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MATIOMNAL INSURANCE COMPANY DF ETHIOPLA (NICE} 5.C.
REPORTS AND ANNUAL FINANCIAL STATEMENTS

REPORT OF THE DIRECTORS

FOR THE YEAR ENMDED 30 JUNE 2019

They Dergctors haves pleacure of presenting their report on the aiTers of Nationad Ensurancg Company of EThEnpia
(MICE} 5.C. or ‘the Campany” together with the fndnoal stalemants for the wabr ended 30 June 2019, b the
shareholders of MNational Dnsurance Compary of Ethiapia [NECE) S This report decioisy the foandal
priprmmance and state of afTairs of [hay Coempany.

Incorooratbon and address

Makiona! Irsurance Company of Ethiopia (NICE} 5.C. ("the Company) i3 & prvate commercsl nsuranis company
aamicled in Ethiopia. The Company was esfablished in October 1994 in agcordance with the provisions of the
Commercial Code of Ethlopis of 1968 and Licersing and Supervision of Insurance Business Proclamaticn ng,
BASESTE,

Frincipal activities

Tri Company & principally engaded in the provsion of gnarsl MEurandd saraies and oihed anollary Dusinsss
potrvities bo & wholesale, retail and SHE clients base in Erhicpaan markes.

Diwidends

During the year under revsew, Lhe directors deciared &nd paid deidend in the sum of ETR 37,369,752 {3018: ETE
30,546,211} per ordinary share on the ssued capital of 73,818 [2017; 50,000) Orgnary Sharg of ETE 1,000
pach.

Operating results .

The Company'a resuilts for the year ended 30 June 2019 are set out on page 8. The profit for the yesr has been
transfarmed to retaned samings. The summanzed results are presented below.

30 Jume 2019 30 Jume I01E

ETH ETo

Met premiums 448,235 241 223,120,903
Frofit before income fax 45,023,667 44£.638.546
[neams Lax eeoerse 13,111,534% {3,388, 783
Remeasurement loss on retirement benefs oblioations 13,197 (57183
Proftfor the year —L925330 _ 41322580

Birectors
The Directicrs whia Beld nﬂ'l:l;dmhﬂur.lndm the date of this repart are set oul on pags 3,

“mz’% |

Chafrman, Board nl'ﬂ-l
Apchs Abaha, Ethuonia




FATIONAL INSURANCE COMPANY OF ETHIOPIA (MICLE) 5.C.
HEPORTS AND ANNUAL FINAMCLAL STATEMENTS
STATEMENT OF DNIRECTORS” RESPONSIBILITIES

FOR THE YEAR ENDED 30 JUNE 2019

The Commercal Code of Ethiopla 1960 and Ucensing and Supervision of Irsuwance Busness Proclamation ne,
T4R/2012 of the Government of Ethaspla reguire the Directors to prepare financial statements that represent the
state of affairs of the Company a1 the end of the Nnancial year and the operating results of the Company for that
year. The Commercial Code of Ethiopia 1960 aslso requines (e DIFC1ors Lo drSure that the Comaany keeps
proper accounting records which disclose with reasonable acourdcy Bt Ay time the finandal pastion af the
Company. The Directors ane also responsible for safeguarding the assets of the Company.

The Dirgctons are respansible for the preparation and fair presentation of thess financial stalements thal geee 2
true &nd fair view of the satement of financial posibon of the Company at the reporting date and of &3
comprehensive incame in the mannes required by the Commencial Code of Ethécpia of 1960, and for guch ingemal
pontrol as management determings & Necessany o enable the preparstion of Minsncisl staternents that sre free
Troen matenial misstatemant, wiheiner due [0 fracd or grrer, The recpongiDildigs ingluda;

B} designing, Implementing and maintainmg uch interndl onirdl 33 ey GETErmInE Necescary 1o enabile [he
presentation of financis] stetements that are free from mstensd misststement, whetfer des b &mar & fraud;

b] specting suithble aooounting polioes supported Dy reasonable and prudent Judgmenis and estimates, that are

£) kpeps propar achounting rmpcords that dschope, with neasonable accuracy, the NMnancial position of the
Campany snd camaly wath the reguirements of Litsenowf and Supsrvsion on Insurance Proclamabsn ard
reguiations and directives issued for the implementation of the aforementioned Proclamation.

The Directors further acoept responsbility for the mamtensnce of Bocounting reconds that may be relied upsn =
the preparation of fnancial statements. a5 well 23 adeguate systems of intemal financial control,

Thee Derectors are of the opinion that the financial statements give a true and fair view of the state of the financial
aftgirs of thi company &ng of its proht or Ioss,

Nothing Ras come to the attention of the Beard of Directors 1o indicale that the Company will not remain & goirsg
conosnn for ot least bwebve months froen the date of this staterment.

Shgned on bebsll of the Directors: by

TR #%

Chairman, Board of Directors Chial Eosdutive OfMcer .
1B Hovember 2015 . 18 Nowember 2019 i
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS ACCOUNTS OF
NSURANCE COMPANY L OPIA (NICE) 8.C

Keport on the Awdit of the Financial Statemenis

Ehpimicn

We have audited the financial statements of Mational Insurance Company of Ethiopia (NICE) 5.C,
which comprise the statement of fnancial position as at 30 Junc 2019, and the statemem of

comprehensive income. statement of changes in cquity and statement of cash flows for the year
e ended. and notes to the Mnancial staements, including a summary of significant accounting
policies.

In our omnion, the sccompanying fnancial stements are presented [airly. in all marerial
respects,or give o true and fair view of the financial position of the Company as at 30 June 2019,
and its [nancial performance and s cash fNows for the year then ended in accordance with
Imernational Financial Reporting Standards (1FRSs),

Bosis for Opinion

We conducted our awdit in accordamce with International Standards on Awditing (15As). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audin 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 Accountunts (IESBA Code), and we have fulfilled our other ethical responzibilities in
sccordance with the IESBA Code. We believe that the audit evidence we have oblained is
sullicient and appropriate 1o provide a basis for our opinion,

Responsibilitios of Directors amd Managememt for the Financial Siatemenis

e Directors are responsible for the preparation and fair presentation of the financial statements
in aceordance with Intemational Financial Reporting Standards, and for such inemal control as
Directors determine is necessary o enable the preparation of financial statements that are free from
matertal misstatement, whether die to fraud or émor.

In preparing the financial shgleses | ircclors are  responsible for assessing the Company’s




(=

Audditor's Responsibilities for the Audit of the Financial Ktatenieirs

Chir objectives are 1o obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report thet includes our opinion. Reasonable assurance is a high level of assurance, but is not a
suarantec that an audit conducted in accordance with 15As will always detect a material
misstatement when it exists. Misstatements can arise from fraud or eror and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
ceonomic decisions of users taken on the basis of these financial stalements.

Repart on Other Legal and Regulatory Requirements

We have no comment 1o make on the report of your directors so far as it related 1o these financial
gatements and pursuant to Article 375 of the Commercial Code of Ethiopia of 1960, recommended
approval of the above mentioned financial stalements.

ﬂ{ ,"'?-IHEJ\"I

Falesse, Shisema and Avalaw Cenified Audit parinership
Chartered Certified Accountants (LK) Addis Ababa
Authorized Auditors (Eth) 14 November 2019




SATIONAL INSURANCE COMPANY OF ETHIOPFLY (NICE) 5.0,

STATEMENT OF FINANCLAL POSITION
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NATHEAL IASURANCE COMPANY OF ETHIOPFLY (NICE) 5.0,

STATEMEST OF PROFIT OR LOSS AND OTHER COMPRENENSIVE INCOME
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NATIONAL INSURANCE COMPANY OF ETHIOPIA (NICE) 5.C.
STATEMENT OF CHANGES IN EQUITY

AT M JUNE Z0ES

Aosonl | July 24007

Profit Tor the vear
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NMATIONAL INSURANCE COMPANY OF ETINOPLA (NICE) 5.C.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2019

Cush Mows From operafing aclivities
Cash generated Trom operations
Retirement benelit paid

libconmae 1as paid

Met cash inflow Trom operating activitics

Cash Mows lrom investing aetivities
Purchase of equily invesiment

Purchase of Ethiopian govemment bonds
Purchase of investment property

Purchase of property. plant and equipmeent
Disposal of property, plant and equipment
Additional investment in fixed deposit

Net cash outfow from investing activities
Cash Nows lrom lnancing activities

Phvidend paod

Priscceds Tronn isaaes ol shiires

Nel cash outflow Mrom Moancing activities

Met decrease in cash amd cazh equivalents

Cash and cash equivalents at the beginning of the year

Moies

30
254

12¢

14
14
19
20
20
13

28
26284

019 30 June 2018
ETB ETB
55,534,508 55,187,534
(225,226) (230,070)
{3,953 908) (4.048.948)
51355374 50,908,516
(16,232,782) {11,015,450)
{162,705) {168.939)
(o) (427.617)
(9.833,198) {3,083,456)
14,253
6, 780,474 (35, TH5,396)
(19.433,958) [ S0, 480, 858)

(37,399, 752)

{30.548.211)

9,731,767 16,637,523
(27,667,984 (13.910,658)
4,155,432 113,483,031)
34,025,989 48409018
39,179,420 34,925 980




NATIONAL INSURANCE COMPANY OF ETHIOPLA (XICE) 5.C,
NOTES TOOTHE FINAMIIAL STATEMENTS
FOR THE YEAR ENDEDR M JUNE 2001%

B

.21

oeneral infermalson

wabioed] Insuaaneg Loiasans ol l.l||l|.'l:|l'l.l IMICE S0, (Tihe r.'ll.ﬂ'lll'lilhtl ER Pri"l-“-li' commercinl insurance
company domiciled in Frhiopin, The Company was established in October 1994 in sccordance with the
provisions of the Commercial Cosde of Ethéopia of 1964 The regisvered offios 5 o

[Iebre #eit Boad ZEFCO Bullding

e Box: 12645
Addis Abalba,
I thespia

Ihe Company 15 principally engaged in ihe provision of general insurance services and other ancillary
heisiness activities 1 o wholesale, retail ond SME clients base in Ethiopian marker

Sumninry of significant nccounting policies
Introduiciion fo sumpzary of significant pccounting policies

The principal acchuniing policies applicd in the prépanition of these linancial stabeisents are sel ou below,
s policies have been consisbently applicd w all olss vears presented, unless olhervise stated,

Hasis ol preparation

it linmngeal sobemenis for the year encded 30 June 2009 have boon prcpaod i seeordance witl
Intemational Financidl Reporting Standands | "IRS") as ssued by the Intermationa] Acoouiing Stnndoinds
Barird ("LASHT L Additional infermaation regquined by nationad regulotions sre included where spprogiriale.

it finangial stements comprise the sistoment of profit or loss and other compechensive income, the
stwtemetd of inaneinl posiibon. the statement of changes in equity, the stubenvent of cash Moy amd the noses
i ibve finuncial staiémenis,

T Nnanckal swutenwents for the year ended M0 June 20018 are the ficst the Company has prepared in
sovordance with International Financial Reporting Slandards (1FRS)

{he fmamcial siatemenas have been preparcd in accordance with ihe gy concem panciple umder the
historkcal cost cancepl. .

I preparation of fmancial slatéments in conlfirmity with IFR% requires the uwse of certaln eritical aceaunling
ealinmates, |8 ubao peuines e Dircciors 1o exercise s judgement in the procsss of applying the Company's
pecoimting policies. Chanpes In assumplions may have a significant impact om the fnaicial slatements in the
petiod il assumtions changed, The Diveciors belleve that the underlving assumpiions sre appropriace and
theit the Company’s financial stalements thenclore presem the (imancial posation and resofs (akrly.

ghasis. The Directors have no doubt that the




NATIONAL INSURANCE COMPANY OF ETHIOPLA (NCE) 5400,
NOTES TG THE FINANCIAL STATEMENTS
FOR THE YEAR EXDED 30 JUNE 209

131 l‘. hanpes im seenunting policies amd disdlosares

Sew stamdards, amendments, interpretations issacd bl oo vel effective

% ninsher of new stomdands and emendments 1o standands dnd interpretations ane efTective For uanad periods
beginning after 30 June 2009, und have not been applied in preparing these linancial sialements, None of
these is oxpected 10 hove o significan ellact on the linancial statements o0 the Compary. exeept the following
safl okl Dgdiny

Sew Standards, amendments, interpretntions issmed but not vet effective (continaed )

PRSI« Leases

Ihis standard wos issued in Jamory 2016 Icﬂv:ctlw I Junur:- 2009} o In se1s out the principles for the

i)} pevscmttfon snd Heclonure of baaten. The alifoctive is o ensone thil fessoss ol
I.,-,u,nn.- pnl-l.p;l.,: relevant mlormalion 1n o musner I]'h'.l ||i.||l'|l|J||j| LIS ST HE thost transactions. The standsnd
imrsduces o single lessee sccounting model and requires o lessee 19 recogniae assets and labilides for oll
Jenses wwith o Lerm of misre than 12 moaths, unless the underlying ssset is of low volue

A lessime s regquiresd 10 recopniee @ Aghl-ol=use osset eprosenting s dght W wse the underlying leased 25
and & lease Hobiline representing its obligation n make lease paymients, It also subswntiolly carrics forwond
the besser socounting requirements 1A% 17, The Company & yet 10 assess the copocted impact of this
slandard

IFES 17 - lmswranee coniracis

IFRS 17 was lawed B Moy 30T gml gsanblishes the peinciples for the  recognition, meosurement,
presentation and disclosure of imurance conricts within the seope of the standard. The objective of IFRS 17
a0 ensare that an entity provides relevant information thal feithiully represents those controcts. This
mfarmalion pives d basis for users ol Gimancial sislements 0 moess tee ofloe thal insurance contfacts hive on
the eatiy’s finaneial position., Enancial perfomaance and cosh fows

Ihis stanalard reguires o company (bl Bsues insurnee condrocts W repen insurence oblipations and risks on

the halance sheet as the wital of}

jaj the fulfillment eash Nows— the current cstimates of amounts thal the inserer eapects w0 colleet fram

premivms und pay oul for claims, benelits umd expenses, including an adjusiment for the timing and risk of

lhvse Gkl ov s and

il e comiracioal service margin— the expected profit for providing [wiure insurmnce coverage (i
o unenrned profil)

The measoremeni of the Tell(llment cash Aows reflects the coment value of gy interest-rae puarunices arl
linancial options ingluded inthe insuranee conbracs

e Hnrl-dard replaces IFRS -I in!-uru.nu comrugLs”, Ih-: 5L.|n|.hnl |s -.-IM-.'IJ'-; I'unr ol patiods bfh.ll'lﬂll'lg il




RATIONAL INSURANCE COMPANY OF ETIHIOPLA (NICE) 5.C.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 UNE 2019

3

al

24

Farebun curremey iranslatbon
# s darsl JaESeannliLn CRTERG)

lems included in (e Fnanceal suemenis aee messured using the comengy of the pramary s<onomes
environment in which the Company operates (the fanctional cumrency'). The Functional currency and
presentation currengy of the Company is the Eahiopian Bier (ETOR

Transachions andd balances

Forelgn curmensy irsnsactions are iranslubed ints the funcibonal currency using the cxchange raies prevailing
al i dater of the tramsactions. Foreign exchange gains and lpsses resubifng from the setilement ol larcign
currency iransecibons snd from dhe ironslafion ol exchonge roles of monctary assals and labilities
denonyinated in currencics other than the Compury's fonctional cumrency are recogniced in profit or Joss
wiihin other {loss Fincome. Monelary items denominaled n forelgn cureney are ranskaed using the clising
e a5 3 the reponing date

Changes in the fair value of menctary scouritics denominsied in forcign currency classilied as avallable for
sade ane amalyeod between srunslation differences resubling from changes in the amortized cost of the security
and wiber chapges in the carving amoumt of the security. Translation differcnces relaled w changes in
amontized ool ard recopniaed in proffl o boss, asd oiber changes in carrving amount ore reeognieed in otlier

.-.ul'-lrlr"ln,'-:n.in..' meume

Tramsdmsen differences on non=manclary {inancial pssets ond linhilities such as equities held ot 1amir valipe
lsroniph pralil or boss are recopnlasd |0 profil or loss o5 pan of the falr value gain or koss. Translation
dlillerences on non-manelary inancial assets messure ot fair value, such as equities classified as available v
sabe, are imcleded in sber comprehensive incoms

Propeerty, plant andl cquipment

Property. plant wnd equipmet is statid a8 cosl. el of secuinidned depreciation ond socumulated inpaimel’
bosses I any, Such cost ingludes the cost ol replocing pan of the propeny, plont and squipmemt 150 ihe
Feognition criters are mel, When sigaificanl pans of property, plant ond equipment are required o be
replaced at inberyvals, the Company recognizes such pens ps individusl assels with specific useful lives and
deprecines them accordingly. Adl other r.:puh' e malptesanos costs ane recognised in the statensent of profi
i losa us Eneurmel,

Subseguem oosts ane included kn the osset’s carmying amounl or recognised as o scparabe asset, as appropriale,
imily when il i probhable that Getare econiomic beme (it pssocied with the item will Mosw te the Compary and
Ut const ool e dbem can b ncasured nelfably, The carrying amount of the replaced pan i derecogiiized,

Lleprecialinm is caleuluted using the sirsighi-lne method 1o sllocate their cost 1o their residanl volises over
sheir estimaicd useful fives., os 6

Assel elass Depreciation rate (vears)
hnlding b1
Slotor vohicles L1
Fumbiure & {iings 11}
Lompuder cquipmgem i T
5 *2i AL t '!"' 7

“H. ‘}.Ulﬂ"-.*‘
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F e Coempany commences deprocinton when the asset is availoble for we. Frevhald land is moy depreciated.

wnibem of property, plant and eguipment ond any significant pan mnially necognized B derccognieed upon

disposal or when pe fuiare economic benelils are expeied om its use disposal, Any gain oF loss arksing on
dureeopniion of the assol (caloulmed os the dilference between the ne disposal proceeds and the canrying
penount of the sxset) is included in the statement of prolii or loss swhen the nssel is derecognized.

T resicfusal values, uselil lives and metheds of depreciation of property, plunt ond squipment one reviewed
ut euch finunciul vear ead and sdiusted prospectively, iT sppropriote,

Propentics. in the course of construction are carried o work Bn progress ol cost, less any recognized
arpasment ks Cost mcludes professionsl lees, Such propertics are eclassilivel io the approprioge cotcgorics
of asset when compleisd snd resdy for Inended use,

Invesinaeni properiy

Progperty thad s held by the Company 10 cam renlal incomé or for capital sppreciation. of both, omd 15 mol
wccapied by the Chmpany, ane classilied as Investmen) propenivs,

Recogiition of investieent properties lakes place only when it is probable ihai the Tuture economic benelits
that pre ssiociated with she invesiment propeny will Oow 1o the Company ond the cost can be reliably
meusureel, This is wsally when all msks are manslermed,

Iy esimen) proportics are nscasurcd initally at cost, including transaction costs: the Company bt opled 1o
subsequently cormry investment property 8 cost and disclose Gair value, Fair value of investment property is the
prive thad would be reveived from sale of the ssset in an orderly transactfon, witheut deduction of amy
transaction costs, Fair vabie of the Company s investment property is determined by the Company’s stall who
lesve mecenil experience in the kocation and calegaey of ihe invesiment propeny being valued, Professional
vadises weere md involved.

e faar volue of ivestiment property reflects. omong ather things, rental Encome from cuarrent leases amd
dssaimpions abuut rental income from fisture beases in the light of current market conditions

Ihe fair salue OF investment propeny does pot relect Gatare capital expenifitune that will improve or ealiance
the property and docs not refbect the related fure benefils Trom this fare expendiare other than ke o
ratioaial market partivipant would ke ino account when delermining the value of the properiy.

Subsequent expenditure s capitalived 1o the asset's carrying amount only when it is probable that fsure
cconomic bemefits assiclabed with the expending, e b the Company amd the cost ol the fvem can be
ogustered reliobly. ALl other aopairs and nag Y P pensed when ingurred. When pan of an
imvestiment property is replaced. the casry -1""_ i s derecngnised.

{ntheer operaling income) (Gains ansd
are reconded in prodit or loss (or the

Famed rental incamse s seconded @ py
busscs resulting (rom changes in the
siear and presentod scparschy,
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e ferred accuividion costs (1A}

Sequibsitlon oty comprise wll Jirean and indirect cosis anising (rom the wnling ol pof-dife insurance
contraclys, Ihelaned aoguisiton cosls represent o proportion of commission which ene incurred during o
fhnanctal period amd see delferred 1o the extent that they wre recoverable out of feiure revenus mergins, & i
cabculaied by applying 1o the acquisnion expenses the mbio of enesmed premium o wiilben premiam.

Conmissbons and oiber soquisithon costs that vary with end are related 10 seouring new contructs and
remowing existing contracts ane caplialived a5 an imangible sssel (DACKL All siber cosis ane recognived as

eagpenses when mourned.
IRAL i suibwmgisently amortized over the life of the conlrscts os folkvs:

= o propey, casably snd shor-durabon fife msurance comrocts, DAL is amonized over the werms ol the
perbiches aa prembum is carmed.

Stautory dopensil

Stavuery deposh represeais 1 5% of the pad wp capdial of the Company deposiied winh the Natiomal Bask of
|-t m pursieznt b Artcle 20 of the Inswrance business. proclomation No, 7462012, Stawiony d.,:pnwi: is
micastEnad @ cost

Impamirment of mon-financial asseis

P Company mscases, pf cach reporting date, whether there is an insdication that an assel may be impadred. 11
amy indication exisis, or when anmuad impaimen besting for an asset s reguared, the Company estimates the
issct’s recoverable amount. An asse’s recoverable amount is the higher of an assel’s o cash-gencrting
wni’s A0GLT fadr vadus less costs of disposal and (s valee fn use. Recoverable amound is determmed lor on
individual asset, unless b asset does nob generate cash inflows that ore lorgely independent of those lroimn
alier asscls i prowgs of mscls, When the carrving amount of an assel or CGL exceeds s recoverable
amspand, the asset B oonsidered impaired and is writlen down 1o iis recoverabba amount.

In assewsing valee in use, the estimated future cash Mows ane discounted o their present vl wsing a presiox
bcoint Fae thsal relbocts current murkel assessnienls of the Wime value of money and ihe risks specilic o the
st I determining fir value less coms ol dispaxal, recemt markisl ransactions are laken mlo decomnt. 15

i trandactisns Can be ddentilicd, an appropriabe voluation model B wsed, Thee cabailalions ans
corroharates] by saliation maltipls, qasted share prives for publichy traded companies or other available [@ir
wiloe chidicors

Ihe Company bases s impalment calculstion on delailed budgets and forscast cobeulutions, which are
prepaned separately for eoch of the Company’s CGUs 0 which ibe Indistdual assets ane allocated. These
budgets and Torecast caleulations . generally cover & persod of live years, For longer perinds. o long-term
growtly rate s cobouluted and appliad 1o project future cash Nows aher the fifth vear,

For assets exclsling gosdwill, on assessiment is m
inalicatzon thn previously rocogniced impaiastiig

enisis, the Company cstimanes the msset s@nCE
loms 1 rewverssd omly il thene hos ;
prmounl sinee the Lt impairment
Bl dsset dows nol exceed s reeay
determrinesd. net of depreciation, ha

ot each reponting date 1o determine swhether there is an
g per exist or have doercased. 11 swch indicaion
Bpmount. A previeasly recognised impaimment

i used 1o determine Wlse msel’s reooverable
Al iz limited so that e carrying smount of
carrying amount that would have been
giaed for tlve aseet in prior vears Such
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Fimwncial instrsimenis - instial recognition and sabseguenl measuremont

A financial instruftsent is any contract that gives rise to o financial assct of one emity and & Mnanciol Gobility
iar gquity mstrumseid of amsther entity,

Fimancial nssets

Tminial Fecopnition wml measorenment

Al financeal sssets are recognieed initially i fair valee phis wroRssction costs for all nanciol assels nod
inithally recognised &l Falr value through profit or loss; Financial sssews corried ox falr value through profiy or
I are inttinlly recopnieed @ fair value, and iranssciion costs wre expensed in the income stmemenl In the
s ol Tinancial sssets nol recorded ol fie value through prodit or loss, ransaction costs the are sitributalsle
pi thee geguisithon of the fnascisl assel. Purchases of sales of fnonckal assets that require delivery of asscls
within o tkme irune established by regulstion or convention in the markel place (regular wiy trdes) are
recognieed on the trade Jate, L., the dotg thpt the Company commits o purchose or sell the asset.

Subseguent measuremenl

I or purpisses of subsequent messurement of the Company’s linencial assets are clussifbed into pvo categorkes:
+ Liszns andd neegivahles
= Aovalbabie-for-sade Tinancial investmenls

Laverts aniidd Fecervarbiles

Lo and receivabled are nonsderivative finomctal sssets with Tixed of detesninolle TR 1hal aré Fi
guirled i bn sclive markel Aflsr el measurement such financial assets are subseguently mensured o
pimitieed cost using the effective inberest rale (EIR) method, les impabemsent, Amortined cost i cabeolared
I faking indo sccount sny discount o premium on sequisition and fees or costs il are an integral pan of
the EIR. The EIR mnonbeation is included in imterest and similar income in income statement. The bosses
arisimg Erons impairmeent ane recopnizead in income stalement in koan mmpairment charge,

The Compny’s beans sl recelvoblies comprise of insurance reccivablss, imvestmend in government boncls,
reimsurade mnsctn nnad ol reecivablies

Insursnce recelvables relabe w receivables lrom agenis, brokers amd insurance companies in respeet of
premium ingoeme.

iy grmmiend securifies: Covernment securilics repoesent invesiment in Ethiopian governmend bonds

Kwinsurange assc The Company codes businesses oo reinsurers in ithe normal cowrse of business for the
purpose of lmiting Hs net bss polentil ilsrough the taeder of nsks, eimumoce amengensents da ol
relieve the Company from it dinsst obligations o its policvholders. Belnsurance asseis are measursd af
amortized costs. Beinsmrancs meets reldie o prepaid reinsurance, reinsurers’ share of  meurmed bat not
reporied (IBNE) clabms and claims recos érable,

Oiiber recelvables: Onher receivables are made up of other amounts due from paribes which are not drectly
limkexd b imaurance of investmend conimets, e measured ab amoniced costs, Discounting is omiltsd
where the eileo of discounting i ima
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i ivnitahie-fae-sale CAFS) franciel assety

AFS Investments include equity invesiments. Eguity nvestments classilied as AFS are those which are
moitlver classified as held-for-trading mor designatod ul fukr value through profit or loss.

Adber initial mensurement, AFS financial investments are subscgquently mcasered ot fair value with unrealized
pains or losses recognized in other comprehensive imcome and credised in the AFS reserve until the
investment [s derecognized, ot which time the cumulative gain or Joss b recognized in other operating
ineome, or the invesiment is determined 1o be impaired, when the cumulative loss i reclassifbed from the
AFS reserve 1o income staement in impairment boss on Mnancial imvestmens, Interest camed whilst holding
AFS (nancial investments Is reported as interest and similar income using the EIR method. Unguuied squity
socaritios wiose Tk valwe canmvol be refinkly measured are carried of cast,

Ihe Company evaluates whether the ability and intention 1o sell its AFS fnancial pssets in the pear e is
still appropeiate, When, the Company is unable to tmde these Mnoncial asws disc 8o inoctive magkets, the
Company may checl 1o reclassify these Anancial assets i7 the Direciors have the ability and intention 1o hald
ihe wssets for foresoenble futune of uniil maturity,

Fur a linancial gsser reclassified from the AFS category, the falr value carmang anount al the dale of
reclassification becomses i3 new amortized cost and any previous gain or loss on the assel that has been
recognised in equity b amonized o profit or koss over the remalning [k af the invesiment using the EIR
Ay dilTereisos between the new anortized cost and the maturity amount is ukso wmortized over the remaining
e of the assel using the EIR. If the assel s subsequently determined 1o be impaired, then the amount
recorded in oquity is reclussified W profis or loss. Refer o the informatkon bebow under reclasstiicatian,

My 1 preadie ar loss

When the transaction prece differs from the (e vadse of other ebservable current market transscibns in thet
same instromenl or based on o valustion technique whose variables include only data from obscrvable
markets. the Company immedistely recognizes the difference between the 1mnsaction prive and [air valog {a
Phaw 1 perdlih ave Losss) i St opraling incoime’

I cases where fair valie is determined using data which b5 not observable, the difference between he
iransaction price end model vabue is only necognized in the profit or loss when the inputs beconse obserable,
or swhen Ui instruimsn s derecogniscd

Heclnssificatinn of financial asscls

Reclassification is a the clection of the Directors, and is determined on an instrument by instrument. basis.
The Company does not neclussify any financial instrument into the foir valse through profil or loss calegony
alfier Inltkal pecognifion.

For a fnancial asset reclassified out of the *Available-for-sale’ category, any previous gain or loss on that
asset that has been recognlaed in equity is amonized 10 iIncome statement over the remaining life of the
st esamend wing the FIR. Amy difTerencg efo dummey. amortised cost and the expectod cash Nows & also
wmorized over the remaining life of iy : E

impatred then the amaam recorded
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e Company may reslassily @ non derivative wrading assa o of the *held -for-irading” categoary and into
the “boans ond receivables” calegory iT i meets the definition of koans and receivalles and the Company has
thee imemtion and abifity i hold the fnancial dssey for the foreseeahle future of until maturity.

I o Tinsneial asset is reclassified, and 7 the Company subsequently increases iis estimates of future cush
receipts a8 a resull of increased recoverability of those cash receipts. the effect of that increase is recognized
gs an adjisement i the EIR from date of change in estinaie.

Tmpakrment of lnancial asseis

[ T O ismgnany mssosaes ul cach reporting dabe. whether there is any objective evidenoe that o financisl asss or
s proup of financiol asscts is impained. An inpainmsent exdsts i one or more gvents that has occurred sinee the
initial recognition of the assel (an incurmed *koss event’), has an impact on the estimated future cash Naws of
il financial usset or the Company of finencial msets that can be reliably estimaled.

Evidence of mipalrment may include indicutions that the borrower or & group of borrowers is experiencing
significant Orascial &iffculty, the probability that they will enter bankrupiey or other financial
rearganization. defult or delinguency in interest or principes] payments and whene observable dati Indicates
ihat there is nweasurahle decrease n the esibnuicd future cosh lows, such as changes in amcans of cconamis
coidE e 1t l.'l".l'l‘di.lh' with defauhs

Dereespuitbon of financial assels

A linancial asscl (or, where applicable a part of o finsncial assel or part of a group of similar Nrancial asseish
is prinsarily derecognized (e nemoved Trom the Company s statemenk of linancial position) wheen:

+ the rights 1o receive cash Towes Trom the desel hive expined. or

* the Compary has transferred Bs rights to receive cash (ows from the assen or has assumied an obligation o
puy the received cash flows i Al without maierial delay to o thind pary under & "pass-though’
arrangement; and either

(b Conspany has eromsferred substantiolly all the risks and rewerds of the asse, or
i) the Coanapany has ncither irafsferred nor retaned subsianiially all the risks and revwands of the asset, bul
las trams lormed comenel of the assel.

When ihe Compuny has ramsfornad s rights Woreecive cash Dows Trom @n asset or has enterad inbe 2 pass-
ihresgh arrangement, il evaluates ifend o what extent it has retaaned the risks and rewards of ownership,
When it has neither transharod nor retalned subsiantiolly all of the risks and rewards of the assel, nor
iransierred comrol of the assel, the Comipany continues 10 necognize the Iransfemed assel 10 the expent of the
oy s continulng involvement In thot cuse, the Company glso recognizes an associsied Habiligy, The
ranslerred awsel and the associated |kability are measured on @ basis that rellecis ithe rlghts and obligations
ihat the Company has retained,

Contimuing irvalvement that wkes e form of o gaoramies over the trons femed asset is measured of the bwer
il the omginal carrying amound of the osset and the maximum amounl of comsideration that the Compamy
visuld be requined 1o repay.




MATIONAL INSURANCE COMPANY OF ETHIOPLA (NICE) 5.0,
MOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR EXDED M JUNE 201%

fiy

Financinl wsseis carried al pmortised cost

For Asancial assets cariad al amoniieod cost (sech ns loaans and receivabbss), the Company frst sssesses
inadivicheally whetler obpective evidence of impainnem exlsis for fmanciol asscls that are indiyvideally
significant, or collectively for lnancinl assets that are ned individunlly significan. I the Company delermines
that mo ohjective evidence of impairment exists for an individually assessed linanciol psset, it includes the
nsset im o group of Onanciad asseis with similar credii risk chamcierisiics and collectively nssesses them for
impairment. Assets that are individually assessed for impairment ond for which an impairment loss . or
contipues v be, recogniced are mod meluded n a collective assessment of impairment.

It there Is ubjevtive evidence that @ impairmend Tods has been incurmed, the amoinl of the loss §s measired 1s
the differvnce between the asset’s camying amount and the present value of estimated future cosh Mows
{encluding Towure expected onedit bosses that have nod vet been incurred). The carrying amount of the asss is
reibugced through the wse of an ollowasce pecount amd the amowent of the boss & mﬂlgnin.'d I Incouss
sbalemeil. Interesd imcome conlinues 16 be gecnded o Ihe reduged :urr}'ing aanaand o is ocomed uﬁiﬂl; ihe=
rale of ierest used 1o discount the Tuture cash o For the purpose of messiering the impalrment loss,

Derecepnition of Mrancial asseis

e Irterest Boome B peconded os par of *Inberest and similar ibeome’. Loans tageiber with the associibed
illowance ane writen ofl when there is no sealistic praspect ol foture recovery and all collsieral has been
realived or has heen tramslermed e the Compary, [ In o subsequent yeor, the amoun off the estimated
mypabrmenl loss incrcases or decreases becawse of on event ixcurring afler the imgrairment was recognized,
the previously recognieed impairment loss is increzsed o reduced by adjusting the allowanee sceoust [Ma
fistare write-ofT is Mater recovered, the recovery Is eredited to the “lonn impadrment charge”,

The present valug of the estimuted Tumre cash Nows s discounted ot the financial assel’s originad EIR. 1T a
loan has a variable inderest rate; the discount mie for measuring any impaimment loss is the cusrent EIR.

IThe calculation of the present value of the estimaicd fuiure cash Mows of a collseralized financial assel
refleets the cash lows thal may resall from fereclosine less costs for obtaining snd selling ihe collaberal,
wilwatbser o it foreclozure i probahs,

For the pumpose of & collective evaluntion of impairment, finencial assels ane grouped on the basis of he
Company's imemal eradit grading system, that considers credit risk chorocteristics such o asset type.
mdugin, peapraplicd leeation, collaleral oee. post-due st and mber relevam facios,

I utre desh lows om o group of finencial assets that ane colleatively evalunted for impairmem ore estinaded
on i basis of historical logs experience Tor asscls with eredit sk characteristics simikar 10 those in the
{'urnp.ang

Historical biss experience i adjusied on ke basiz of current observable dats 1o reffect the efects of current
cumlfizons om which the historical koss experienee 15 basad and o remove the éilsas of conditons in the
historical period thal do ned exest currendly, Estimates of changes in fwiwre cash Nows reflect, ond ore
directionally consistem with, changes in reloted observable dafn from year 1o vear (such s changes in
nemplos ment rales, property prices, commodity prices, pavmscnl sisus, or other factors that are indicative of
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sypllable-for-sale (AFS) financial nssris

Available-for-snle nancls] axscts are mpaired If there i objective evidence of impairment, resulting from
ame or mone Wes eves thet ocourred afler gndtial recognition bul before (ke reporiing date, tham have an
impact on the fuiure cash lows of the asset. In addition, an avatlable-for-sube equity instrumon is penerally
consldered impakred i significam or prolonged decting in the fair value of the instrument bebow iis cost has
courred, Where an available-for-sale asset, which hus been remessured 10 fxir value direcily through equity,
is impaircd, the impairment loss is recognized in prolil of [oss, I eny loss on the financiol asser was
previously recopnbesd directly in equity as o reduction in fukr value, the cumalative net loss that had bt
recognized in cquity b iransfermad o profit or loss and is recognised as part af the impairment boss. The
it ol the bk necognized in profit o loss is the diffenones between the seguisition cost end e curnnt
furir viabus, less iy presiousky recognieed impalimment lovis.

11, in o subsequent period, e amount relaing 1o n impairment loss desrcases and the decreuse van be linkaod
abjectively 10 an event occurring afler the impairment loss W recognized. where the instrument s o del
imbrument. thee impairment Inss is reversed through profit or loss, An impairment hoss in respect of an equily
imstrument elassilied us available-for-sale i not reversed through profin or loxs i aceounted for direcly in

Suliny.

Finamcial linbilitics
Imitial recognition apd measurement

Financial lisbilities are elassified ot infkal recognition, as financial liabifities a8 fair volue theough profit or
[rss ard ither (hnaniial labalities:

Al financial Tksbilities are recognized initially a fair value and, in the case of vaher fimanciul lahilities. net of
disectly attributable trunsaction costs. The Company's financial labilities nclisde insurance payables, other
paywhles, accrused charges .

Subseiquenl measaremeni

e mcasureinent of financial liobilitics depends on their classification, as deseribed belos:

Financkal Babilities il amariieed cast

Financial nstrements issed by the Company, that are not designated al flaie value through peodil or loss bat
e chassilied s financial Rubilities s gmortized cost. whene the substance of the cunbraciunl prrangenenl
restilts i the Compony having an obligaibon cither o deliver cash or another financial ssse 10 the halder, or
o satisly the obligation other than by the exchange of & fived smoun of cash or another Mimanciol asset for o
fined nuimber of oan equity shares,

Afber initial measuremsent, fBnancial lishilities al amortized cosi are subsequently measurad ot emortiad eost
using ibe HIR, Amonieed cost is caleulaiad by takimg imo secount any discount or prentium on the isuwe and
costs that are an ivegral pen of the ETR.

W11 Fimancial Habilities of the Compamy ane corrsel & pmortjed gosl,
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205  diilsetting Anancial imsiroments
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i

Finamclal assets and Habilitkes ame offsct amd the net amount reponted in the simement of Gnancial posilion
where the Comipany s 3 legally enforceable right 10 0fTscl the recogniyad amounts, amd there |5 a inention
oy setlle on a et basis or realize the asset and settle the Hability simultaneously. The legal enforceable right
mist nob be contingent on futune evenis and must be enforceable in the pormal course of business- and in

event of defaull. insolvency or bankruptey of the Company ar the counterpay.

(iher asvseds

Fripanamaimic

Prepayiaes she paymsents mude in advance For sarvioes b be enjoyed 0 falsire, Tl ansosind & nitially
capializad b ihe seporting period inowhich the pomsent i= made and subsequently amanbasl over e persod
i which the serviee is 1o be enpoyed,

AT recelnilfen

ikl reveivables are resognived wpon the occurmenos of event or transaction & they arige ond cancelled
whet pavient i received,

The Coiijany's oalver receivables are stafl sdvances and other receivables from deblors.

Casthy amdl eash eqquivalenis

LCash and cash equivalents: comprise balinoes with less then three months” masturity from the dale of
acquisition, melisling cash in hand, deposizs hedd @ call with Banks snd other shor-term highly ligquid
investmenis with original matarities of theee nsonths oF less,

For the purmpases of the cash Mow siatement, cash ond cash equivalemts include cash and restiricied balomces
with Matiomal Bank of Ethiopia.

lsurance contracls

i

Ihe Company ieswes comracls thol tronsler insurance nsk or finoncial sk or bath. fnsuminee contrachs ne
s conbrzcts whiere @ party (the policy hilder) tmnsfers sigrificns insurance risk 1o another pary {insurerh
aml the Litter dgrees oo congpensaie the policybeldsr or other beraflclory I a specilied uncenaln fane evemt
ithe imsured event) adversely affects the pelicyholder, or other beneficiary, Such contructs may also transfer
financial risk when the insurer issues fnosclal insiraments wiith o discretionary portfeipmbon fesiure. Az a
general guideling, the Company delines s significant insurance risk the possibility of having 10 pay benefits
o e oeocurrenye of the Irsured evend it ane ot least 10% mone than the benedit pavable iFthe insured svent
il ik o,

Umce a conirmet bos been classifled ns an inswronce comiract, it remalns an insusanee contract for (e
remalnder of s lifetimg, oven i0the insurence nek medoces 1i]'n|ﬁ-|:unl.1,. dl.rrlng this perind, wnbess all rights
and ohligaliens are extimpaished or expire. Imvesiment contracts can, however, be reclassified a8 inaranee
comiracts alley inceplion if insarnce sk becomes signilicont,

Thee Company’s insurande controcts ang ufl mon-life insuranoe controcis.
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e Company's nsurance contracls are classified as short-1erm.

shori-lern insurnnoe conlraets

These comiracts are sccidents and casualyy, propeny and shart-duration i insurance contmets. Accidenis
and casualty insurance contracts protect the Company”s cusiomers sgainat the risk of causing harm to third
parties ws a resull of their legitimate sctivities. Damages covered inelude both contragtual end pn-comraciun
events. The dvpical protection offercd is designod for employers whi - become legally Tiable to pay
compersation 1 imjured enaplovees (employers” liability ) and for individual ang business customers wha
brogime lisble L pay cnmpensaiion o a thind party for bodily hanm or propery dumape (public Habiligy

Ihopenty insurance contrcts mainly compensate the Company’s customers for damage suffered to their
propeniles or For ihe value of property kst Customens whio ndertake commercial activites on their premises
could alép receive compensation for the loss of earnings caused by the inability to use the insured propertics
i thetr bisiness sctivities (busingss intermaption ¢overh

For all these coivirscts, premiums ane recognized as revenwe |earmed premiums) propoctionally over the period
of coverage. The ponion of premium received o in-force contracts that relates 10 unexpined risks at the
halanice sheet dote is reporied as the uncarned premium lishiliy. Premiums are shiown befone deduction of
commissien and ane gross of any taxes of duties levied on premiums.

Claims and loss adjusiment expenses are charged 10 income as incurred based on ihe estimated Finhility for
compensation vwed o contract bolders or third partics dumaged by the contruct holders. They include dire
aned indirect clalms settlement costs and arise frans cvents that have occurred up to the eid of the reporing
poriod even il ey have nat yet boen reporied bo the Company. the Company does not discount s liabilivies
far unpaid claims other than for disability claims, LEabilitics fiar unpaid cloims are estimated using the input
ol dssessments for Individual coses reporicd b the Company snd statisticnl analyses for the claims incumed
hut not reporied, and te estinuite the expecied ulimate cost of more comphex cloims that may e affedted b
entemmal fictors (wech as court decisions )

Liability adequacy tesl

W el waid akl e repasiiong peresd. lnbilily adeduacy ek GRd perfurmmed 1o cnsule Js axfoquacy o the
coniract Habilivies met of relsted DAC, In pesforming thess tests. curment best extinunes of futune contractual
cush flows and claims handling und administration expenses, o3 well as invesiment income [rom the assets
hacking swich fiabilities, ure used. Any deficiency is immediately charged 1o profit ar koss initially by writing
off AC and by subseguently establishing o provision for losses arising from liabiliyy adeguacy fests (the
umespired risk provision
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Reimsuranee contracts hebd

Contracts entered inlo by the Company with neimsurers under which the Company is compensated [or losses
v one or mone conbracts issucd by the Company’ and that mect the classification requirements for insumnos
wonlraas inomee 20D ga) uee glossilied os reinsurence coniracis held, Conbmets thal Jo s meet these
clussillvabion revuirements are classified & financial ossels. Insuronce contracts entered inlo by the Company
under which the comtract holder i3 anodher insurer (nwands reinsurance) are included with insuranee

COmirgis.

P betiwilis o which the Compary s ontitled aiader Bs peinsurinee contracts held are recopnised as
reitsuranee practs, Those ssscts conaidl of shor-term balonces due from reinsurers, as well as lﬂﬂjﬂ' lisrm
reveivables that are dependent on the expected claims and benefits anising under the relubed reinsined
insuranee conlracls. Amounts recoveruble from or due i reinserers one measupsd consistently wilh he
amounts associnted with the reinsurcd isurance conracts and in sccordance with the terms of each
reinsuranee eunlract. Reinsmance Habilivles are primarkly peomdums pagiable for refsurnoe conlracts and are
revopnized o on exponsa when due,

b corain coses, o reisurce contracl is entered inlo retrospectively 10 peinsure o noilied elaim under the
Company s property ar casually insurance condrmets. Where the prembium due 1w 1he reinsurer differs from il
|i;l|1ri|i1'r- eatahlishal hrlir he Lirmipiy for the related clitna, the Eflference & omoriized over ihe esibmaied
refmaining serllemend periiad.

e Company pssesies its reinsusance assels [or impaiomant on o guasterdy basis. I there is abjective
evidende that the reinsurance asset is impained, the Company reduces the carrving amaund of the reimsurance
assct 10 ils recoverable amoand and recognizes that impairnsent [oss in 1he income satement. The Company
gathers the phjective evidenee ihal @ reiisurance mscl is impaired using the same process adopid for
financial assets hebd ot amenized cost. The impairment loss is caleolated following the same method wsed for
thise fnuncial assets, These processes are desgribed in e 2.9,

Receivables and payables related o isurance coniracis

Haocaivalrles and payebles are recognizsd when dwe, These include amounts due to end from agenis, brokers
arnl imsarunee gonirsn holders, 11 here &5 objective evidence thit the insursnce receivable s ampaired, the
Company reduces the camrying amount of the msurance receivable accordingly and recognizes that
mpairmient loss in ihe Incomse siatemem. Tle Company gothers the objective evidence thal an Insurance
receivable is impaired using the sume process adppled For loans and recelvabies,

fhe impairment loss is caleulased under the same method wied For these financial assets. These processes are
duseribed in nole 29
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Splvage niel subrogatbon relmbursements

Some insurance contracls permit the Company (o sell {usually domaged) property aequined in setiling o claim
i For example, sabvage). the Company: may olso have the right (0 purswee thind pardes for payment of some or
all cosis {for example, subrogsiion). Estimates of sabmge recoveries one included as an allwance in the
mexsurensent of the insurance liability for claims, and salvige property is recognized in other assess when the
liahility is senbed. The allowance is the amount that can reasenably be recovered from the disposal of the

property

Subrogation reimboarsements aré alsao conaldersd ss an ollowance in ibe measurement of ibe insuronce
latslits fa wlabis wnd are recopgnised in other ssscts when ibe lubility is seuled, The wllovwanee is the
wascgsrrend of the amisurmt it can be recovered Trom the sctbon against the loble third pary.

Hevenue rocogmilian

Premilum ineome

For all insuranse contracts, premiums ane recognized &5 revenus (earned premiums) propocionally over the
pertisd of coverage, The portion of premijum received on in-force contracts thad relales o unexpinsd risks at
ihe repenting dolg s reporied as the uneamed premium lobiliny. Premiems are shown before deduction of
commission and ane gross of any 1axes or dutles leviad on premiums. Where insurance contracts have a singbe
premsiEn or a limised number of prenviem pavmsents due over a sipniflcantly shorler period than the period
during which benelis are provided, the excess ol the premiums payable over the valuation premiums is
deliemed and recognied a5 meame 0 line with the decrease of unespired insurance risk of the conlrects in
Hehde,

Feey arind comtsmivsdon Srcmiing

Insusance contract policyholders ane charged for policy adminisirution services, surrenders and otlver contract
fees. These lees are recegnized as revenive over the period in which the relmned seryiees are performed, 1 the
fees ane for servioes provided in future periods, then shey ane deferred and recognized over st futune
meriosls

Tavestmemi ineanne

Inteness income it recognived in ke satement of profil of boss as i seomnics and s calculated by wsing the EIR
mecledd, Fees and commissions ihal are an inlegral part of the efective vield of the financial sssel one
r-,"\'-u‘Tli.l'q;‘ll s Gin gdjeskrsend b the IR ol the instusmenl

Investment income also includes dividends when the right to receive payment i established.
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IHvickerd frcomne

Fhis is recopnized when the Company's fght w reveive the paymen i established, which is generally when
i sharehueiders approve and declane the dividend.

Coross e fiis ana claims

Ihis includes all clpims oeewrring dwring the year, whether reponied or not, related Inemal and external
claims hondling costs thal ane directly nelaled o the processing amd setibervend of claims, a reduction Tor the
valae sl salvage and ather recoveries, and any sdjusiments o claims cutstanding from preyvious years.

Reinsurnnie claims

Ruinsuranee chaims are recogniced whim the related gross insurunce claim is recognized secording 1o 1ha
terms of the mlevant conlrea,

Underwriiing xpenses

Undensriting expenses are made up of scquisition and malinfenance expenses comprising commission and
oy enpernses anad other direet costa.

Lindlerwriting expenses [or insuranee coniracts are recoghized a8 expense when incwmed, with the cxeeption
of gequasition oosts which are recognized on a lime opportionment basis In respect of rsk,

Employee benelits
The Company only pest-employment schemes b delined conlnbution pension plans,

Iarges, varfinrfes anind ainirand fearve

Wiges, sakares, botmises, oiber contnibabions, paid snmual keave and siek leove one aceroed in tle vear in
iluich the wssdinled services are femndered by employees of the Conmypany.

Heftned covtritariion plier
[T Comnpany aperates two defined coniribulion plans;

ih pension schome in line with the prindsions o Ethiopian pension of privale organization employess
proclamation  TIEZ0M], Fumding under the scheme is 7% and 1% by emplovees and the Compan
respeetivaly;

- provident fund contribution, funding under this scheme is 7% and 11% by employees and the Company
respaiively Bused on the employecs splary,

Uinee the comribulions have been paid, the Company retains no kegal or constructive oblipaion 1o pay further
contribistions il the Fund does nol hold enough assets 1o finance benefits acorving under the retirement
bl plan. The Compuny™s ebligations are recopnieed in the profit and loss necount,

Peofli-shiering ol bawn plaws

Fhe Canmmpanys recognizes a [Rability ) expense for honuses and profil-sharing based on o formula that
takes ine coniaideratian the profil the company "5 !-hﬂ.l'nhl.ﬂdl:l‘! afler -Dn'l.l;l.lﬂ mjﬂ.ﬂm:ﬁﬁ the
Compans recopnine a [rovisi
aopasarucievie obhgaton,
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Fair value meazuremonl

The Company measunes noncial instruments classified os ovailable-for-sale al fuir vabue al cach sugement of
fimanchal posision date, Fair value related disclosures for nancial instruments and non-financial assets tha
ure mcasured o fair value or where fdir values are disclosed are, summuarized in the following noles:

+ [sclosures for valuation mellsods, significant estimates and assumplions nole 4.8.1 and noles 3

= Ummmitative disclosunes of fair value messurement hicrarchy mote 4,8.2
= iaaneial imsiramens (e luling thoss corrbed all amortized cost) pede 4.8.3

Fair vl Is the price the wouwld be received to sell an asset or paid 1o dransfer o liahility in on orderly
trarsaction bolween market participanis at the mensurement date. The fair value measurement is based on the
presumplion thal the raisaction 1o sell the asa or irmnsder the Habiliy akes plice eliber

* o the principal imarken or the asset o linbility, or
+ o the shsence of o pringipal market, in the mest sdvamageous market for the asseu or fability,

It principal o the miost advanlageoins markel sl be scoessible by the Conpany,

It Takr value of an assel oF @ labiliny s measured asing the assumptions thot marked penticipanis would pse
wwhen pricimg the asset or liabiligy, assuming that markel participants act in their economic best intenest,

The Company uses valuation lechnigues thet are appropripte in the circumstanees aned for which suificiem
ain mre ovailabde fo mensure fadr value, masimizing the use of relevani observable Inputs and nvalmixiag the
imsit ol misibseryable i

Ansats und Tiabilivies For which Gir valoe is medsured or disclosed In the finonclsl stalements are caleporized
wihin the e valiue Bierarchy, deseribed @s follows. based on the lowest level gt that is significant 1o the
lair volue mesurememn o o whales

+ Lewel 1 Crioted (umadjisstedh market prices in sctive markets loe [dentical assas or Habilities,

= Ll 2 Vahuation technispaes fof which the lowest level Bnputl that 5 significant to the fair value
mcasuremienl {3 dinocily ar indirecily obscrvable,

* Level 3 — Vahuation echniques for which the lowest level input that B significant 1o the fadr value
mcasirement is snobserable,

For assets wnd Bobilities tho sre recopnieed im the Mnanclal saements of 8 recurring bases, the Cimpany
devermines whetler transfers hove occurred between Levels in the hicrorchy by re-gssessing coteporization
(hased wn the lowest level input that is significant 1o the fair volue measurement os o whole) of the end of
curch repoarting: perod.

[ Comnpuny s DErectors determing the pulicics and procedures G bath recurring fadr valse measanement.
sl s available=Tor-sale Nnancia) asscts

For the purpose of fair value disclosres, the Company has determined classes of asscts and liabilities on the
s ol Uhe nature, charscieristics and risks rability amd the level of the lsir value hicrarchy as
caplained akuag
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Frovisions

Frowisions are recognviznd when the Company has a prosent obligation (legal or constractive) as a resull ol
st event. B s probable that an omilow of resources embodying economie benefits will be regudred 1o sende
the abligation and & relisble estimabe can be made of the amount of the obligaibon. When ihe Company
eapents sons or ol of @ provision to be reimbursed, For example, under an insurance comtract, the
reanslsirenient 5 recoghisod as @ separste usset, but only when the reimbursement is vinually cenain. The
expense relaling 1o @ provision is presented in inconse statemend net of any reimbursement,

1 ke effict of the time valoe of money is moberial, provisions are discounted using a carrenl pre-los rae that
redbects, when approprioge, the risks specific o the lability, When discounting is used, the ipcrease inoibe
provision due 1o the passage of ime §s recognined us other operaling expenses,

shivre copital

Frnremental cosis |.|in."|.:l|3.' uttnbuitabde wi the asue of now shares or opleons or W he acquisition of o business
arg shown inoequity as a deduction, e of W, from the proceeds, The excess of the issue price over the par
value §s recordied inihe share premium reserve,

Earnings per share
Pve Conspany prosents buale aml lluled camidngs per share (EPS) for its ordinary shares, Poasic EPS e

calculuted by dividing the prodil or loss: sttributable to erdinay sharcholders of the Company by the waightad
average number of slanes pulstanding during the perbod,

ilaed EPS b detarmised by adjustbng the profit of less stirbutable t ordinary sharcholders and weighled
average number ol ordinary shures outstending for the efforts of all diluted potential oedinary shanes.

Leases

The deermination af whether an arrangpement is o lease, or contoins a lease, is based on the substanes of 1he
arrangement and requines an assessment of whether the Talfillmen of the amrangement is dependent om the use
o a Apecalic miscl of Asets of whether e armangement corveys @ right o s the assel

{anangranmi aw o fesvew

Latises thot div mod trasisfer fo the Company substantially ol of the risks and besefits ineldental to owncership
of the beased Dems are operating leasies. Operatbng lesse poymenls ane recognised o on expense in the income
statemenl o a sireight-line basis over the leass term, Contingent remal payatibe |5 recognined a9 oh expense b
the perivad inowhich it s incumed.

Coamipany as o fesser

Leases where ihe Company does nod trunsfer substantially all of the risk and benefiis of ownership of the
asset are classified as operaling leases. Rental income i reconded a5 camed hased on the comraetual tenms of
the leass in CRber operating income. Inftial direel costs incyrred in nepotioling operating leases are added 1o
the carrying amaound of the feased osset and recognized over the lease lerm on the snme basis s reneal inceme.
Contingent rents are recognised as revenuse in the period in which they ane carnisd.
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Carrrenl inconne fey

Ihe income Lok expense or credit for the period is the tax payable on the curment pertod”s taxahle inceme
basied o the opplicable income 1ax rate for cach jurisdiction sdiusted by changes in defermed tax agsets and
liahilities ateributable 1w wmporary differences and 1o unused tax lisses,

Ihe clarent Income s charge is caleulated on the basis of the 1ax laws enacied ar Eu.m-ptmli'.ﬂ_'-' enncted
e end ol the reporting period in Fthiopia, The ninwnnjb:rimli:?:lh u-._aluuln positions tken n lax n:lhms
wilh respect 1o sitsatkms in which applicable tax regalation is 5I.1I_'.&j»:1:l 1 anwmw_uﬁgm. i eslahlishes
prondshans where appropriate on the bhasls of smounis expected 1o be paid 1o tlbe imy aukhrities.

Iheferred fnx

[helierred 1o bs recopnired on wemporury differences arising between the tax hases ol assels and fiobilities ond
their carrylisg amounts in the fnancial sistements, However, deferred tax lishilities ane not recognized if they
arise from the il recognition of goodwill; deferred tax s not pecounsed for 0F it arises from initial
recognition of an asset or Hability in o wransaction other than 4 business combination that at the time of the
traisaction slfects neither necounting nor txable poofit or loss.

[eferred 1ax is determined using tax rates {and laws) that kave boen enacted or substantively enacted by the
blatice sheet date and ane expected o apply when the reluted deferred tax asset is realized ar ihe deferred tax
limhalsty is seitled,

Ielerred Loy assets are recognised only 1o the extent that i§ is probable that future taxable predit il e
avsilable apminst which the wemporary differences can be utilind.

Ieforred tax asscts and labilities ure offset when there is a legally enforcenble right 1w ofTset cament 1ax
asscts against current s lalsilitics and when the deferred taxes assets and labililics relae to income ks
bevid by the saime tnxation suthorily on ither the same taxable entity or dillarent txalde entities whene there
be s ineertion t aettie the halamees on o net bk

[eferred 1y aswets and labilitics are ondy ollact when they arise in the same tx reporting group and whene
there & both the legal right and the inention 10 setlle on a et basls or o realize the assel and setile the
libriliny simubancously, i
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significant accounting judpneenis, estimnies and assumplions

Thie preparation of the Comgarny's fnascial stalements requires the Directors o make judgments, estimanes
amd assumptions that affect the reported amount of revenues, expenses, assets and labilities, and the
accompanying dischosures, o5 well as the disclosure of contingent liabilitics, Uncertainty about these
ssamptions and estimases could result in olteomes that requine o materiol adpusiment o the carrying amount
ol nasets or linhiliies affected in fuure perinds

Chhver disclosures relating o the Company™s exposung 1o risks ansd uncertaintics includes:

= { apital managemeni nots 4.7
= Fananckal risk masiageien @nid pidicies note 4.3
= =ensitivity snalysss dischisunes nobe 4.2

Jmbgnecnes

In the process of applving the Company's sccounting policies, the Direclors have made the following
judgmenis, which have Ihe mos sigrificant elfect on ibe amounls recognlzsd in the nancial slatements;
Edprerartinng feose Cotrmuifaneinn -Campany a1 fesver

Ihe Company has entened into commerginl property lentes on ite investiment property. The Coampany has
determimid, Basad o sn saluation of the e oo copditions of the arrangements, such as the lease wom
naol comstituging & substantial portion of the cconamic life of the commencial propenmy, thal it docs not metaln
all the significant risks and rewards of ownership of these propertics and pccounts [or the comricts o5
vpreraking leases.

Exiimates pml assampibons

Fhe key msumpiions conceming the future pnd other key sources of estimation ot the reponing dabe, thai
have 2 significam risk of causang a malerial aifjustment 1o e L"I.H'I'}'II'I“ amounts of assets and Habilitles wilin
ihe nexi finaneial vear, are deseribed below

Uhe Company based s assumptions and éstimales on parsmeters avadlable when the lnancial statements
were prepared. Pxisting cimcumslances ond assumpions aboul Deure developments. bavever, may change
duse fo nearket changes or circumstanees beyomd the controd of the Company. Such changes are rellected in

the mssumpliens when theey oceur,

Walwation of insurance contract Bialilities
Seoredife fsnromce (scliich comprives geaeral insarrencel condract Nelilines

For mon-life Imsarance conuracis, cstimages have 10 be made both for the expected ultimate cost of claims
reperrtaal @l e reponting dale and for the expected altmaie oost of claims ingurred, bat ms el |'..'114,1r|q,'d_ alb ks
reparting daste (BNRL Docan take a sipnificami period of Gme belee e wltimose clobms cost con be
citabilisleed with certainty and for some iype of policies, IBNR cloims form the majoniy of ilse lability in il
stateimeil of (aancial posnbon

I'he ultimate cost of outstanding claims is estimated by using o mnge of sandard actuarial claims projection
rechnigues. such o Chabn Ladider amd Bomlsauner-Ferguson methods.
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Ihe main assumption underlying these technigues i that o Company’s past cloims development expericnce
can be wsed wo project future claims development amd hence whimate cloins cosis. As such, these methods
enbrapolate the developmeni of pald ond incurred losses, average costs per clokm and elalm numbers Based on
the abaerved developisen of carlber veors snd expected loss ratbos. Hisoricol claims development is mainly
snalyeed by acchdenl years, but can alse be Ricther @naleed by peographieal arvi. as well as by signilicant
bisseness Fimes ond claim tvpes. Large claims are usually separately aldrsssed. elther by being reserved ot the
face value of liss adjisier estimates or separtcly projectad in onder we reflect their e dovelopmont. In
ol cucs, e explicit assumptions are made regarding future rawes of’ claims inflaticn o T ki oo,
et ssumptions wsied ane thise implicit in the historical claims development duta on which the projectinns arc

Inrsil

Achdidional qualivaive judinvent is used 1o nssess thve exient 1o which past trends may ot appry in fre., (G2,
o Fetleny ame-ofl aweurreneds, changes in external o markel (acdors such as publis sititudes o elaiming,
ceononic conditiens, bevels of claims inflation, judicial Jdecisions @nd kagislation, as well os mbermal lsctoss
such as porifolio mix, pelsy Ieolares and elaims handling procedures) in onder to omive of the estimated
ultimate cost of claims that present the likely outcome from the range of possible omcomes, laking socount of
all the umcenainiies involved,

Sienilar judpmengs, estimales il sssumptions are employed in the assessment of adequacy of provisions for
urcirned premim Judgment is alse required in delermining whether the paltermn ol insunince service pravide
by a combract requires amonticeation of unearned premium on o basis otlser than tinse apporionment

Pmapairavent fosves owr fmvnwesrnee revedvables

The Company assesses il the e of every reponting perod whelher there is amyv objeaive evidence that s
prcmiem receivithle is mmpadred, The Company determines wheiber impalrment ksses ane incurred i and oaly
il amare is odgectivie evidence ol impadrment os o resull of one o mare events that oocumad siier e inigisl
recogrition of the receivabde (o "hoss event™) and thay loss event (or events) has an impact on the esiimaied
Fusune cash ows of e reccivable thal can be relisbly estimated, or a trigger event is idemtified.

Flse flboawing impabrmeent triggers have been sct by the Company;

{2 sagnilicunl fnancied difficulty of the poalicy halder;

il significant finencial ditfculiy of the broker:

() a breach of agreements, such s payment defiults or delinguency in premium payments;

(d1 Econamle, regulatory or legal reasons relsting to ihe premium debior’s fnancial difficolty, granting to the
premium debinr o conoession that the Company would mol olherwise consider;

(b Hligh peobability that the premiums debeor will enter bankruptey or other linancial neorgonization,

Pl Dhwccions use estdmiazes based on historical foss experiense for-ossets with eredit fisk charcteristics ond
shiective evidence of impakrmsant similor o those in e pondolie, when scheduling its fuiure cash Mows. The
methodehngy and assumplions ussd Tor esiamaing both the amount and liming of fuiire cash fows ane
reviewed regularly to reduce sny differences betwean loss estimates and actual loss experience.




NATIONAL INSURANCE COMPANY OF ETHIOPA (NICE]) 5.C.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.UNE 2009

The wse of Istorical loss experience i supplemented with significant judgment by the Directors 1o assess
whether current soonomic and credit conditions are such that the actual bevel of inherent losses is likely 1o
differ from thut suggested by historbcal experience. In normal circumsiances, historical experience provides
whjetive and relevent information From which o adsess inherent loss wiihin coch portfolio. In other
cireumstances, Wstarical loss experience provides liss relevant information about the inherent loss inoa given
partfofis ul the balance sheet dase, for example, where there have been changes in economic conditions such
fhat the most recem trends in risk factors are not fully reflected in the histarcal informaion. In these
circumsionces, such risk (aciors are tnken inte aocount when caloulating the nppwpr!_ut-u lovels of impalrmon
alfowinees, by sdiusting the mpakrmeng loss ders ed selely froim lalstorical loss expersence,

' i
e detaibed methodalogics, aneas of etimation and judgmen spplied in the calculation of the Comparys
spakrieil ¢lanrgs on [irnes il dssels &0 W0 o m 1|3H.'- I'i“-lm'ulm.l nm Wmml' m'

I'lse estimation of mpairmsend kases B subjecl o uncertainy, which las incrcased [n the cumrenm economic
environmenl, amd is Righly sensitive 1o foctors: such s the level of economic activity, unensplovment rutes,
propenty price trends, and interest rates, The assumptions underlying this judgment ane highly subjective. The
methadkdogy and the sssumptions used in calouloting impairment bosses are reviewed regularly in the light of
aliiTerences between loss eslinaies and aciual loss experience,

Fatr vidue areanrrgement of ffmarciol e sframicrars

When g fhir values of financial asseis und fnancial labilkbes recorded In thve sistement of finencial position
canmot be medsurad based on guided prices 16 aclive narkets, theer (e valoe s aehsansd u.\'irhg, valuilden
technigues uskng fnpais from unobsenvable sources. A degree of judgnsent is regquired in establishing [air
valses, Judgments inelide vonsibarations of inpits such as luikdiy risk, eredit risk and volailin, Changes in
mssamiptivns showt these Taciors could alfect 1be reported Thir value of linancial mstunents.

Hircaniae ey

I ncermaimtics exdst with respect 10 the interpreiation of compley inx regulaiions, changes in o bves, and 1he
aegied ard timang of fmore. tsably ancome. Liven the long-term . notune and n.mplmiil_\ all ;-:\:islirlg
conraciual agreaments. diffarencé wrising beiween the acwal resulis und the ssumptions made. or fuiune
changes 1o wuch assemptions, could pecessilite future odiusiments 1o 1y inconte and expense plrendy
revofded. The dinount of such provisions s based on variows foctors, sieh a8 experieice ol previous o
adits and difTering interpretutions of tax regulations by the taxable emtity o the responsible s authority.

s Prelemad tax assels e recognized for onssed ax lodses o e extent that it is probable that Gxable pralil well
e availiuble agalinst which the bosses can be wiilizad. Significam jodgmern by the Directoes s requlned w
aletormuing the anvount of deberred tax assets thag cun be recognized, based wpon the lBkely timing and the kel
ol Tuture tasable profis together svith Tutune 1@x planning siralegies,
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SATIONAL INSUHANCE COMPANY OF ETIIOPFLA (SICE) 8.0,
SOES LU TIE FINAMCLAL STATEMENTS
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