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BK GENERAL INSURANCE COMPANY LIMITED
COMPANY INFORMATION
For the year ended 31 December 2020

BK General Insurance Company Ltd, a subsidiary of Bank of Kigali Group PLC, was incorporated as a limited
liability company on 16t September 2015 by Rwanda Development Board and was licensed by the National
Bank of Rwanda to transact non-life insurance business on 22 March 2016.

Our Vision
To be a leading provider of innovative, high quality insurance services

Our Mission

To provide innovative, high quality insurance services that add value to shareholders’ investments through
technology enhanced products and motivated professional staff

Our Goals

To exceed customer expectations and we have put in place strategies to become a customer centric
company

Registered office

BK General Insurance Company Ltd
TIN: 103752228

P.0. Box 724 Kigali, Rwanda

E: bkinsurance@bk.rw

W: www.bkgi.rw

Bankers

Bank of Kigali Plc Equity Bank Rwanda Plc KCB Bank Rwanda Plc
Kigali, Rwanda Kigali, Rwanda Kigali, Rwanda
Cogebanque Plc Banque Populaire du Rwanda 1&M Bank Rwanda Plc
Kigali, Rwanda Plc Kigali, Rwanda Kigali, Rwanda

Zigama CSS CBA Rwanda Plc Bank of Africa Rwanda Plc

Kigali, Rwanda Kigali, Rwanda Kigali, Rwanda




BK GENERAL INSURANCE COMPANY LIMITED
REPORT OF THE DIRECTORS
For the year ended 31 December 2020

The directors have the pleasure of submitting their report together with the audited financial statements for the
year ended 31 December 2020, which disclose the state of affairs of BK General Insurance Company Limited
(the “Company”).

PRINCIPAL ACTIVITY

The Company underwrites classes of non-life (short term) insurance risks as defined by Law No. 52/2008

governing the organisation of insurance business in Rwanda.

RESULTS

The results for the year are set out on page 12.

DIVIDEND

The directors do not recommend payment of dividend for the year ended 31 December 2020.

RESERVES

The reserves of the company are set out on page 13.

DIRECTORS

The Directors who served during the year and up to the date of this report are:

Name

Sandra Rwamushaija
Dr. Jack Nkusi
Kayonga

Nathalie Mpaka
Yves Gatsimbanyi

Ephraim Turahirwa

Shehzad Noordally
Patrice Bastide

Jean Enock
Habiyambere

Title
Chairperson
Vice
Chairman
Member
Member

Member

Member
Member

Member

Appointment date
Appointed on 22 March 2016
Appointed on 22 September
2016

Appointed on 22 March 2016
Appointed on 22 September
2016

Appointed on 22 September
2016

Appointed on 01 August 2018
Appointed on 20 November
2018

Appointed on 19 March 2020

Status
Independent member
Independent member

Non independent member
Non independent member

Retired on March 12, 2020

Independent member
Non independent member

Independent member

The members of board committees who served during the year and to the date of this report were:

Audit committee

Shehzad Noordally,
chairman
Patrice Bastide M.G.M

Nathalie Mpaka

S

&

Risk management
committee

Dr. Jack N.
Kayonga, chairman
Yves Gatsimbanyi
Shehzad Noordally

Underwriting&Claims
Strategy committee
Jean Enock
Habiyambere, Chairman
Patrice Bastide M.G.M

Yves Gatsimbanyi
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Dr Jack N. Kayonga,
Chairman
Jean Enock Habiyambere

Nathalie Mpaka
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BK GENERAL INSURANCE COMPANY LIMITED
REPORT OF THE DIRECTORS
For the year ended 31 December 2020

AUDITOR

PricewaterhouseCoopers Rwanda Limited were appointed as external auditors in accordance with Regulation
No. 14/2017 of 23/11/2017 on accreditation requirements and other conditions for external auditors for financial
institutions, and the year 2020 marks the end of their term.

SheilaAA. USAN
Company secretary
31 March 2021




BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF DIRECTORS’ RESPONSIBILITIES
For the year ended 31 December 2020

Law No. 17/2019 of 13/04/2018 governing companies requires the directors to prepare financial
statements for each accounting period which give a true and fair view of the state of affairs of the
Company as at the end of the financial period and of the Company’s profit or loss. It also requires the
directors to ensure that the Company maintains proper accounting records that disclose, with reasonable
accuracy, the financial position of the Company. The directors are also responsible for safeguarding the
assets of the Company.

The directors accept responsibility for the presentation and preparation of financial statements of the
Company in accordance with International Financial Reporting Standards and in the manner required by
Law No. 17/2018 of 13/04/2018 governing companies. They also accept responsibility for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

The directors are also responsible in preparing the financial statements, for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the Company or
to cease operations, or has no realistic alternative but to do so. The audit of the financial statements does
not relieve the directors of this responsibility.

The directors are of the opinion that the financial statements give a true and fair view of the financial
position of the Company as at 31 December 2020, the Company’s financial performance and cash flows
for the period then ended in accordance with International Financial Reporting Standards and the
requirements of Law No. 17/2018 of 13/04/2018 governing companies.

Approval of annual financial statements

The financial statements on pages 12 to 60 were approved by the Board of directors and are signed on its
behalf by:

.................................

31 March 2021
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF CORPORATE GOVERNANCE
For the year ended 31 December 2020

BK General Insurance Company Limited is owned by BK Group PLC and SWAN General Limited with
70% and 30% stakes respectively.

BK General Insurance Company Limited ("BK GI") is committed to adhering to the highest standards of
good corporate governance at all levels of its operations. This commitment is rooted in our core values and
beliefs. We have put in place elaborate governance processes, which comply with best practice as set out
in various codes on Corporate Governance.

Board of Directors & their meetings attendance

The Board consists of four independent non-executive directors. The Board is composed of directors with a
good mix of skills, experience, and competencies in the relevant fields of expertise and is well placed to
take the business forward. Appointments to the Board are made after careful consideration.

During the year, the Board convened and held four (4) ordinary meetings. All the meetings convened had
sufficient quorum. A review of attendance to meetings by individual members during the period under
review indicates that all the members gave sufficient time and attention to the affairs of the Board.

The Directors in office and their attendance to main Board are as follows:

Position Meetings eligible  Meetings

to attend attended

Sandra Rwamushaua 7 7 Gharperson 4 4
....... Dr. Jack N. Kayonga Vice chairperson 4 “
Nathalie Mpaka : | Director 4 4
Vves Gatsimpanyi f ~[Director i 4
Jean Enock Habiyambere | Director 2 2 E:
| Shehzad Noordally Director 4 4
Patrice Bastide MG.M Director 4 ¥ e
| Ephrem Turahiwa ~ Director (Retired) e e

Board Charter and Work Plan

The Board Charter contains provisions that ensure that the Board observes best practice in corporate
governance and contains among other things; the size, role and functions of the Board; appointments,
induction and tenure of directors and Board performance evaluation and remuneration of directors. The
Work Plan has a formal schedule of matters specifically reserved for the Board’s attention to ensure it
exercises full control over all significant matters. It sets out the schedule of meetings of the Board and its
committees and the main business to be dealt with at those meetings. Additional meetings are scheduled
as and when the need arises.

Board Meetings

The Board of Directors meet quarterly or as required in order to monitor the implementation of the
Company’s planned strategy, review it in conjunction with its financial performance and approves issues of
strategic nature. Specific reviews are also undertaken on operational issues and future planning.

Board Committees

The Board has created the following principal committees, which normally meet on quarterly basis under
well-defined and materially delegated terms of reference set by the Board.
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF CORPORATE GOVERNANCE
For the year ended 31 December 2020

a. Audit Committee

The Audit Committee in principal meets quarterly or as required. In accordance with regulatory
requirement, the committee comprise non- executive members of the Board who are independent of the
day today management of the company's operations with only one Non-Independent Director. The
committee deals with all matters relating to the financial statements and internal control systems of the
Company including dealing with independent auditors and National Bank of Rwanda inspectors.

b. Risk Management Committee

The committee was set up to assist the Board to mitigate risks in the Insurance business. It meets quarterly
to advise the business on all matters pertaining to risk management in the market, operations and other
risks.

c. Investments, Assets, Liability and HR Committee

The committee meets quarterly where applicable to review Company’s investments, Assets and liabilities in
addition to that, it reviews human resource policies and make suitable recommendations to the Board on
senior management appointments and other related personnel. This committee advises the Board as well
on remuneration related to employees.

d. Underwriting and Claims Strategy Committee

This Committee was set to assist Board to understand the framework of the Insurance Business -
Underwriting, Reinsurance and Claims. It reviews all reports related claims in line with corporate
governance regulation and assess the adequacy of insurance reserves. It also advises the Board on the
reinsurance treaties, related capacity and retention.

Separation of Role of Chairman from Managing Director

The Chairman is responsible for managing the Board and providing leadership to the Company while the
Managing Director is responsible to the Board for running the business in accordance with the delegation
of powers given by the Board. The Managing Director directs the implementation of Board decisions and
instructions and the general management of the business with the assistance of the Senior Management
Team.
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDERS OF BK GENERAL
INSURANCE COMPANY LIMITED

Report on the audit of the financial statements

Our opinion

In our opinion, BK General Insurance Company Limited (the “Company”) financial statements give a true
and fair view of the financial position of BK General Insurance Company Limited (the “Company”) (the
“Company”) as at 31 December 2020, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards and the requirements of Law
No.17/2018 of 13/04/2018 Governing Companies.

What we have audited

The Company's financial statements as set out on pages 12 - 60 comprise:

the statement of financial position as at 31 December 2020;

the statements of comprehensive income,

the statement of changes in equity for the year then ended;

the statement of cash flows for the year then ended; and

the notes to the financial statements, which include a summary of significant accounting policies.

e © & ¢ @

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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence ;

We are independent of the Company in accordance with IESBA International Code of Ethics for
Professional Accountants (including International Independence Standards). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

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 Company financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

PricewaterhouseCoopers Rwanda Limited , 5th Floor, Blue Star House, 35 KG 7 Ave, Kacyiru
PO Box 1495 Kigali, Rwanda
Tel: +250 (252) 588203/4/5/6 , www.pwe.com/Tw e

!
Directors: M Karanja M Nyabanda =, 3 i
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDER OF BK GENERAL
INSURANCE COMPANY LIMITED (CONTINUED)

Key audit matter s How our audit addressed the key audit matter

Determination of insurance contract
liabilities

Insurance contract liabilities included in note
21 of the financial statements are made up of
reported claims and incurred but not reported
(“IBNR") claims. These were considered a
matter of most significance to the current year
audit for the following reasons:

Our testing approach included amongst others, the
following procedures with the assistance of our
actuarial specialists:

e Evaluating and testing the controls around the
claim reserving and settlement process;

e Evaluating managements’ process for reviewing

e The estimation of the provisions involves the adequacy of the provisions;

significant judgement given the inherent
uncertainty in estimating expected future e Checked the accuracy of the data used by the
outflows in relation to claims incurred. statutory actuary by tracing the policyholder
valuation input data, such as premiums, claims
and expense data used in the valuation model to
information contained in the administration and
accounting systems.

e The valuation of these liabilities relies on
the accuracy of claims data and the
assumption that future claims
development will follow a similar pattern to

past claims development experience. e Comparing, for a sample of claims, the amounts
g ; as recorded in the claims systems to source
e The magnitude of the insurance contract docuinents:
liabilities balance (FRW 8,344,577,000) in ’
relation to total liabilities of (FRW e Performed a review of the methodology and
14,305,052). assumptions used to compute the liabilities

against generally accepted actuarial practice
approaches, in relation to the business written
and expected risks; and

e Tested the robustness of the reserving process
by performing an actual vs expected analysis on
prior years’ reserves to assess this for any
surpluses or shortfalls.

Any change to these assumptions and
methodology can result in a material impact to
the valuation of insurance contract liabilities.

Other information

Directors are responsible for the other information. The other information comprises the Directors’ report,
Statement of directors’ responsibilities, statement of corporate governance and supplementary
information but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDER OF BK GENERAL
INSURANCE COMPANY LIMITED (CONTINUED)

Responsibilities of the directors for the financial statements

Directors are responsible for the preparation of the financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the requirements of Law No.17/2018 of
13/04/2018 Governing Companies, and for such internal control as directors determine 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, directors are 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 the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Directors are also responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

e I|dentify 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.

e 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDER OF BK GENERAL
INSURANCE COMPANY LIMITED (CONTINUED)

Auditor’s responsibilities for the audit of the financial statements (continued)

e Conclude on the appropriateness of director’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.

e 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 the directors 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 the directors 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
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements 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.
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDER OF BK GENERAL
INSURANCE COMPANY LIMITED (CONTINUED)

Report on other legal and regulatory requirements

Article 132 of Law No.17/2018 of 13/04/2018 Governing Companies requires that in carrying out our audit
we consider and report to you on the following matters. We confirm that:-

i.

We have no relationship, interest or debt with BK General Insurance Company Limited. As
indicated in our report on the financial statements, we have complied with the required ethical
requirements. These are the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (IESBA Code) which includes comprehensive independence and
other requirements;

We have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit;

In our opinion, proper books of account have been kept by the Company, so far as appears from
our examination of those books; and

We have communicated to the Company’s Board of Directors, through a separate management
letter, internal control matters identified in the course of our audit including our recommendations
in relation to those matters.

According to the best of the information and the explanations given to us as auditors, as shown by
the accounting and other documents of the company, the annual accounts comply with Article 123
of Law No.17/2018 of 13/04/2018 Governing Companies.

For PricewaterhouseCoopers Rwanda Limited, Kigali,

82_March 2021
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2020

Gross written premium
Change in unearned premium
Gross earned premiums

Less: insurance premium ceded to reinsurers

Net insurance premium revenue
Add Commissions earned
Less Underwriting expenses

Net underwriting income
Net claims incurred

Management expenses
Underwriting profit

Investment income
Other income

Profit before income tax

Provision for Income tax

Profit for the year

Other comprehensive income, net of tax

Total comprehensive income for the year

Notes

5(a)
5(b)

5(c)

13

The notes to the financial statements on pages 16 to 60 form an integral part of these financial

statements.

oy}

|

SIGNED. WAN

pye  Pwl Rwanda Limited |

Dec-20 Dec-19
Frw’000 Frw’000
9,153,316 7,270,168
(722,329) (364,509)
8,430,987 6,905,659
(1,647,235) (1,515,824)
6,783,752 5,389,835
262,563 134,132
(512,051) (358,426)
6,534,264 5,165,541
(2,982,619) (2,423,958)
(2,007,029) (1,706,525)
1,544,616 1,035,058
912,164 664,129
76,016 186,996
2,532,796 1,886,183
(797,413) (568,106)
1,735,383 1,318,077
1,735,383 1,318,077
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
As at 31 December 2020

Notes Dec-20 Dec-19
Frw’000 Frw’000
Assets
Non-current assets
Equipment and motor vehicles 27 135,672 45,693
Intangible assets 28 159,705 169,623
Deferred income tax 30 9,472
Right-of-use assets 29 172,512 207,028
Total non-current assets 467,789 431,816
Current assets
Receivables arising out of direct insurance arrangements 14 912,639 345,260
Reinsurers share of insurance liabilities 15 1,631,528 1,407,378
Receivable arising from coinsurance & Subrogation arrangement 16 254,523 51,482
Deferred acquisition costs 17 275,599 157,721
Other receivables 18 351,224 370,668
Deposits with financial institutions 19(a) 4,476,240 4,429,420
Investment in securities 19(b) 5,980,154 3,308,108
Cash and bank balances 20 1,079,424 1,750,656
Total current assets 14,961,331 11,820,693
Total assets 15,429,120 12,252,509
Liabilities
Insurance contract liabilities 21 6,637,396 5,152,843
Creditors arising from reinsurance arrangements 23 165,544 910,695
Income tax payable 25 172,479 113,571
Lease liabilities 199,900 222,562
Other payables 24 1,212,176 546,596
Total liabilities 8,387,495 6,946,267
Equity
Share capital 26 2,857,143 2,857,143
Retained earnings 4,184,482 2,449,099
Total Equity 7,041,625 5,306,242
Total equity and liabilities 15,429,120 12,252,509
The notes to the financial statements on pages 16 to 60 form an integral part of these financial
statements.
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2020

Year ended 31 December 2020

At start of year
Comprehensive income:
Profit for the period

Other comprehensive income

Total comprehensive income
At end of year

Year ended 31 December 2019

At start of year
Change in application of IFRS 16

Restated balance 1 January 2019

Comprehensive income:
Profit for the year

Other comprehensive income

Total comprehensive income
At end of year

Share capital Retained earnings Total
Frw '000 Frw '000 Frw'000
2,857,143 2,449,099 5,306,242

- 1,735,383 1,735,383

- 1,735,383 1,735,383

2,857,143 4,184,482 7,041,625
Share capital Retained earnings Total
Frw '000 Frw '000 Frw'000
2,857,143 1,139,847 3,996,990

- (8,825) (8,825)

2,857,143 1,131,022 3,988,165

= 1,318,077 1,318,077

- 1,318,077 1,318,077

2,857,143 2,449,099 5,306,242

The notes to the financial statements on pages 16 to 60 form an integral part of these financial

statements.
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BK GENERAL INSURANCE COMPANY LIMITED
STATEMENT OF CASHFLOWS
For the year ended 31 December 2020

Profit before Income tax
Adjust for:

Depreciation expense
Provisions & impairments
Interest income earned

Changes in working capital:

Increase/decrease in deferred acquisition cost
Increase / decrease in other receivables
Increase/decrease in reinsurance assets
Increase/decrease in subrogation receivables
Increase/ decrease in insurance receivable
Increase in deffered income tax asset
Increase /decrease in insurance contact liabilities
Increase / decrease in reinsurance payable
Increase / decrease in income tax payable
Increase / decrease in other payables
Interests received from deposits

Tax paid in the year

Cash flows generated from operations

Cash flows from investing activities
Purchases of property and equipment
Purchases of intangible assets

Term deposits with financial institutions
Investment in securities

Interests received on investments
Repayment of principal lease liabilities

Net cash generated from investing activities

Cash flows from financing activities
Issue of new shares

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at year start

Cash and cash equivalents at year end

The notes to the financial statements on pages 16 to 60 form an integral part of these financial

statements.
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Dec-20 Dec-19
Frw ‘000 Frw ‘000
2,532,796 1,886,183
92,956 143,491
300,951 %
(912,164) (664,128)
2,014,539 1,365,546
(117,878) (31,487)
19,445 1,449,830
(224,150) (324,679)
(203,041) -
(567,379) -
- 9,472
1,484,553 1,243,832
(745,151) 466,954
58,908 -
665,581 351,183
197,775 180,071
(615,462) (473,067)
1,967,740 4,237,655
(185,880) (63,229)
- (61,905)
(46,820) 466,059
(2,672,046) (3,308,108)
288,438 (83,941)
(22,662) -
(2,638,970) (3,051,124)
(671,232) 1,186,531
1,750,656 564,125
1,079,424 1,750,656
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020

General information

BK General Insurance Company Limited underwrites short-term insurance business (non-life) risks. The
company is a limited liability company incorporated and domiciled in Rwanda. The registered office is:

BK General Insurance Company Limited
4th Floor, BK Annex Building
P.O. Box 724 Kigali, Rwanda

Summary of significant accounting policies

This note provides a list of the significant accounting policies adopted in the preparation of these financial
statements to the extent they have not already been disclosed in the other notes above. These policies
have been consistently applied to all the years presented, unless otherwise stated.

a) Basis of preparation

(i) Compliance with IFRS

The financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations
Committee (IFRS IC) applicable to companies reporting under IFRS. The financial statements comply
with IFRS as issued by the International Accounting Standards Board (IASB).

(ii) Historical cost convention
The financial statements have been prepared on a historical cost basis, except for the certain financial
assets carried at fair value through other comprehensive income.

(i) New and amended standards adopted by the Company
The Company has applied the following standards and amendments for the first time for their annual
reporting period commencing 1 January 2020:

-  Definition of Material — amendments to IAS 1 and IAS 8

«  Definition of a Business — amendments to IFRS 3

. Interest Rate Benchmark Reform — amendments to IFRS 9, IAS 39 and IFRS 7
«  Revised Conceptual Framework for Financial Reporting

The Company also elected to adopt the following amendments early: 8

o Annual Improvements to IFRS Standards 2018-2020 Cycle.

The amendments listed above did not have any impact on the amounts recognised in prior periods
and are not expected to significantly affect the current or future periods.

(iv) New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are not mandatory for
31 December 2020 reporting periods and have not been early adopted by the group. The most
significant is IFRS 17 Insurance Contracts. The directors are currently assessing the impact of the
standard on the financial statements.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

a) Basis of preparation (continued)
(iv) New standards and interpretations not yet adopted (continued)

IFRS 17, ‘Insurance contracts’ is applicable for annual periods beginning on or after 1 January 2023.
Early application is permitted for entities that apply IFRS 9, ‘Financial Instruments’, and IFRS 15,
‘Revenue from Contracts with Customers’, at or before the date of initial application of IFRS 17
(published May 2017).

The IASB issued IFRS 17, ‘Insurance contracts’, and thereby started a new epoch of accounting for
insurers. Whereas the current standard, IFRS 4, allows insurers to use their local GAAP, IFRS 17
defines clear and consistent rules that will significantly increase the comparability of financial
statements. For insurers, the transition to IFRS 17 will have an impact on financial statements and
on key performance indicators.

Under IFRS 17, the general model requires entities to measure an insurance contract at initial
recognition at the total of the fulfilment cash flows (comprising the estimated future cash flows, an
adjustment to reflect the time value of money and an explicit risk adjustment for non-financial risk)
and the contractual service margin. The fulfilment cash flows are remeasured on a current basis
each reporting period. The unearned profit (contractual service margin) is recognised over the
coverage period.

Aside from this general model, the standard provides, as a simplification, the premium allocation
approach. This simplified approach is applicable for certain types of contract, including those with a
coverage period of one year or less.

For insurance contracts with direct participation features, the variable fee approach applies. The
variable fee approach is a variation on the general model. When applying the variable fee approach,
the entity’s share of the fair value changes of the underlying items is included in the contractual
service margin. As a consequence, the fair value changes are not recognised in profit or loss in the
period in which they occur but over the remaining life of the contract.

Other standards are not expected to have a material impact on the entity in the current or future
reporting periods and on foreseeable future transactions.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

b) Insurance contracts

i) Classification

The Company issues contracts that transfer insurance risk. Insurance contracts are those contracts that
transfer significant insurance 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 10% more
than the benefits payable if the insured event did not occur.

Insurance contracts issued by the Company are classified as general insurance business based on the
duration of the risk insured. Classes of general insurance include Aviation insurance, Engineering
insurance, Fire insurance -domestic risks, Fire insurance - industrial and commercial risks, Liability
insurance, Marine Insurance, Motor insurance - private vehicles, Motor insurance - commercial vehicles,
Personal accident insurance, Theft insurance, Workmen's Compensation and Employer's Liability
insurance and Miscellaneous insurance (i.e. class of business not included under those listed above).

Motor insurance business means the business of affecting and carrying out contracts of insurance against
loss of, or damage to, or arising out of or in connection with the use of, motor vehicles, inclusive of third
party risks but exclusive of transit risks.

Short term business is normally of single-year duration.
i) Recognition and measurement
1. Premium income

Premium income is recognized on assumption of risks and includes estimates of premiums due but not
yet received less unearned premium. Unearned premiums represent the proportion of the premiums
written in periods up to the accounting date that relates to the unexpired terms of policies in force at the
financial reporting date and is computed using the 365ths method. Premiums are shown before
deduction of commission and are gross of any taxes or duties levied on premiums.

2. Claims and policyholder benefits payable

Claims incurred comprise claims paid in the year and changes in the provision for outstanding claims.
Claims paid represent all payments made during the year, whether arising from events during that or
earlier years. Outstanding claims represent the estimated ultimate cost of settling all claims arising from
incidents occurring prior to the financial reporting date, but not settled at that date. Outstanding claims are
computed on the basis of the best information available at the time the records for the year are closed
and include provisions for claims incurred but not reported (“IBNR”). Outstanding claims are not
discounted.

There is also additional unexpired risk reserve which is a prospective assessment of the amount that
needs to be set aside in order to provide for the claims and expenses which will emerge from unexpired
risks and which is over and above the unearned premium reserve pertaining to the same risks as the
same valuation date.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)
b) Insurance contracts (continued)

ii) Recognition and measurement (continued)
3. Commissions payable and deferred acquisition costs (“DAC”)

A proportion of commission’s payable is deferred and amortized over the period in which the related
premium is earned. Deferred acquisition costs represent a proportion of acquisition costs that relate to
policies that are in force at the year end.

4, Liability adequacy test

At each financial reporting date, liability adequacy tests are performed to ensure the adequacy of the
insurance contract liabilities net of related DAC. In performing these tests, current best estimates of future
contractual cash flows and claims handling and administration expenses, as well as investment income
from the assets backing such liabilities, are used. Any deficiency is immediately charged to profit or loss.

5. Reinsurance contracts

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 recognized 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 recognized as an expense when due.

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 recognizes that impairment loss in the income
statement. The company gathers the objective evidence that a reinsurance asset is impaired using the
same process adopted for financial assets held at amortized cost. The impairment loss is also calculated
following the same method used for these financial assets. These processes are set out in Note 4.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)
b) Insurance contracts (continued)

ii) Recognition and measurement (continued)

6. Receivables and payables related to insurance contracts

Receivables and payables are recognized when due. These include amounts due to and from agents,
brokers and insurance contract holders. If there is objective evidence that the insurance receivable is
impaired, the company reduces the carrying amount of the insurance receivable accordingly and
recognizes 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 also calculated under the same method used for these financial assets.

7. 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 recognized 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 recognized 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.

(c) Insurance premium revenue

The revenue recognition policy relating to insurance contracts is set out under note 2(b) above.
(d) Commissions

Commissions receivable are recognized as income in the period in which they are earned.

(e) Interest income

Interest income for all interest-bearing financial instruments, including financial instruments measured at fair
value through profit or loss, is recognized within ‘investment income’ in the Statement of comprehensive
income using the effective interest rate method. When a receivable is impaired, the Company reduces the
carrying amount to its recoverable amount, being the estimated future cash flow discounted at the original
effective interest rate of the instrument and continues unwinding the discount as interest income.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

f) Financial assets
i) Classification

The Company classifies its financial assets in the following measurement categories:
e those to be measured subsequently at fair value through OCI; and
e those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for trading, this will depend on whether the Company
has made an irrevocable election at the time of initial recognition to account for the equity investment at
fair value through other comprehensive income (FVOCI).

The Company reclassifies debt investments when and only when its business model for managing those
assets changes.

i) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on trade-date, the date on which the
Company commits to purchase or sell the asset. Financial assets are derecognized when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Company has
transferred substantially all the risks and rewards of ownership

iii) Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable
to the acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are
expensed in profit or loss.




BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

f) Financial assets (continued)

Debt instruments

Subsequent measurement of debt instruments depends on the Company’s business model for managing
the asset and the cash flow characteristics of the asset. There are two measurement categories into
which the Company classifies its debt instruments:

Amortized cost: Assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest are measured at amortized cost. Interest
income from these financial assets is included in finance income using the effective interest rate
method. Any gain or loss arising on derecognition is recognised directly in profit or loss and
presented in other gains/(losses) together with foreign exchange gains and losses. Impairment
losses are presented within operating and other expenses the statement of profit or loss.

FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCI. Movements in the carrying amount are taken through OCI, except for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses
which are recognised in profit or loss. When the financial asset is derecognized, the cumulative
gain or loss previously recognised in OCI is reclassified from equity to profit or loss and
recognised in other gains/(losses). Interest income from these financial assets is included in
finance income using the effective interest rate method. Foreign exchange gains and losses are
presented in other gains/(losses) and impairment expenses are presented as separate line item
in the statement of profit or loss.

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company’s
management has elected to present fair value gains and losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and losses to profit or loss following the derecognition of
the investment. Dividends from such investments continue to be recognised in profit or loss as other
income when the Company’s right to receive payments is established.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

g) financial liabilities

In both the current and prior period, financial liabilities are classified as subsequently measured at
amortized cost.

Financial liabilities are derecognized when they are extinguished (i.e. when the obligation specified in the
contract is discharged, cancelled or expires).

The exchange between the Company and its original lenders of debt instruments with substantially
different terms, as well as substantial modifications of the terms of existing financial liabilities, are
accounted for as an extinguishment of the original financial liability and the recognition of a new financial
liability. The terms are substantially different if the discounted present value of the cash flows under the
new terms, including any fees paid net of any fees received and discounted using the original effective
interest rate, is at least 10% different from the discounted present value of the remaining cash flows of the
original financial liability. In addition, other qualitative factors, such as the currency that the instrument is
denominated in, changes in the type of interest rate, new conversion features attached to the instrument
and change in covenants are also taken into consideration. If an exchange of debt instruments or
modification of terms is accounted for as an extinguishment, any costs or fees incurred are recognised as
part of the gain or loss on the extinguishment. If the exchange or modification is not accounted for as an
extinguishment, any costs or fees incurred adjust the carrying amount of the liability and are amortized
over the remaining term of the modified liability.

h) Offsetting of financial instruments

Financial assets and liabilities are offset, and the net amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis or realize the asset and settle the liability simultaneously.

i) Equipment and vehicles

All categories of equipment and motor vehicles are initially recorded at cost and subsequently stated at
historical cost less depreciation. Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

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. All other repairs and maintenance are
charged to the income statement during the financial period in which they are mcuﬂrge/c_i,/ ==\
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

i) Equipment and vehicles (continued)

Depreciation on other assets is calculated using the straight-line method to write down their cost to their
residual values over their estimated useful lives, as follows:

Equipment and motor vehicles 3 - 8 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each financial
reporting date. An asset's carrying amount is written down immediately to its estimated recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their carrying
amount and are included in the income statement.

i) Intangible assets

The company’s intangible assets relate to computer software. Acquired computer software licenses are
capitalized on the basis of the costs incurred to acquire and bring to use the specific software. These
costs are amortized over their estimated useful lives of three years.

Development costs that are directly associated with the production of identifiable and unique software
products controlled by the company, and that will probably generate economic benefits exceeding costs
beyond one year, are recognised as intangible assets if:

s ltis technically feasible to complete the software product so that it will be available for use;
o Management intends to complete the software product and use or sell it;
e There is an ability to use or sell the software product;
e It can be demonstrated how the software product will generate probable future economic benefits;
o Adequate technical, financial and other resources to complete the development and use or sell it
are available; and,
e« The expenditure attributable to the software product during its development can be reliably
measured.
Direct costs include the software development, employee costs and an appropriate portion of relevant
overheads. Other development expenditure that do not meet these criteria are recognised as an expense
as incurred. Development costs that have been expensed are not recognised as an asset in a
subsequent period.

Computer software development costs recognised as assets are amortised over their estimated useful
lives (not exceeding three years). Costs associated with maintaining computer software program are
recognised as an expense as incurred.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

k) 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 entity operates (‘the functional currency’). The financial statements are
presented in Rwanda Francs which is the Company’s functional currency and rounded to "000".

(b) Transactions and balances

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 such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the profit and loss account.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the profit or loss within ‘finance income or cost. All other foreign exchange gains and losses
are presented in the profit and loss account within ‘other income.

I) Share capital

Ordinary shares are classified as ‘share capital’ in equity. Any premium received over and above the par
value of the shares is classified as ‘share premium’ in equity.

m) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly
liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts
are shown within borrowings in current liabilities on the Statement of Financial Position.

n) Employee benefits
(i) Retirement benefit obligations

The Company’s contributions to the defined contribution schemes are charged to the profit or loss
account in the year to which they relate. Its employees also contribute to the appropriate national Social
Security Fund, which are defined contribution schemes.

(ii) Other entitlements

Employee entitlements to long service awards are recognized when they accrue to employees. A
provision is made for the estimated liability for such entitlements as a result of services rendered by
employees up to the financial reporting date.

The estimated monetary liability for employees’ accrued annual leave entitlement at the financial reporting
date is recognized as an expense accrual. e
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

o) Income tax expense

Income tax expense is the aggregate of the charge to the profit and loss account in respect of current
income tax and deferred income tax. Current income tax is the amount of income tax payable on the
taxable profit for the period determined in accordance with Rwanda tax laws.

Deferred income tax is provided in full, using the liability method, on all temporary differences arising
between the tax bases of assets and liabilities and their carrying values for financial reporting purposes.
However, if the deferred income tax arises from the 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 nor loss, it is not accounted for. Deferred income tax is determined using tax
rates and laws that have been enacted or substantively enacted at the reporting date and are expected to
apply when the related deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profits
will be available against which the temporary differences can be utilized. Deferred income tax is provided
on temporary differences arising on investments in associates, except where the timing of the reversal of
the temporary difference is controlled by the Company and it is probable that the temporary difference will
not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax against current tax liabilities and when the deferred income 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.

p) Dividend distribution

Dividends payable to the Company’s shareholders are charged to equity in the period in which they are
declared. Proposed dividends are shown as a separate component of equity until declared.

g) Provisions

Provisions for legal claims are recognised when: the company has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be required to settle
the obligation; and the amount has been reliably estimated. Provisions are not recognised for future
operating losses. Where there are a number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense.

? 3 26



BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

r) The company’s leasing activities and how these are accounted for

The company leases office space in two places in City of Kigali namely Remera branch and
Headquarters. Rental contracts are typically made for fixed periods of 1 to § years but may have
extension options. Lease terms are negotiated on an individual basis and contain a wide range of
different terms and conditions. The lease agreements do not impose any covenants, but leased assets
may not be used as security for borrowing purposes.

Contracts may contain both lease and non-lease components. The company allocates the consideration
in the contract to the lease and non-lease components based on their relative stand-alone prices.
However, for leases of real estate for which the company is a lessee, it has elected not to separate lease
and non-lease components and instead accounts for these as a single lease component.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:
o fixed payments (including in-substance fixed payments), less any lease incentives receivable
e variable lease payment that are based on an index or a rate
e amounts expected to be payable by the lessee under residual value guarantees
« the exercise price of a purchase option if the lessee is reasonably certain to exercise that option,
and
o payments of penalties for terminating the lease, if the lease term reflects the lessee exercising
that option.
Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases in the company, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic company
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the Company:

e where possible, uses recent third-party financing received by the individual lessee as a starting
point, adjusted to reflect changes in financing conditions since third party financing was received

e uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases
held by BK General Insurance company Limited which does not have recent third party financing,
and

» makes adjustments specific to the lease, eg. term, country, currency and security.




BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

r) The company’s leasing activities and how these are accounted for (continued)
Right-of-use assets are measured at cost comprising the following:

¢ the amount of the initial measurement of lease liability;
e any lease payments made at or before the commencement date less any lease incentives
received

e any initial direct costs and

e restoration costs
Payments associated with short-term leases and leases of low-value assets are recognized on a straight-
line basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or
less.

Extension and termination options

Extension and termination options are included in a number of property leases across the company.
These terms are used to maximize operational flexibility in terms of managing contracts. The majority of
extension and termination options held are exercisable only by the company and not by the respective
lessor.

Critical judgements in determining the lease term

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated).

For the leases of office space, the following factors are normally the most relevant:

s If there are significant penalties to terminate (or not extend), the company is typically reasonably
certain to extend (or not terminate).

e If any leasehold improvements are expected to have a significant remaining value, the company
is typically reasonably certain to extend (or not terminate).

e Otherwise, the company considers other factors including historical lease durations and the costs
and business disruption required to replace the leased asset. Most extension options in offices
and vehicles leases have not been included in the lease liability, because the company could
replace the assets without significant cost or business disruption.

The lease term is reassessed if an option is actually exercised (or not exercised) or the company
becomes obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised if
a significant event or a significant change in circumstances occurs, which affects this assessment, and
that is within the control of the lessee.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2. Summary of significant accounting policies (continued)

r) The company’s leasing activities and how these are accounted for (continued)

The current lease terms have been estimated to be 7 years periods, if these were to be extended by 10
years periods the right of use of asset and corresponding liability would increase by Rwf 245 million and
Rwf 250 million respectively and depreciation and interest expense would increase by 27 million and Rwf
47 million respectively. New offices were rented at DP World and the right of use of assets amount
increased by 43m.

3 Critical accounting judgements and key sources of estimation uncertainty

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgments are continually evaluated and based on historical
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.

The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is the
Company's most critical accounting estimate. There are several sources of uncertainty that need to be
considered in the estimate of the liability that the Company will ultimately pay for such claims that we
have considered under note 4 — Insurance risk.

Impairment losses on financial assets

The loss allowances for financial assets are based on assumptions about risk of default and expected
loss rates. The group uses judgement in making these assumptions and selecting the inputs to the
impairment calculation, based on the Company's past history, existing market conditions as well as
forward looking estimates at the end of each reporting period.

Income taxes

Judgement is required in determining the Company's provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Company recognises liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination is made.

Lease term

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated). )
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks

The Company's activities expose it to a variety of risks, including insurance risk, liquidity risk, credit risk,
and the effects of changes in foreign currency exchange rates and interest rates. The company's overall
risk management program focuses on the identification and management of risks and seeks to minimize
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. This section summarizes the way the Company manages these
risks.

a) Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this risk is
random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning,
the principal risk that the Company faces under its insurance contracts is that the actual claims and
benefit payments exceed the carrying amount of the insurance liabilities. This could occur because the
frequency or severity of claims and benefits are greater than estimated. Insurance events are random and
the actual number and amount of claims and benefits will vary from year to year from the level
established using statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less likely to be
affected across the board by a change in any subset of the portfolio. The Company has developed its
insurance underwriting strategy to diversify the type of insurance risks accepted and within each of these
categories to achieve a sufficiently large population of risks to reduce the variability of the expected
outcome. Factors that aggravate insurance risk include lack of risk diversification in terms of type and
amount of risk, geographical location and type of industry covered.

The frequency and severity of claims can be affected by several factors. The most significant the increase
in the number of cases coming to court that have been inactive or latent for a long period of time.
Estimated inflation is also a significant factor due to the long period typically required to settle these
cases. The Company manages these risks through its underwriting strategy, adequate reinsurance
arrangements and proactive claims handling.

The underwriting strategy attempts to ensure that the underwritten risks are well diversified in terms of
type and amount of risk, industry and geography.
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)

a) Insurance risk (continued)

The following tables disclose the concentration of casualty insurance liabilities by class and
by the maximum insured loss limit included in the terms of the policy. The amounts are the
carrying amount of the insurance liabilities (gross and net of reinsurance) arising from

casualty insurance contracts.

Year ended 31 December 2020

Class

Motor

Fire

Bonds

Other classes

Total

Gross
Net
Gross
Net
Gross
Net
Gross
Net
Gross
Net

Maximum Insured Loss

0-500m 500m-1000m Above 1000m Total

Frw ‘000 Frw ‘000 Frw ‘000 Frw ‘000
22,483,941 16,335,126  1,340,670,112 1,379,489,179
19,111,350 13,884,857 1,139,569,595 1,172,565,802
219,224,166 54,695,634 235,003,953 508,923,753
157,841,400 39,380,856 169,202,846 366,425,102
8,104,159 753,182 - 8,857,341
5,802,590 539,279 - 6,341,869
23,286,742 18,848,367 364,751,762 406,886,871
16,766,454 13,570,824 262,621,269 292,958,547
273,099,008 90,632,309 1,940,425,827 2,304,157,144
199,521,793 67,375,817 1,571,393,710 1,838,291,320

Maximum Insured Loss

Year ended 31 December 2019

Motor
Fire
Bonds

Other classes

Total

Gross
Net
Gross
Net
Gross
Net
Gross
Net

Gross
Net

Frw Om - 500m Frw 501m - Above Total
1000m Frw 1000m

298,322 776,376 1,381,942 2,456,640
44 577 116,010 206,497 367,084
343,967 560,164 16,320,704 17,224,835
249,080 405,636 11,818,441 12,473,157
182,207 - - 182,207
131,943 - - 131,943
270,857 447 862 29,515,736 30,234,454
196,138 324,314 21,373,464 21,893,915
1,095,353 1,784,402 47,218,382 50,098,136
621,738 845,960 33,398,402 34,866,099
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)

a) Insurance risk (continued)

The insurance risks exposure Increased primarily as a result of increase in Fire and Motor contracts in the
current year.

Sources of uncertainty in the estimation of future claim payments

Claims on casualty contracts/general risks are payable on a claims-occurrence basis. The Company is
liable for all insured events that occurred during the term of the contract, even if the loss is discovered
after the end of the contract term. As a result, liability claims are settled over a long period of time, and a
larger element of the claims provision relates to incurred but not reported claims (IBNR). There are
several variables that affect the amount and timing of cash flows from these contracts. These mainly
relate to the inherent risks of the business activities carried out by individual contract holders and the risk
management procedures they adopted. The compensation paid on these contracts is the monetary
awards granted for bodily injury suffered by employees (for employer's liability covers) or members of the
public (for public liability covers). Such awards are lump-sum payments that are calculated as the present
value of the lost earnings and rehabilitation expenses that the injured party will incur as a result of the
accident.

The IBNR has been determined and kept to the statutory minimum requirement of 15% of the outstanding
claims payment.

Regulatory Actuarially

computed

FRW’ 000 FRW’ 000

Gross IBNR 335,430 408,603
Net IBNR 210,930 299,612
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)
b) Financial risk

The Company is exposed to financial risk through its financial assets, financial liabilities (investment
contracts and borrowings), reinsurance assets and insurance liabilities. In particular, the key financial risk
is that the proceeds from its financial assets are not sufficient to fund the obligations arising from its
insurance and investment contracts. The most important types of risk are credit risk, liquidity risk, market
risk and other operational risks. Market risk includes currency risk, interest rate risk and equity price risk.

These risks arise from open positions in interest rates, currency exchange rates and equity securities
prices, all of which are exposed to general and specific market movements. The risks that the company
primarily faces due to the nature of its investments and liabilities are liquidity risk and interest rate risk.

The Company manages exposure to these risks through policies developed by the Finance and
Investment Committee (FIC) at the group level. These policies have been developed to achieve long-term
investment returns in excess of the company's obligations under insurance and investment contracts. The
principal technique of the Company's FIC is to match assets to the liabilities arising from insurance and
investment contracts by reference to the type of benefits payable to contract holders. For each distinct
category of liabilities, a separate portfolio of assets is maintained.

i) Market risk
Foreign exchange risk

The company does not maintain foreign currency denominated current accounts with local banks. Which
does not expose the company to foreign exchange risk arising from the various currency exposures, the
company has had a few transactions denominated in foreign currency primarily with respect to the US
dollar. Foreign exchange risk arises from future commercial transactions and recognized assets and
liabilities and is managed primarily through setting limits on the maximum exposure to any one currency.
This exposes the company to foreign exchange risk arising from the various currency exposures, primarily
with respect to the US dollar.

As of December 31, 2020 the company did not recognize any gain or loss on foreign exchange gain
because it trades mostly in Rwandan francs.

Cash flow and fair value interest rate risk

Fixed interest rate financial instruments expose the company to fair value interest rate risk. Variable
interest rate financial instruments expose the company to cash flow interest rate risk.

The Company's fixed interest rate financial instruments are deposits with financial institutions. The
Company had no variable interest rate financial instrument as of December 2020 hence they are not
sensitive to interest rate. No limits are placed on the ratio of variable rate financial instruments to fixed
rate financial instruments.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)
b) Financial risk (continued)

i) Market risk (continued)

Price risk

The Company has financial instruments in Treasury bonds are measured at amortized cost and
commercial papers which are not subject to price risk.

i) Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Key areas where the Company is exposed to credit risk are receivables arising
out of direct insurance arrangements, receivables arising out of reinsurance arrangements, reinsurers’
share of insurance liabilities, loans, other receivables, deposits and cash at bank.

The Company structures the levels of credit risk it accepts by placing limits to counterparty, or groups of
counterparties, and to industry segments. Such risks are subject to an annual or more frequent review.
Limits on the level of credit risk are approved by the Board of Directors.

Reinsurance is used to manage insurance risk. This does not, however, discharge the company’s liability
as primary insurer. If a reinsurer fails to pay a claim for any reason, the company remains liable for the
payment to the policyholder. The creditworthiness of reinsurers is considered on an annual basis by
reviewing their financial strength prior to finalization of any contract. The exposure to individual
counterparties is also managed by other mechanisms, such as the right of offset where counterparties are
both debtors and creditors of the Company. Management information reported to the company includes
details of provisions for impairment on loans and receivables and subsequent write-offs. Management
makes regular reviews to assess the degree of compliance with the Company procedures on credit.

Maximum exposure to credit risk

2020 2019

Frw’000 Frw’000

Cash and bank balances 1,079,424 1,750,656
Deposits with financial institutions 4,476,240 4,429 420
Government securities at Amortized cost 4,626,347 3,006,158
Corporate bonds 1,353,807 301,950
Other assets 596,523 579,871
Receivables arising out of reinsurance arrangements 1,831,542 1,407,378
Receivables arising out of direct insurance arrangements 912,615 345,260

14,961,330 11,820,693




BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)

b) Financial risk (continued)
ii) Credit risk (continued)

All receivables that are neither past due or impaired are within their approved credit limits, and no
receivables have had their terms renegotiated. None of the Company's credit risk counterparties are
rated and none of the company’s assets are past due or impaired.

No collateral is held for any of the above assets. All receivables that are neither past due or
impaired are within their approved credit limits, and no receivables have had their terms
renegotiated. None of the Company's credit risk counterparties are rated.

None of the above assets are past due or impaired except for amounts in receivables arising out of
direct insurance arrangements which are due on inception of insurance cover.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for receivables arising out of direct insurance arrangements. The
expected loss rates are based on the payment profiles of premiums over a period of 3 months before 31
December 2020 respectively and the corresponding historical credit losses experienced within this
period. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

On that basis, the loss allowance as at 31 December 2020 was determined as follows for receivables
arising out of direct insurance arrangements and reinsurance arrangements as follows;

31 December 2020 2019
Direct insurance arrangements
Expected loss rate 5% 0.5%
Carrying amount (Frw’000) 960,152 346,856
Loss allowance 47,513 1,596
The closing loss allowances as at 31 December 2020 reconcile to the opening loss allowances as
follows;
2020 2019

Frw ‘000 Frw ‘000
Opening loss allowance as at 1 January 1,596 70,554
Increase in ECR on premium receivable recognized in profit or
loss during the year 45917 30,346
Wrrite off during the year - (99,304)
At 31 December 47,513 1,596
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)
b) Financial risk (continued)

ii) Credit risk (continued)

Reinsurance arrangements 2020 2019

Frw ‘000 Frw ‘000
Expected loss rate 0% 0%
Carrying amount (Frw’000) 1,831,542 1,458,860

Loss allowance - -

Receivables are written off when there is no reasonable expectation of recovery. Indicators that there is
no reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a
repayment plan with the Company, and a failure to make contractual payments for a period of greater
than 60 days past due.

Impairment losses are presented as net impairment losses within operating profit. Subsequent recoveries
of amounts previously written off are credited against the same line item.

Receivables for which an impairment provision was recognized were written off against the provision
when there was no expectation of recovering additional cash

All of the entity’s debt investments at amortized cost are considered to have low credit risk, and the loss
allowance recognized during the period was therefore limited to 6 months expected losses. Management
consider ‘low credit risk’ for government bonds to be an investment grade credit rating with at least one
major rating agency. Other instruments are considered to be low credit risk when they have a low risk of
default and the issuer has a strong capacity to meet its contractual cash flow obligations in the near term.

Deposits with financial institutions, cash at bank, government securities

Deposits with financial institutions, cash at bank and government securities are considered to have
low credit risk, and the loss allowance recognised during the period was therefore limited to 12
months’ expected losses. Management consider ‘low credit risk’ for these financial assets as they
have a low risk of default and the issuer has a strong capacity to meet its contractual cash flow
obligations in the near term. The loss rate assigned to these has been determined to be 0.17% for
deposits with financial institutions and cash at bank which is the probability of default assigned to a
B+ investment grade by Standard & Poors Rating Agency. The loss rate assigned to government
securities has been determined to be 0.57% which is the probability of default assigned to a B+
sovereign grade by Standard & Poors Rating Agency.

The reconciliation of the loss allowance for deposits with financial institutions and government
securities at amortised cost is disclosed under note 19 and note 20 respectively. The identified
impairment loss on cash at bank and other assets was immaterial.
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)

b) Financial risk (continued)

ili) Liquidity risk

Liquidity risk is the risk that the Company is unable to meet its payment obligations associated with its

financial liabilities as they fall due and to replace funds when they are withdrawn.

The company is exposed to daily calls on its available cash resources for claims settlement and other
administration expenses. The Company does not maintain cash resources to meet all of these needs as
experience shows that a minimum level of reinvestment of maturing funds can be predicted with a high
level of certainty. The Company manages liquidity risk by continuously reviewing forecasts and actual
cash flows and maintaining banking facilities to cover any shortfalls.

The table below presents the cash flows payable by the Company under financial liabilities by remaining
contractual maturities (other than insurance contract liabilities which are based on expected maturities) at

the financial reporting date:

At 31 December 2020

Creditors arising from
reinsurance arrangements
Lease liabilities

Income tax payable

Other payables

At 31 December 2019

Creditors arising from
reinsurance arrangements
Lease liabilities

Income tax payable

Other payables

Upto1 1-3 3-12 months 1-5 years Total
month months

- - 165,544 - 165,544

- - 199,900 - 199,900

172,479 - - - 172,479

- 312,226 899,950 - 1,212,176

172,479 312,227 1,265,394 - 1,750,099

Upto1 1-3 3-12 months 1-5 years Total
month months

- - 910,695 - 910,695

- - 222,562 - 222,562

113,571 - - - 113,571

- 595,243 - - 595,243

113,571 595,243 1,133,257 - 1,842,071
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)
b) Financial risk (continued)

iii) Liquidity risk (continued)

Capital management

The Company’s objectives when managing capital, which is a broader concept than the ‘equity’ on the
Statement of financial position are:

e to comply with the capital requirements as set out in the Insurance Regulations;
e to comply with regulatory solvency requirements as set out in the Insurance Regulations;
o to safeguard the Company’s ability to continue as a going concern, so that it can continue to
provide returns to shareholders and benefits for other stakeholders; and
e To provide an adequate return to shareholders by pricing insurance and investment contracts
commensurately with the level of risk.
The Insurance Law (Law No. 05/2009 of 29/07/2009 on licensing and other requirements for carrying
insurance business in Rwanda) requires separation of the life and non-life insurance businesses into
separate companies and each of the companies to hold a minimum level of paid up capital of Frw 1
billion. However, the capital requirement will be Frw 3 Billion starting from January 2022

Non-life insurance businesses are required to maintain a solvency margin (admitted assets less admitted
liabilities) equivalent to the higher of Frw 500 million or 20% of the net premium income during the
preceding financial year.

The capital and regulatory solvency thresholds were effective from July 2011 and the company was
therefore required to comply with them for the period ended 31 December 2020. During the year the
Company held the minimum capital required to meet the solvency margins.

During the year end, the Company held the minimum capital required to meet the solvency margins. The
Company’s paid-up capital at the end of December 2020 is presented on note 25.

2020 2019

Frw 000 Frw 000

(i Admitted assets 12,169,333 10,443,432
(i)  Admitted liabilities 9,050,240 8,002,204
Solvency margin 3,119,093 2,441,228
Required solvency margin 1,150,831 1,027,558
Surplus/Deficiency 1,968,262 1,413,670
Solvency coverage ratio 271% 237.6%
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)

b) Financial risk (continued)

iif) Liquidity risk (continued)

Capital management (continued)

Fair value estimation

The valuation hierarchy, and types of instruments classified into each level within that hierarchy, is

set out below:

Level 1

Level 2

Level 3

Fair value determined
using:

Unadjusted quoted

prices in active market
for identical assets and

liabilities

Valuation model
with directly or
indirectly market
observable inputs

Valuation models using
significant non-market
observable inputs

Types of financial assets:

Actively traded

government and other

agency securities

Corporate and
other
governments and
loans

Highly structured OTC
derivatives with
unobservable
parameters

Types of financial
liabilities:

Listed equities

Unlisted equities

Highly structured OTC
derivatives with
unobservable
parameters

Listed derivative
instruments

Over-the-counter
derivatives

Valuation methods and assumptions

Reinsurance assets, insurance receivables, other receivables, deferred acquisition cost, due from
related parties, insurance contract liabilities, trade and other payables, due to related parties,
approximate their carrying value amounts due to the short-term maturities of these instruments.

The following tables provide the fair value measurement hierarchy of the company's assets and
liabilities. The tables below include items that have recurring fair value measurements (i.e.
financial assets at FVOCI or FVPL). The fair value measurement also shows the fair value

measurement of financial assets at amortised cost:
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

4 Management of insurance and financial risks (continued)
b) Financial risk (continued)

iii) Liquidity risk (continued)

Capital management (continued)

Fair value estimation (continued)

31-Dec-20 FRW ‘000 FRW ‘000
Cash and bank balances 1,079,424 1,079,424
Deposits 4,476,240 4,476,240
Receivable arising out of
direct insurance 912,639 912,639
Other assets 351,223 351,223
Creditors arising from
reinsurance arrangements 165,544 165,544
Other payables 1,212,176 1,212,176

Garrying Fair value
amount

31-Dec-19 FRW ‘000 FRW ‘000
Cash and bank balances 1,750,656 1,750,656
Deposits at amortised cost 4,429,420 4,429,420
Investment in Securities at 3,308,108 3,308,108
amortised
Receivable arising out of 345,260 345,260
direct insurance
Other assets 370,668 370,668
Creditors arising from 910,695 910,695
reinsurance arrangements
Other payables 546,596

FRW ‘000

1,079,424
4,476,240

912,639
351,223

165,544
1,212,176

FRW ‘000

Quoted prices Significant
in active observable
market inputs

Level 1 Level 2

FRW ‘000 FRW ‘000

1,750,656
4,429,420
3,308,108

345,260

370,668
910,695

595,243

For all other financial assets and liabilities, their carrying value approximates the fair value.
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

5(a)

5(b)

5(c)

Gross written premiums

Fire

Motor
Marine / transport
Travel
Accident
Liability
Engineering
Bonds
Money
Terrorism
Total

Change in unearned premium

Change in unearned premium
Reinsurance share of UPR

Change in unearned premium

Premiums ceded to reinsurers/Coinsurers

Reinsurers

Fire

Motor

Marine / Transport

Accident
Liability
Engineering
Bonds

Sub total

Dec-20 Dec-19
Frw’000 Frw’000
588,445 563,843
7,479,098 5,972,699
42,527 16,915
1,479 6,145
93,990 80,399
102,234 230,534
521,215 224241
227,234 175,392
92,943 -
4,151 -
9,153,316 7,270,168
Dec-20 Dec-19
Frw'000 Frw'000
(843,461) 516,683
121,132 (152,174)
(722,329) 364,509

Dec-20 Dec-19
Frw’000 Frw'000
223,097 235,349
652,790 906,192

22,723 11,125

52,685 13,018
58,910 50,612
401,322 71,814
64,534 61,468
1,476,062 1,349,578

oyl Bwanda Limited
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

5(c)

5(c)

Premiums ceded to reinsurers/Coinsurers
(continued)

Coinsurance cession
Coinsurers

Fire

Motor

Marine / Transport
Accident
Engineering
Liability

Terrorism
COMESA

Sub total

Total premium ceded

Premiums ceded per reinsurer/Coinsurers

Zep Re

Africa Reinsurance Co
CICARE
Kenya RE
Coinsurers
Apex
SANLAM
MUA
Phoenix
Prime
Saham
Britam
Mayfair
Radiant
Sonarwa
Mapfre

Dec-20 Dec-19
Frw’000 Frw'000

0

3,734 -

150,000 148,959
4,102 -

5,090 7,321

- 4,361

- 3,868
1,350 =

6,898 1,737

171,174 166,246

1,647,235 1,515,824

2020 2019

Ratings Frw’000 Frw’000

AM Best

B++ 1,180,849 1,068,515

AM Best A 295,212 267,129

AM Best

BB+ 6,707
9,192 -

53,734 -

50,000

50,000 50,000

50,000 66,246

8,248 -

7,227

1,647,235 1,515,824
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

6 Commissions earned

From reinsurers
Fire

Marine / Transport
Accident

Liability
Engineering
Bonds

From Coinsurers
Fire

Marine / Transport
Accident
Terrorism

Liability
Engineering

Dec-20 Dec-19
Frw’000 Frw’000
73,145 38,835
8,084 1,047
24,225 3,673
14,331 7,987
119,871 71,336
19,360 6,782
259,016 129,661
933 -
1,003 -
1,273 2,196
338 -

- 967

- 1,308

3,546 4,472
262,563 134,132
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

7 Claims and policyholder benefits Dec-20 Dec-19
Frw’000 Frw’000
Fire 36,815 14,262
Motor 3,177,682 2,373,421
Engineering 8,778 290,355
Bonds 3,484 10,168
Transport 418 36,969
Accident 5,853 448
Liability 18,058 8,703
Third party responsibility in claims (139,219) (127,530)
Coinsurance share in paid and payable claims (140,010) (30,056)
Change in claims outstanding provision 552,438 1,034,012
Change in Incurred but not Reported claims (IBNR) 86,409 225,492
Change in unexpired risk reserve 3,562
Claims and policyholder benefits 3,614,267 3,836,244
Reinsurer's share in paid claims (583,138) (524,636)
Reinsurer's share in outstanding claims (61,214) (984,290)
Reinsurer's share in IBNR 12,705 96,640
Reinsurer's share in paid and payable claims (631,648) (1,412,286)
2,982,619 2,423,958
8 Commission expenses Dec-20 Dec-19
Frw’000 Frw’000
Commission-brokers 346,198 209,113
Commission- agents 165,853 143,313
512,051 352,426
9 Investment income Dec-20 Dec-19
Frw’000 Frw’000
Interest from bank deposits 336,451 493,119
Interest from Treasury Bonds 426,015 146,395
Interest from Corporate Bonds 107,129 -
Interest from Commercial Papers 24,699 24,615
Interest from remunerated accounts 17,869 -
912,164 664,129
10 Other income Dec-20 Dec-19
Frw’000 Frw’000
Sale of scraps (salvage) 6,603 3,416
Non/Insurance certificates policy fees 60,548 109,025
Bad debt impairment written off - 74,555
Other income 8,865 -

186,996
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

11 Operating and other expenses Dec-20 Dec-19
Frw’000 Frw’000
Salaries and other Employee benefits (Note 12) 1,182,569 949,893
Fuel and oil expense 9,100 9,140
Archive rent expense 1,240 -
Water and electricity 3,180 10,541
Stationery expenses 15,355 15,786
Local transport (staff, directors) 2,403 6,926
Transport abroad (staff, directors) 1,519 -
Mission abroad fees 2,649 13,284
Repair and Maintenance services 7,072 8,575
IT consumables 9,411 14,213
Cleaning services 6,782 4,823

Consultancy services 32,505
External auditor's fees 20,996 19,455
External lawyer's fees and Legal fees 500 5,457
Actuarial charges 3,378 -
Supervision fees 36,851 -
IT consultancy services 28,784 6,115
Communication fees 14,610 7,633
Mail and post 4,024 -
Internet expenses 20,059 12,442
Marketing expenses 56,724 26,832
Advertisement expenses 3,463 -
Insurance fees 14,884 48 501
Car parking fees 480 480
Accommodation expenses 2,923 -
Other tax expenses 125,248 495
Contribution for adherence 8,615 39,715
Training fees 4,896 2,692
Bank charges and commissions 11,893 20,723
Foreign exchange loss 115 -
Board sitting allowances 42,533 27,625
Refreshments and reception 10,236 9,889
Other expenses - 7,087
Local government taxes expenses 250 -
Lease finance cost 39,663 41,960
Depreciations expenses 92,956 143,490
Provisions for bad debt - 30,346
Provisions for assets impairments 178,066 -
Other technical expenses I 11,097 . 27,901
Factor expenses O —— S | - 194,506
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

12

13

14

Employee benefits expense

Basic salary

Transport Allowance
Housing Allowance

RSSB pension Contributions
Maternity leave
Complementary pension

Current Income tax expense

Current income tax charge
Deferred income tax credit (note 29)

Dec-20 Dec-19
Frw’000 Frw’000
680,514 550,635
157,159 128,222
244,329 195,947
52,510 47,031
2,479 2,286
45,577 25,772
1,182,569 949,893
Dec-20 Dec-19
Frw’000 Frw’000
797,413 568,106
797,413 568,106

The income tax expense on the Company’s profit before income tax differs from the theoretical
amount that would arise using the statutory income tax rate as follows:

Profit before income tax

Tax calculated at the statutory income tax rate of 30%
(2020 - 30%)

Tax effect of:

Expenses not deductible for tax purposes

Deferred income tax asset not recognised

Recognised deferred income tax asset from prior year
Prior year understatement on deferred income tax asset
Income tax expense

Receivables arising out of direct insurance
arrangements

Premium debtors

Premium debtors-Direct

Premium debtors-Agency

Premium debtors-Broker

Expected credit loss on premium debtors

i
it

-~ L
Pwl R

wanda Limited 1|

"]

2020 -
SRR 1,886,183
757,139 565,855
125,248 ko8
9.472
797,413 568,106
Dec-20 2019
474,451 187,302
61,676 17.343
424,025 142211
AiEa 345,260
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

Movements in the provision for impairment of receivables arising out of direct insurance
arrangements are as follows:

At start of year (1,596) (70,554)
Charge for the year (45,917) (1,596)
Bad debt written off recovery - 70,554
At end of year 47,513 (1,596)
15 Reinsurer’s share of insurance liabilities Dec-20 Dec-19
Frw’000 Frw’000

Reinsurer share of:
Unearned premiums 779,946 610,646
Notified/outstanding claims 742,591 681,622
Incurred but not reported claims 108,991 115,410
1,631,528 1,407,378

16 Receivables arising out of coinsurance & subrogation

arrangements Dec-20 Dec-19
Frw’000 Frw’000

Subrogation assets 0
Coinsurance control account 73,486 -
MUA Insurance 2,980 2,980
Sonarwa 63,494 35,662
Saham 670 670
Britam 1,470 -
Special Guarantee Fund (SFG) 19,876 10,865
Prime insurance 807 295
Sanlam insurance 56,709 1,010
Radiant insurance 35,030 -
254,523 51,482

17 Deferred acquisition costs Dec-20 Dec-19
Frw’'000 Frw’000

At start of year 157,721 126,234
Increase/ decrease in acquisition costs 117,878 31,487
At 31 December 2020 275,599 157,721
18 Other receivables Dec-20 Dec-19
Frw’000 Frw’000

VAT Recoverable 295,940 316,049
Bank guarantee receivables 40,991 39,377
Prepaid agency fee - 950
Other debtors 6,907 14,292
BK Staff pension Fund 5,560 -
RSSB Maternity leave receivable 1,825 -
351,223 370,668
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

19(a)

19(b)

Deposits with financial institutions Dec-20 Dec-19
Frw’000 Frw’000
Bank of Kigali 800,000 500,000
Cogebanque 500,000 700,000
| & M Bank 500,000 500,000
Commercial Bank of Africa 500,000 850,000
Equity Bank Rwanda 1,700,000 1,100,000
Unguka Bank 300,000 -
BPR - 500,000
Total term deposits 4,300,000 4,150,000
Add: Interest receivable 197,592 287,088
Less: Expected credit losses (21,352) (7,668)
Carrying amount 4,476,240 4,429,420
Investments in securities Dec-20 Dec-19
Frw’000 Frw’000
Treasury bonds (National Bank of Rwanda) 4,515,292 2,884,100
Add: interest receivable 137,677 135,998
Less: expected credit losses (26,522) (13,940)
4,626,347 3,006,158
Corporate bond (Crystal Ventures Limited) 1,000,000 -
Add interest receivable 105,479 -
Less: expected credit losses (18,240) -
1,087,239 -
Commercial paper (Horizon Group Limited) 278,000 278,000
Less: interest received in advance (5,881) 24 464
Less: expected credit losses (5,551) (514)
266,568 301,950
Total securities 5,980,154 3,308,108
Of which are
Treasury bonds
Current 137,577 135,998
Noncurrent 4,515,292 2,884,100
4,652,869 3,020,098
Corporate bond
Current 105,479 -
Noncurrent 1,000,000 =
1,105,479
Commercial paper
Current e —— _\ 272,119 302,464
e ]
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

20 Cash and bank balances

21

Bank balances under current accounts
Less: Excess credit loss

Insurance contract liabilities

Claims reported and loss adjustment expenses
Claims incurred but not reported (IBNR)
Provision for unearned premium

Provision for unexpired risk reserve

Total gross insurance contract liabilities

Reinsurance share of Reserves

Claims reported and loss adjustment expenses
Claims incurred but not reported (IBNR)
Provision for unearned premium

Unexpired risk provision

Total reinsurers' share of insurance contract liabilities

Net

Claims reported and loss adjustment expenses
Claims incurred but not reported (IBNR)
Provision for unearned premium

Unexpired risk provision

Total net insurance contract liabilities

Dec-20 Dec-19
Frw’000 Frw’000
1,083,205 1,753,637
(3.781) (2,981)
1,079,424 1,750,656
Dec-20 Dec-19
Frw’000 Frw’000
2,241,404 1,682,576
408,603 322,195
3,983,827 3,148,072
3,562 -
6,637,396 5,152,843
779,946 681,622
108,991 115,110
742,591 610,646
1,631,528 1,407,378
1,498,812 1,000,954
299,612 207,085
3,203,881 2,537,426
3,562 -
5,005,867 3,745,465

|
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

21

22

Insurance contract liabilities (continued)

Claims development schedule
Gross claims
Accident year

At end of claim year
One year later

Two years later
Three years later

Gross claims incurred
Gross IBNR
Ultimate gross claims projected

Net claims
Accident year

At end of claim year
One year later

Two years later
Three years later

Gross claims incurred

Gross IBNR
Ultimate net claims projected

Unearned premiums reserve

2017
Frw’000

1,640,113
14,168
5,500
2,000
1,661,781

1,661,781

2017
Frw’000

1,202,626
10,389

4,033
1,467

1,218,514

1,218,514

2018 2019
Frw’000 Frw’000

1,713,315 2,983,837
50,698 116,463

1,764,013 3,100,300
3,388 134,850
1,767,401 3,235,151

2018 2019
Frw’000 Frw’000

1,256,302 2,187,922
37,175 85,397

1,293,476 2,273,320
2,484 98,880
1,295,961 2,372,200

2020
Frw'000

3,678,940

3,678,940
270,365
3,949,305

2020
Frw’000

2,697,612

2,697,612
198,247
2,895,859

Unearned Premium Reserves (UPR) represents the liability for short term business contracts where the
Company's obligations are not expired at the year end. Movements in the reserve are shown below:

At start of year:
Increase/(decrease) in the year

2020
Gross Reinsurance Net
Frw’000 Frw’000 Frw’000
3,148,072 610,646 2,537,426
835,755 169,300 666,455
3,983,827 779,946 3,203,881

¥
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

22 Unearned premiums reserve (continued)

2019
Gross Reinsurance Net
Frw’00 Frw’000 Frw’000
At start of year: 2,549,477 372,812 2,176,665
Increase/(decrease) in the year 598,594 237,834 360,760
3,148,072 610,646 2,537,426

UPR was computed based on Regulation N°05/2009 of 29/07/2009 on licensing requirements and
other requirements for carrying out insurance business in Rwanda using 365" method.

The Company uses the chain ladder techniques to estimate the ultimate cost of claims and the IBNR.
Chain ladder techniques are used as they are an appropriate technique for mature classes of business
that have a relatively stable development pattern. This involves the analysis of historical claims
development factors and the selection of estimated development factors based on this historical pattern.

23 Creditors arising from reinsurance & subrogation

arrangements Dec-20 Dec-19

Frw’000 Frw’000
ZEP-RE 130,234 652,407
Africa-RE 32,558 119,040
Kenya-RE - 5,030
MAPFRE - 5,059
Coinsurers payables - 129,159
SONARWA-COMESA 2,191 -
UAP INSURANCE 561 -

165,544 910,695

Pwl Rwanda Limited ||
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

24 Other payables Dec-20 Dec-19
Frw’000 Frw’000

Other payables 546,596
Supplier's control account 1,225 -
Technical service providers 19,251 -
Commissions payable-Agents 8,203 -
Commissions payable-Brokers 477,674 -
Staff or employees accounts 135,772 -
PAYE 47,644 -
15% Withholding tax payable 2,567 -
30% wop on sitting allowances 557 -
RSSB payables 25,737 -
Maternity leave payable 487 -
Special guarantee fund dues 292 -
BRD student loan recovery 207 -
Community based health insurance (Mutuelle) 254 -
Complementary pension scheme 29,433 -
Self-commitment deduction (rpf) 1,967 -
Staff social assistance fund 1,285 -
Other creditors 422,275 -
Suspense account 37,346 -
Total 1,212,176 546,596
25 Current income tax Dec-20 Dec-19
Frw’000 Frw’000

Profit for the year 2,532,796 1,886,183
Add back other tax expenses 125,248 7,503
Taxable profit for the year 2,658,043 1,893,686
Adjusted current income tax 797,413 568,106
Income tax for the period 797,413 568,106
Income tax payments during the year 615,462 454,536
Current income tax payable 172,479 113,571

ORIGINAL DOCUMENT

l
w& ________________ I

TIFIED TRUE COPY H
|

|
‘\
3'.:1__\‘5.‘:‘ .'T;I'-.‘_’afl'Eda Lirﬂ ad l

|
|
|
l
l
|
—_—]

52




BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

26 Share capital % Holding Dec-20
Frw’000

BK Group 70% 2,000,000
SWAN Group 30% 857,143
2,857,143

Number of Ordinary

shares shares

Frw'000

At 1 January 2019, 2,857,143 2,857,143
1 January 2020 2,857,143 2,857,143
At 31 December 2020 2,857,143 2,857,143

The total number of authorised shares is 9,177,614 with a par value of FRW 1,000 per share

27 PPE
IT equipment Motor  Furniture & Total
vehicle fittings
Frw’000 Frw’000 Frw’000 Frw’000
Cost:
At 1 January 2020 88,525 139,017 9,745 237,287
Additions 19,770 90,763 6,671 117,204
At 31 December 108,295 229,780 16,416 354,491
Acc. depreciation:
At 1 January 2020 93,848 74,064 4,350 172,262
Charge for the year 8,711 34,950 2,996 48,657
At 31 December 102,559 109,014 7,346 218,919
Net Book Value 5,736 120,766 9,070 135,672
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BK GENERAL INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

IT equipment  Motor vehicle Furniture & Total
fittings
Frw’000 Frw’000 Frw’000 Frw’000
Cost:
At 1 January 2019 72,675 96,441 ' 5,356 174,472
Additions 15,850 42,576 4,389 62,815
At 31 December 88,525 139,017 9,745 237,287
Acc. depreciation:
At 1 January 2019 47,382 48,770 1,390 97,542
Charge for the year 20,915 26,384 2,588 49,887
At 31 December 68,297 75,154 3,978 147,429
Net Book Value 20,228 63,863 5,767 45,693
28. Intangible assets
Cost: Dec-20 Dec-19
Frw’000 Frw’000
At 1 January 210,094 148,189
Additions 25,562 61,905
At 31 December 236,656 210,094
Accumulated depreciation: 64,168 -
At 1 January
Charge for the year 11,783 40,471
Net book value at end of the year 159,705 169,623
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

29 Leases
(i) Amounts recognised in the statement of financial position

Right of use assets: Buildings

Cost:

At 1 January

Additions

At 31 December
Accumulated depreciation:
At 1 January

Charge for the year

At 31 December

Net book value

Lease liabilities

At 1 January
Additions
Repayments

At 31 December

Of which are

Current
Non current
At 31 December

2020 2019
Frw’000 Frw’000
207,028 241,517
43114 -
250,142 241,517
43,115 -
34,515 34,489
67,630 34,489
172,512 207,028
2020 2019
Frw’000 Frw’000
222,562 283,476
22,662 60,914
199,900 222,562
2020 2019
Frw’000 Frw’000
22,662 22,662
177,238 199,900
199,900 222,562

During the year, there were additions to the right of use assets were Frw 43,114 (2019: Frw NIL).
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

29 Leases (continued)

30

(ii) Amounts recognised in the statement of comprehensive income

2020

Frw’000

Depreciation of right of use assets 34,515
Finance costs 39,663

Expense related to leases of low value assets that are not shown
above as short term leases (included in administrative expenses)
Expense relating to variable lease payments not included in lease
liabilities (included in administrative expenses)

Deferred income tax

2019
Frw’000

34,489
41,960

Deferred income tax is calculated using the enacted income tax rate of 30% (2019:30%). The movement

on the deferred income tax account is as follows:

1 January Credit to 3
2019 SOCI December 2019
Frw’000 Frw’000 Frw’000
Deferred income tax liabilities
Property and equipment: 30,696 (21,224) 9,472
Deferred income tax assets:
Tax Provision - - -
Deferred income tax asset not recognised % = -
Deferred income tax
1 January Credit to ol
December
2020 SOCI 2020
Frw’000 Frw’000 Frw’000

Deferred income tax liabilities
Property and equipment: w -

Deferred income tax assets:
Tax Provision - -

Deferred income tax asset not recognised " “
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

3

Related party transactions

The Company is controlled by BK Group PLC incorporated in Rwanda. There are other companies
that are related to BK General Insurance Company Limited through common shareholdings or

common directorships.

The following transactions were carried out with related parties:

a) Directors remuneration

Directors’ fees

b) Key management remuneration
Salaries
Other benefits

c) Insurance premiums
Bank of Kigali Plc

BK Techouse Limited
BK Capital Limited

d) Payment of claims
Bank of Kigali Plc

BK Techouse Limited
BK Capital Limited

e) Outstanding balances with related parties

Amounts receivable from the related parties
Amount payable to related parties

f) Deposit with related parties
Bank of Kigali Plc

=n TRUE CCPY
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2020 2019
Frw’000 Frw’000
42,533 27,625
354,623 216,118
354,523 216,118
271,092 265,181
3,644 4,748
2,578 5,156
277,314 275,085
7,382 12,444

322 326

7,704 12,770
2020 2019
Frw’000 Frw’000
1,260,064 1,844,361
1,260,064 1,844,361
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BK GENERAL INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

31 Related party transactions (continued)

Interest Income with related party

Bank of Kigali Plc

f) Factoring of Invoices with Bank of Kigali Plc

2020 2019
Frw’000 Frw'000
43,372 26,121
43,372 26,121

The company entered into a factoring with no recourse agreement with the Bank of Kigali PLC in
order to solve the issue of long outstanding receivable especially from public institutions. The cost of

factoring of the invoices is agreed at 5% flat fee applicable on any paid invoice. There were no
factoring transactions during the year ended December 31, 2020. (2019: Frw 194 million).

32 Contingent liabilities

In common with the insurance industry, the company is subject to litigation arising in the normal
course of insurance business. No provision has been made in these financial statements as all
pending litigations at the year-end were related to claims outstanding which have been provided for
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