232,577 217,854 

 Deferred tax liabilities 
Current income tax liabilities 
Insurance payables 

 2,600 
- 

103,974 

1,765 
- 

43,767 
 Other liabilities  18,224 66,278 
   357,375 329,664 
  

Excess (admitted capital)- (A-B) 
 

C 
 

155,188 
 

103,740 
 Net premium (Preceding 

Year) 
D 105,576 105,920 

  
Technical provision 

 
E 

 
232,577 

 
217,854 

 
Solvency margin 

   

 Limit of net premium i.e. 20% of net premium F 21,115 21,184 
 Limit of technical provision i.e. 25% of technical 

provision 
G 58,144 54,463 

 Minimum Paidup Capital H 60,000 60,000 

 Since C>H - Positive Solvency (C-H) 95,188 43,740 
 Solvency ratio  61% 42% 
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4.8 Fair value of financial assets and liabilities 

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

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

4.8.1 Valuation models 

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

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

 
● 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. 

4.8.2 Financial instruments not measured at fair value 
 

The carrying amounts of financial assets and liabilities approximate their carrying amount at the reporting date.  

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

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

4.8.5 Transfers between the fair value hierarchy categories 

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

4.9 Offsetting financial assets and financial liabilities 
There are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on a gross basis. 
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30 June 2022 30 June 2021 

 Birr'000 Birr'000 
5 Net premiums   

5.1 Gross premiums on insurance contracts   
 Gross premium written 212,778 159,837 
 Movement in unearned premium (26,975) (14,790) 
 Total gross premiums 185,802 145,047 
 
5.2 

 
Premiums ceded to reinsurers on insurance contracts 

  

 Non-life insurance (70,409) (44,247) 
 Change in unearned premiums provision 23,133 4,777 
 Total premiums ceded to reinsurers (47,276) (39,471) 
    
 Total net premiums 138,526 105,576 
 
6 

 
Fee and commission income 

  

 Policyholder administration services   
 Reinsurance commission income 12,482 5,831 
 Profit commision 5,831 2,099 
    
 Total fees and commission income 18,313 7,929 
 
7 

 
Net benefits and claims 

  

a Claims expenses 
Gross claims paid 

 
96,006 

 
92,936 

 
b 

 
Claims recovered from reinsurers 

  

 Claims ceded (14,027) (13,644) 
c Gross change in contract liabilities   

 Change in insurance contract outstanding claims provision (16,854) 42,552 
 Change in other technical provision (IBNR) 631 (846) 
 Loss recognised as a result of liability adequacy test - - 
 Claims recovery (18,155) (13,754) 
  (34,378) 27,952 
d Change in contract liabilities ceded to reinsurers   

 Change in insurance contract outstanding claims provision 8,928 (18,813) 
  8,928 (18,813) 

 Net claims and loss adjustment expense 56,529 88,431 
  

30 June 2022 0 June 2021 
  Birr'000 Birr'000 
8 Underwriting expenses   

 Sales commissions 10,007 10,065 
 Reinsurance faculative commission 4,152 820 
    
  14,159 10,885 
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9 Investment income 
Dividend income on equity investments 

 
12,367 

 
5,906 

Interest income on cash and short-term deposits 6,160 8,111 
Interest income on statutory deposits 1,622 1,519 
Rent income 2,189 321 
Total investment income 22,338 15,857 

10 Other operating income   

Gain on disposal of Property, plant and equipment 1,424 177 
Sundry income 366 630 

   
 1,791 806 

11 Other operating and administrative expenses 
  

Rental expenses 5,673 9,247 
Repair and maintenance 2,640 2,563 
Advertising and publication 1,670 1,610 
Communication 935 665 
Printing and stationery 3,048 1,664 
Entertainment 552 284 
Travelling and transportation expenses 273 299 
Insurance 981 628 
Office cleaning and supplies 112 407 
Legal and professional fees 158 141 
Board fees 1,415 1,080 
Audit fees 182 89 
Subscription and membership fees 521 147 
Depreciation on property and equipment (note 20) 5,488 3,869 
Bank charges 4,728 4,581 
Fuel, petrol and lubricant 2,084 1,484 
Share costs expenses 347 - 
IFRS cost for implementation 177 132 
Payment for Penality 158 32 
Sundry expenses 3,772 2,282 

 
34,912 31,204 

 
30 June 2022 0 June 2021 

  Birr'000 Birr'000 
12 Employee benefits expense   

 Salaries and wages 26,673 23,325 
 Staff allowances 857 738 
 Pension costs – Defined contribution plan 2,778 2,454 
 Severance costs – Defined benfit plan 499 135 
 Other staff expenses 5,474 1,666 
   

36,281 
 

28,317 
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 30 June 2022 
Birr'000 

0 June 2021 
Birr'000 

13 Company income tax and deferred tax   

13.1 Current income tax   

IFRS Accounting Profit 39,087 (28,668) 

Add : Disallowed Expense   

Entertainment Expense 552 284 
Provision for Annual Leave Expense 642 551 
Provision for Severance Expense 499 135 
Penality & Fines 158 32 
Depricatiion as per company policy (IFRS) 5,488 3,869 

 
46,425 (23,798) 

Less : Allowable income/Expense 
  

Deprication for tax purpose (5,283) (4,696) 
Dividend income taxed at source (12,367) (5,906) 
Interest income taxed at source (7,782) (9,630) 

 
(25,432) (20,232) 

Loss brought forward (44,030) 
 

Taxable Profit (23,037) (44,030) 
 

Current tax @ 30% 
 

- 
 

- 
 

30 June 2022 30 June 2021 
 Birr'000 Birr'000 
13.2 Current income tax liablity   

Balance at the beginning of the year 989 936 
charge for the year: - - 
Capital gains tax - - 
Prior year (over)/under provision - - 
Collection of Advance profit tax (989) (540) 
Withholding tax paid - current year 1,439 592 
Adjustment during the period  - 

Balance at the end of the year 1,439 989 
 
13.3 Deferred income tax 

  

 

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

 

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: 
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Deferred income tax assets/(liabilities): 

 
At 1 July 

2021 

Credit/ 
(charge) to 

profit or 

Credit/ 
(charge) to 

equity 

 
30 June 

2022 
 Birr'000 Birr'000 Birr'000 Birr'000 

Property, plant and equipment 2,077 - 985 3,062 
Post employment benefit obligation (312) - (150) (461) 
Total deferred tax assets/(liabilities) 1,765 - 835 2,600 

  
At 1 July 

Credit/ 
(charge) to 

Credit/ 
(charge) to 

 
30 June 

Deferred income tax assets/(liabilities): 2020 profit or equity 2021 
 Birr'000 Birr'000 Birr'000 Birr'000 

Property, plant and equipment 1,826 - 251 2,077 
Post employment benefit obligation (271) - (41) (312) 
Total deferred tax assets/(liabilities) 1,555 - 210 1,765 

  
Deffered tax Liability 

 
30 June 2022 

 
30 June 

  Birr'000 Birr'000 
 

Plant, Property & Equipment - carrying amount (IFRS) 155,492 129,551 
 Plant, Property & Equipment - tax base 145,287 122,629 
 Plant, Property & Equipment - Temorary difference 10,205 6,922 
 Deffered tax liablity - @ 30% 3,062 2,077 

 
Severance pay - carrying amount 1,538 1,039 

 Severance pay - tax base - - 
 Severance pay - Temporary difference 1,538 1,039 
 Change in Deffered tax asset - @ 30% 461 312 

 
Deffered tax (liablity) asset - @ 30% 2,600 1,765 

  30 June 2022 0 June 2021 
  Birr'000 Birr'000 
14 Cash and cash equivalents   

 Cash in hand 135 120 
 Deposits with local banks 45,451 35,908 
 Fixed time deposits 55,159 68,333 
 Restricted deposits with National Bank of Ethiopia 21,811 20,311 
  122,556 124,672 

Fixed time deposit have an average maturity of 12 months, and are made depending on the cash requirment of the 
company.The average interest rate on the deposits is 12.5%. The carrying amount reasonably approximate fair 
value at reporting date. 
Maturity analysis 30 June 2022 

Birr'000 
0 June 2021 

Birr'000 
 
Current 

 
45,586 

 
36,028 

Non- current 76,970 88,644 
 122,556 124,672 
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Restricted deposits with National Bank of Ethiopia represents deposits made with National Bank of Ethiopia 
(NBE) in accordance with Article 20 of Proclamation No 746/2012. The Company has a policy of maintaining 
the deposits at 15% of the paid up capital. The current balance represents the amount deposited up to June 30, 
2020. 

14.1 Cash and cash equivalents 

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

  30 June 2022 
Birr'000 

0 June 2021 
Birr'000 

 
Cash in hand 

 
135 

 
120 

Deposits with local banks 45,451 35,908 
 

45,586 36,028 
 

30 June 2022 0 June 2021 
 Birr'000 Birr'000 

15 Investment securities   

 Available for sale: 
Equity Investments 

 
71,868 

 
59,500 

  71,868 59,500 
 Loans and receivables: 

Ethiopian Government bonds 
  

  - - 

  71,868 59,500 
 

Maturity analysis 30 June 2022 
Birr'000 

0 June 2021 
Birr'000 

Current  - 
Non-Current 71,868 59,500 

 
71,868 59,500 

 
The Company holds equity investments in the following entities; 

  

 30 June 2022 
Number  Percentage N 
of shares of 

30 June 2021 
umber of Percentage 

shares of 
 '000 ownership '000 ownership 

Debub Global Bank S.C 14283 0.95% 11,606 0.68% 
Addis International Bank S.C 8511 0.77% 7,293 0.66% 
Bunna International Bank S.C 23111 0.75% 18,896 0.75% 
Ethiopian Reinsurance S.C 4804 0.96% 4,000 0.40% 
Abay Bank S.C 16248 0.45% 13,361 0.48% 
Enat Bank S.C   4911  

71,868 
0.33% 4,344 0.26% 

59,500 
 

These investments are unquoted equity securities measured at cost. 
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The fair value of the unquoted equity securities carried at cost cannot be reliably estimated as there are no  active 
market for these financial instruments; they have therefore been disclosed at cost less impairment. 

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

 
 30 June 2022 

Birr'000 
0 June 2021 

Birr'000 
16 Trade and other receivables   

Insurance receivables   

Due from policy contract holders - - 
Due from Co-insurers 2,879 828 
Due from agents, brokers and intermediaries - - 
Gross amount 
Less: Specific impairment allowance 

2,879 828 

 2,879 828 

Other loans and receivables 
  

Other receivables 1,050 15,900 
Staff debtors 699 744 
Gross amount 1,749 16,645 
Less: Impairment allowance (note 16.1)   - -  

  1,749 16,645 

Gross amount 4,628 17,472 
 

 
Maturity analysis 30 June 2022 30 June 

Birr'000 Birr'000 
 

Current 4,628 17,472 
Non- current   - 

4,628 17,472 
 

16.1 Impairment allowance on uncollectable premium from clients 

A reconciliation of the provision for uncollectable premium from clients, is as follows: 
30 June 202230 June 2021 

 Birr'000 Birr'000 

At 1 July - 903 
Charge for the year (note 16) - - 
Recoveries - (903) 
At 30 June - - 
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30 June 2022 30 June 

  Birr'000 Birr'000 
17 Reinsurance assets 

Reinsurance recoverable on outstanding claims (note 17.1) 
 

50,961 
 

55,918 
Reserve for unexpired risk for cession (note 17.2) 38,470 15,338 
Gross amount 89,432 71,256 
Recoverable on claims paid & Re-Insurance Commission 68,809 30,965 

 158,241 102,221 
Less: Specific impairment allowance - - 

 
158,241 102,221 

 30 June 2022 0 June 2021 
 Birr'000 Birr'000 

17.1 Reinsurance recoverable on outstanding claims & Re-insurance Commissions 
  

Recoverable on claims - Incurred but not yet reported 7,300 3,329 
Recoverable on outstanding claims 43,662 52,590 

 50,961 55,918 

The movement in reinsurance recoverable on outstanding claims as:   

Balance at beginning of the year 55,918 55,918 
Recoveries during the year   

Increase (decrease) in recoverable during the year -4,957 - 

Balance at end of year 50,961 55,918 
 
17.2 Reserve for unexpired risk for cession 

  

The movement in reserve for unexpired risk for cession is analysed as follows:   

Balance at beginning of the year 15,337 10,561 
Cost incurred during the year 23,133 4,777 
Amortised during the year - - 

 Balance at end of year 38,470 15,337 
18 Deferred acquisition cost   

 Fire 436 313 
 Accident and Health 39 159 
 Motor 2,373 2,568 
 W/C Ordinary 87 109 
 Marine Cargo and Goods in Transit 412 276 
 Pecuniary 2,787 947 
 General Liability 785 919 
 Engineering 940 476 
 Others 97 137 
  

7,956 5,906 
 

This represents commission on unearned premium relating to the unexpired tenure of risk. 
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19 Other assets 

30 June 2022   0 June 2021 
  Birr'000 Birr'000 

Sundery debtors 264 733 
Non-Current asset held for sale 3,505 5,308 
Advance profit tax 1,440 1,109 
Prepayments   3,687 3,248 

  8,897 10,398 
Maturity analysis 
Current 4,945 6,417 
Non- current   3,951 3,982 

 
  8,897 10,398 

 
 

Building 
and 

Partition 

 
 

Motor 
vehicles 

Compute 
r and 

accessori 
es 

 
 

Office 
equipment 

 
 

Furniture 
and fittings Total 

 

20 Property, plant and equipment 

Cost 

Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 

As at 1 July 2020 5,685 24,644 3,221 2,721 2,631 38,901 
Additions 100,147 4,629 703 1,085 453 107,017 
Disposals - (632) - - - (632) 
Reclassification - - - - - -  
As at 30 June 2021 105,832 28,641 3,924 3,805 3,084 145,287  

 
As at 1 July 2021 105,832 28,641 3,924 3,805 3,084 145,287 
Additions 27,689 2,708 376 391 399 31,563 
Disposals - (1,260) - - - (1,260) 
Reclassification - - - - - -  
As at 30 June 2022 133,521 30,089 4,300 4,196 3,483 175,590  

 
Accumulated depreciation 
As at 1 July 2020 267 7,950        1,943 1,177 944 12,280 
Charge for the year 110  2,587 467  419  286  3,869 
Disposals  -  (413)  -   -   -  (413) 
As at 30 June 2021 377 10,124        2,410 1,595 1,230 15,736  

 
As at 1 July 2021 377 10,124        2,410 1,595 1,230 15,736 
Charge for the year 1,408   2,850 468  434  327   5,488 
Disposals  -  (1,126)  -   -   -  (1,126) 
As at 30 June 2022 1,785 11,848        2,878 2,030 1,557 20,098  
Net book value 

 
As at 1 July 2020 5,418 16,694        1,278 1,544 1,687 26,622  
As at 30 June 2021 105,455 18,517        1,514 2,210 1,855 129,551 

 
               As at 30 June 2022                              131,736             18,241  1,422           2,166    1,926          155,492 
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30 June 2022   0 June 2021 
  Birr'000 Birr'000 

21 Insurance contract liabilities 

Non-life insurance contracts 
- Claims reported and loss adjustment expenses (note 21.1) 100,990 117,844 
- Claims incurred but not reported IBNR (note 21.1)    19,796  15,013 

120,786 132,857 

– Unallocated loss adjustment expense 3,515 3,696 
- Unearned premiums (note 21.2)   108,276 81,301 

Total insurance liabilities, gross   232,577 217,854 

Recoverable from reinsurers 

Non-life insurance contracts 
- Claims reported and loss adjustment expenses (note 17.1) 43,662 52,590 
- Claims incurred but not reported IBNR (note 17.1) 3,515 3,329 
- Unearned premiums (note 17)   107,279 46,302 
Total reinsurers’ share of insurance liabilities   154,456 102,221 

Non-life insurance contracts 
- Claims reported and loss adjustment expenses 57,328 65,254 
- Claims incurred but not reported IBNR   16,282 11,684 

73,610 76,939 
– Unallocated loss adjustment expense 3,515 3,696 
- Unearned premiums   997 34,999 

 
Total insurance contract liabilities, net   78,121 115,633 

Maturity analysis 
Current 78,121 115,633 
Non- current 

 
         78,121 115,633 

The gross claims reported, the loss adjustment expenses liabilities and the liability for claims incurred but not  reported 
are net of expected recoveries from salvage and subrogation. The amounts for salvage and subrogation at the end of 
years are not material. 
Movements in insurance liabilities and reinsurance assets is detailed below: 

 

30 June 2022 30 June 2021 
Birr'000  Birr'000   Birr'000  Birr'000  Birr'000 Birr'000 
Gross Reinsurance Net Gross Reinsuranc  Net 

 

21.1 Claims and loss adjustment expenses 
 

At 1 July 132,857 55,918 76,939 89,196 36,133 53,063 
Notified claims & IBNR (16,854) (8,928) (7,926) 42,552 18,813 23,739 
Change in Incurred but not repor 4,783 186 4,597 1,109 971 137 
Total at beginning of year 120,786 47,176 73,610 132,857 55,918 76,939 
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Cash paid for claims settled in year 
Increase in liabilities: 
- Arising from current-year claim 75,003 (14,027) 60,976 78,828 (13,644) 65,184 
- Arising from prior-year claims - - - - - - 

75,003 (14,027) 60,976 78,828 (13,644) 65,184 

 

As at 30 June 195,789 33,149 134,586 211,685 42,274 142,123  
 

21.2 Provisions for unearned premiums 
 

Unearned premium provision 
At 1 July 66,511 (10,561) 55,950 81,301 (15,338) 65,963 
Increase in the period 41,765 (23,133) 18,632 (14,790) 4,777 (10,013) 
Release in the period     -  -  -  

 
As at 30 June 108,276 (33,694) 74,582 66,511 (10,561) 55,950  

 

These provisions represent the liability for short-term insurance contracts for which the Company’s obligations are not 
expired at year-end. The unexpired risk provision relates to the casualty insurance contracts for which the Company 
expects to pay claims in excess of the related unearned premium provision. 

30 June 2022 30 June 2021 
  Birr'000 Birr'000 

22 Insurance payables 
Due to reinsurers 103,974 43,767 
Due to sales agents and brokers   - -  

  103,974 43,767 
22.1 Deffered Commission income 

At the beginning of the year 3,962 2,587 
Net Increase / (decrease) 7,243 1,375 

 
At the end of the year   11,205 3,962 

23 Other liabilities 
Financial liabilities 
Premium receivable in advance - - 
Pension fund payable 429 359 
Sales agents and brokers 5,414 3,617 
Sundry payables   3,755 737 

  9,599 4,713 

Other non financial liabilities 

Withholding tax and Valued added tax payables 612 458 
Employee income tax payable 682 542 
Accrual for leave liability 3,081 2,438 
Accruals 3,134 1,561 
Dividend payable   1,117 1,513 

  8,625 6,511 

Long term Loan - 55,054 

 
Gross amount   18,224 66,278 
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Maturity analysis 
Current 15,143 8,786 
Non- current   3,081 57,492 

  18,224 66,278 
- - 

The carrying amounts of deposits received from reinsurers and outstanding purchase of investment securities  
disclosed above approximate fair value at the reporting date. All amounts of deposits received from reinsurers  and 
outstanding purchase of investment securities are payable within one year. 

 
 
 

24 Retirement benefit obligation 
Defined benefits liabilities: 

30 June 2022   0 June 2021 
  Birr'000 Birr'000 

– Severance benefit plan (note 24.1)   1,538 1,039 
Liability in the statement of financial position   1,538 1,039 

 
Income statement charge included in personnel expenses: 
– Severance benefit plan (note 24.2)   1,141 1,141 
Total defined benefit expenses   1,141 1,141 

Remeasurements for: 
– Severance benefit plan (note 24.3)   328 328 

  328 328 
 

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

Retirement benefit obligation 
The severance benefit plan is an unfunded defined benefit scheme. 

 
The key financial assumptions are the discount rate and the rate of salary increases. The provision was based on an 
independent actuarial valuation performed by Actuarial Services East Africa Limited using the projected unit  credit 
method. 

 
The Company does not maintain any assets for the schemes but ensures that it has sufficient funds for the 
obligations as they crystallise. 

(i) Severance benefit plan 
The benefits under the Scheme are defined in the Labour Proclamation No.1156/2019 effective from 05 September 
2019 , which was an update from the previous Labour Proclamation No. 377/2003 and Labour Proclamation 
Amendment No. 494/2006 effective dates 26 February 2004 and 29 June 2006 respectively.The key change as noted from 
the new Labour Proclamation No. 1156/2019 is the additional benefits as follows: 

 
Where a contract of employment is terminated when the undertaking ceases 
operation permanently due to bankruptcy or for any other cause, the worker shall be paid an amount equal to the 
worker’s average daily wage of the last week of service multiplied by 60. 
Where a worker dies before receiving severance pay, his dependents will be paid: 

- 2 months wages for funeral expenses 
- A sum of 5 times the annual salary of the deceased and shall be paid in 
lump sum 50% to the spouse, 10% each child and 10% each parent. The total amount of the dependents’ benefit should 
Add up to 100% 
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30 June 2022  0 June 2021 
  Birr'000 Birr'000 

 
24.1 Liability recognised in the financial position   1,538 904 

30 June 2022   0 June 2021 
24.2 Amount recognised in the profit or loss   Birr'000 Birr'000 

Current service cost 991 780 
Interest cost   150 150 

  1,141 930 

24.3 Amount recognised in other comprehensive income: 
Remeasurement (gains)/losses arising from changes in 
demographic assumptions   328 (307) 

328 (307) 
Deferred tax (liability)/asset on remeasurement gain or loss    

  328 (307) 

24.4 Changes in the present value of the defined benefit obligation 

At the beginning of the year 1,039 904 
Current service cost 991 780 
Interest cost 150 150 
Remeasurement (gains)/losses arising from changes in demographic assumptions 328 (307) 
Past service cost  -  - 
Benefits paid   (970) (488) 
At the end of the year   1,538 1,039 

24.5 The principal assumptions used in determining defined benefit obligations 

30 June 2022  0 June 2021 
  Birr'000 Birr'000 

Discount rate (p.a) 14.25% 14.25% 
Long term salary increases (p.a) 12.3% 10.0% 

(i) Discount rate 

In Ethiopia, there is neither a deep market in corporate nor government bonds. Furthermore, the market for  treasury 
bills in Ethiopia is inefficient and does not appear to be market determined. IAS19 does not provide guidance for 
setting the discount rate in a country with limited government bonds or instruments. 

 
The Company therefore opted to use a discount rate of 14.25% (30 June 2020: 14.25%) based on the prevailing  
commercial banks lending rate as advised by the Association of Ethiopian Insurers. 

 

(ii) Long term salary increases 
The salary increase has been determined by the management as mutually compatible rate taking into account the likely 
future economic scenarios of the country. 
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(iii) Mortality rate 

Mortality is normally expressed as the probability of death within the next year for an individual of a specifc age. 
Different mortality rates are thus set for each age group (higher rates for older people) and this set of rates is  referred 
to as a mortality table. 

 
The mortality table used for the current employees was A1949/52 as published by the Institute of Actuaries. 

30 June 2022 30 June 2021 
Males Females Males Females  

20 0.111% 0.111% 0.111% 0.111% 
25 0.112% 0.111% 0.112% 0.111% 
30 0.116% 0.113% 0.116% 0.113% 
35 0.132% 0.120% 0.132% 0.120% 
40 0.188% 0.147% 0.188% 0.147% 
45 0.330% 0.231% 0.330% 0.231% 
50 0.599% 0.420% 0.599% 0.420% 
55 1.035% 0.750% 1.035% 0.750% 
60 1.720% 1.272% 1.720% 1.272% 

(iv) Withdrawals from service 
 

The withdrawal rate selected was based on experience in other similar arrangements. 

30 June 2022  30 June 2021 
Males Females Males Females 

20 15% 15% 15% 15% 
25 12% 12% 12% 12% 
30 6% 6% 6% 6% 
35 2.5% 2.5% 2.5% 2.5% 
40 1.8% 1.8% 1.8% 1.8% 
45 1% 1% 1% 1% 
50 0% 0% 0% 0% 
55 0% 0% 0% 0% 
60 0% 0% 0% 0% 

(v) Ill-health / Disability 

30 June 2022  30 June 2021 
Males Females Males Females 

20 0.040% 0.040% 0.040% 0.040% 
25 0.040% 0.040% 0.040% 0.040% 
30 0.040% 0.040% 0.040% 0.040% 
35 0.040% 0.040% 0.040% 0.040% 
40 0.063% 0.050% 0.063% 0.050% 
45 0.110% 0.080% 0.110% 0.080% 
50 0.200% 0.140% 0.200% 0.140% 
55 0.350% 0.250% 0.350% 0.250% 
60 0.570% 0.420% 0.570% 0.420% 
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24.6 Quantitative sensitivity analysis for significant assumption 

The sensitivity of the overall defined benefit liability to changes in the weighted principal assumption is: 
 

30 June 2022 30 June 2021 
 
 

Change in 
assumption 

Impact of an 
increase 

Impact of 
a decrease 

Impact of 
an increase 

Impact of a 
decrease 

  Birr'000 Birr'000 Birr'000 Birr'000 
 

Discount rate (+/-)1% (53,896) 60,806 (53,896) 60,806 
Long term salary increases (+/-)1% 58,285 (52,067) 58,285 (52,067) 

 
Base scenario figures 1,039,406 1,039,406 1,039,406 1,039,406 
Changed discount rate figures 985,510 1,100,211 985,510 1,100,211 
Changed longterm salary rate figures 1,097,691 987,339 1,097,691 987,339 

 

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 following payments are expected contributions to be made in for the next five (5) years out of the defined  benefit 
plan obligation: 

 

30 June 2022 30 June 2021 
  Birr'000 Birr'000 

 
Within the next 12 months (next annual reporting period) 0 0 
Between 1 to 5 years 6 4 
Above 5 years   1,531 1,035 

  1,538 1,039 

24.7 Risk exposure 
Through its post-employment benefit schemes, the Company is exposed to a number of risks. The most 
significant of which are detailed below: 

(i) Liquidity risk 

The defined liabilities are unfunded and as a result, there is a risk of the Company not having the required cash flow to 
fund future defined benefit obligations as they fall due. 

 

(ii) Life expectancy 
 

The majority of the plans’ obligations are to provide benefits for the life of the member, so increases in life  
expectancy will result in an increase in the schemes' liabilities. This is particularly significant, where inflationary 
increases result in higher sensitivity to changes in life expectancy. 
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 30 June 
2022 

 30 June 
2021 

Birr'000 Birr'000
25 Share capital 

Authorised:
Ordinary shares of Birr 1000 each        200,000        200,000 

Issued and fully paid:
Ordinary shares of Birr 1000 each 141,528       135,406       

 30 June 
2022 

 30 June 
2021 

Birr'000 Birr'000
26 Share premium

At the beginning of the year 1,568                      1,568 
Additions through issuance of shares 96                -               

           1,664            1,568 

27 Earnings per share

 30 June 
2022 

 30 June 
2021 

Birr'000 Birr'000

Profit attributable to shareholders          39,087         (28,668)
Loss brought forward         (28,668)

Weighted average number of ordinary shares in issue        139,075        133,500 

Basic earnings per share (Birr)                 75              (215)

70

 The current paid up capital is 141,528 ( 2021: Birr 135,406) 

The share premium represents excess of share prices over the par value. This amount awaits the 
resolution of the General Assembly whether it can be distributed to the shareholders.

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.

LUCY INSURANCE SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2022



83

LUCY INSURANCE S.C
ANNUAL REPORT 2021/22

13 months by your side!

LUCY INSURANCE SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YAER ENDED 30 JUNE 2022

 30 June 
2022 

 30 June 
2021 

Birr'000 Birr'000
28 Retained earnings

At the beginning of the year         (30,056)            8,494 
Profit/ (loss) for the year          39,087         -28,668 
Transfer to Legal reserve              (820) -              
Prior year Adjustments regarding to Deffered taxation            1,765 377              
Deferred Taxation on Temporary Difference           (2,600) (1,765)         
Dividends paid           (8,494)

At the end of the year            7,376         (30,056)

29 Other reserve

At the beginning of the year                  (0)                  -0 
Re-measurement gains on defined benefit plans (net of tax) -              -              
Deferred Taxation -              -              

At the end of the year                  (0)                  (0)
30 Legal reserve

At the beginning of the year            8,132            8,132 
Transfer from profit or loss 820              -               

At the end of the year            8,951            8,132 
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31 Cash generated from operating activities 

30 June 2022 30 June 2021 
Notes Birr'000 Birr'000 

 

 

Profit before tax 39,087 (28,668) 

Adjustments for non- cash items: 
Depreciation of property, plant and equipment  20  5,488 3,869 
Advance profit tax deducted from profit tax 13.2 (1,439)  (592) 
Gain on disposal of PPE.  10 (1,424)  (177) 
Retirement benefit obligations 24 499 135 

Changes in working capital: 
-Decrease/ (increase) in loans and receivables 
including insurance receivables 

16 
12,844 (15,158) 

-Decrease/ (Increase) in reinsurance assets 17 (56,020) (2,506) 
-Decrease/ (increase) in deferred acquisition cost 18 (2,050) (960) 
-Decrease/ (increase) in deferred commission inco 22 7,243 1,375 
-Decrease/ (increase) in other assets 19 1,502 4,063 
-Decrease/ (Increase) in fixed time deposits 14 13,174 54,386 
-Increase/ (decrease) in Insurance contract liabiliti 21 14,723 57,468 
-Increase/ (decrease) in insurance payables 22 60,207 (6,061) 
-Increase/ (decrease) in other liabilities 23 (48,054) 57,422 

45,778 124,595 
 

32 Related party transactions 
 

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

 
           From the above only directors were identified to be related Parties to the Company.
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32.1 Key management compensation 

 

Key management has been determined to be the members of the Board of Directors and the Senior 
Management team of the Company. 

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

 
The compensation paid or payable to key management for shown below. There were no sales or 
purchase of goods and services between the Company and key management personnel as at 30 
June 2021. 

 
30 June 2022 30 June 2021 

Birr'000  Birr'000 
 

Salary payment 3,504 3,720 
Leave Pay 409 385 
Post-employment benefits 385 409 
Representation allowance 192 228 

 
4,490 4,742 

 

 
33 Directors and employees 
i) The average number of persons in the Company during the year was as follows: 

Chief and Senior Executive Staff 7 8 
Managmant 30 31 
Non - Managmant 153 149 

190 188 

34 Contingent liabilities 
 

The company's contingent liabilities as at the date of this report: 
 

30 June 2022 Nil 

30 June 2021 Nil 
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 financial 
condition. 
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35 Commitments 

The Company has no commitments, not provided for in these financial statements as at the date of 
this report. (30 June 2022) 

 
 
 

36 Operating lease commitments - Company as lessee 
 

The Company leases various properties under cancellable operating lease agreements. The lease 
terms are less than one year. 

 
 

37 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 2022 and on the profit 
for the period ended on that date, which have not been adequately provided for or disclosed. 
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No. Branch
Telephone

Fax Email Address Place
Land Line

1 Head Office Phone 011 4 67 17 84         
Fax  011 4 67 18 96 +251-114-67-18-96 lucyinsceo@ethionet.et/      lucy@

lucyinsuranceet.com Addis Ababa

2 Head Office Branch + 251- 114-70-34-07/12 +251-114-67-18-96 ho@lucyinsuranceet.com Addis Ababa

3 Merkato Branch +251-112-75-57-47 +251-112-75-71-90 merkato@lucyinsuranceet.com Addis Ababa

4 Megenagna Branch +251-116-67-43-93 +251-116-67-38-25 megenagna@lucyinsuranceet.com Addis Ababa

5 Stadium Branch +251-115-58-17-24 +251-115-58-17-19 stadium@lucyinsuranceet.com Addis Ababa

6 Adama Branch +251-221-11-18-53 +251-221-12-73-12 adama@lucyinsuranceet.com Adama

7 Hawassa Branch +251-462-12-35-71 +251-462-12-26-09 hawassa@lucyinsuranceet.com Hawassa

8 Bole Branch +251-115-57-34-75 +251-115-57-34-78 bole@lucyinsuranceet.com Addis Ababa

9 Kality Branch +251-114-71-75-15 +251-114-71-74-96 kality@lucyinsuranceet.com Addis Ababa

10 22 Mazoriya Branch +251-116-61-17-01 +251-116-40-01-97 Hayahulet@lucyinsuranceet.com Addis Ababa

11 Piassa Branch +251-111-26-75-51 +251-111-26-77-72 piassa@lucyinsuranceet.com Addis Ababa

12 Mekelle Branch +251-342-41-61-17 +251-342- 41-89-85 mekelle@lucyinsuranceet.com Mekelle

13 Wolaita Sodo Branch +251-461-80-88-88 +251-461-80-85-30 wolaita@lucyinsuranceet.com Wolaita Sodo

14 Yerer Branch +251-116-67-61-50 +251-116-67-61-82 yerer@lucyinsuranceet.com Addis Ababa

15 Kera Branch +251-114-70-22-28 +251-114-70-12-54 kera@lucyinsuranceet.com Addis Ababa

16 Lideta Branch +251-115-57-88-00 +251-115-57-52-85 lideta@lucyinsuranceet.com Addis Ababa

17 Bole Medhanialem Branch +251-116-39-38-47 +251-116-39-29-27 bolem@lucyinsuranceet.com Addis Ababa

18 Yosef Branch +251-114-70-90-55 +251-114-70-88-78 yoseph@lucyinsuranceet.com Addis Ababa

19 Bahirdar Branch +251-583-20-51-73 +251-583-20-71-17 bahirdar@lucyinsuranceet.com Bahirdar

20 Debrebirhan branch +251-118-13-38-64 +251-11637-54-71 Debrebirhan @lucyinsuranceet.com debrebirhan

21 Addisu gebeya branch +251-111-54-72-06 +251-111-54-73-56 adg@luciyinsuranceet.com Addis ababa 

22 Lebu branch +251-118-13-39-88 lbu@lucyinsuranceet.com Addis ababa

23 CMC Branch +251-118-13-42-21 +251-118-13-38-64 cmc@lucyinsuranceet.com Addis ababa

24 Beklobet branch +251-114-70-39-77 +251-114-70-39-78 beklobet@lucyinsuraneet.com Addis ababa

25 Arat Killo Branch +,251 11-12-65-510 0111265533 4kilo@lucyinsranceet.com    Addis ababa

26 Habtegiorgis Branch +251 11 17 06 561 0114706165 HG@lucyinsuranceet.com    Addis ababa
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ADDRESS:
LUCY INSURANCE SHARE COMPANY

HEAD OFFICE: HAILE G/SELASSIE AVENUE IN FRONT
OF CAPITAL HOTEL ADJACENT TO WARYT MULUTILA

INTERNATIONAL
TEL. +251 011 467 17 84
FAX: +251 011 467 18 96

EMAIL: lucy@lucyinsuranceet.com     
Po. BOX: 7363

WEBSITE: www.lucyinsuranceet.com




