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Independent auditor's review report to the directors of
Hannover Riick SE in respect of its Bahrain Branch

introduction

We have reviewed the accompanying condensed interim statement of financial position of
Hannover Rueck SE, Bahrain Branch (the "Branch") as at 30 June 2023 and the related
condensed interim statement of profit or loss and other comprehensive income and cash flows
for the six month period then ended and explanatory notes. Management is responsible for the
preparation and presentation of this condensed interim financial information in accordance with
International Accounting Standard 34, ‘Interim Financial Reporting’ (*IAS 34"} as issued by the
International Accounting Standards Board ("IASB"). Our responsibility is to express a conclusion
on this condensed interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of interim financial information performed by the independent auditor of the
enlity”. A review of condensed interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted In
accordance with International Standards on Audiling and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our aftention that causes us to believe that the
accompanying condensed interim financial information is not prepared, in all material respects,
in accordance with IAS 34.

John Molloy

Partner's registration number: 255
PricewaterhouseCoopers M.E Limited
Manama, Kingdom of Bahrain

28 September 2023

PricewaterhouseCoopers M.E Limited. Office no, 4701 Building no. 1459, Road no. 4626
Block no. 346 P.O Box 60771 Manama/Sea Front. Kingdom of Bahrain, Floor 47, West Tower,
Bahram Financial Harbour, T +973 17 118800, F: +973 17 540556, www.pwc.com/me. CR no. 47378



Hannover Rueck SE, Bahrain Branch
Condensed interim statement of financial position
as at 30 June 2023

Bahraini Dinars

Note
ASSETS
Cash and bank balances 5
Statutory deposit
Investments 6

Retrocessionnaires' share of reinsurance contract liabilit: 7

Prepayments, equipment and other assets
Total assets

HEAD OFFICE FUNDS AND LIABILITIES

LIABILITIES

Reinsurance contract liabilities 7
Other payables

Total liabilities

HEAD OFFICE FUNDS 8

Total head office funds and liabilities

Management approved the condensed interim financial information consisting of pages 3 to 27 on 28

September 2023

e e Digitally signed by
Brock Olaf
Date: 2023.09.28

09.05.03 +02'00"

Olaf Brock
Managing Director Group Finance

30 June 31 December 1 January
2023 2022 2022

(reviewed) (unaudited {unaudited

restated) restated)
8,314,254 6,320,955 8,228,429
172,293 169,753 166,546
122,702 511 112,690,209 107,254,248
15,867,388 25,529,242 34,492 494
248,493 309,196 209,330
147,305,939 145,019,355 150,351,047
121,739,008 126,058,004 143,415,378
10,146,358 5,809,099 3,107,304
131,885,366 131,867,103 146,522 682
15,420,573 13,152,252 3,828,365
147,305,939 145,019,355 150,351,047




Hannover Rueck SE, Bahrain Branch
Condensed interim statement of profit or loss and comprehensive income
For the six-month period ended 30 June 2023

Bahraini Dinars

Note

INCOME

Reinsurance revenue 7
Reinsurance service expense 7
Reinsurance service result

Net expense from reinsurance contracts retroceded 7
Net reinsurance service result

Foreign exchange gains
Net Investment and other income
Income from investment

Finance expenses from reinsurance contracts issued 7
Finance income from reinsurance contracts retroceded 7
Net reinsurance financial result

Other income

Other operating expenses
Other income / expenses
Income for the period

Other comprehensive income / (loss)

Items that will be reclassified to profit or loss:

Changes on remeasurement of investments measured at FVOCI

Transfers for recognition of loss on disposal of investments
measured at FVOCI

Finance income from reinsurance contracts 7
Finance expenses from reinsurance contracts retroceded
Movement in insurance fianance reserve 8
Total other comprehensive income / (loss) for the period

-~

Total comprehensive income for the period

Management approved the condensed interim financial information consisting of pages 3to 27 on 28

September 2023.

Hanncve Fuck SE

Digitally signed

by Brock Olaf

Date: 2023.09.28
pomtbroe 4ty 09:38:50 +02'00'
Olaf Brock
Managing Director Group Finance

30 June 30 June
2023 2022
(reviewed) {unaudited
restated)
23,358,264 22,650,238
{16,683,751) (19.841,376)
6,674,513 2,808,862
(5,730,520) (615,068)
943,993 2,193,794
124,480 447 046
1,386,227 879,040
1,510,707 1,326,086
(1,541,579} (867,262)
289,348 346,389
{1,262,231) {520,873}
151,270 726
(38,508) (15,135)
112,762 (14,409)
1,315,231 2,984,598
314,826 (6.840,231)
121,466 36,030
436,292 {6,804,201)
(553,279) 6,498,435
385,644 (1.083,579)
(167,635) 5,414,856
268,657 {1,389,345)
1,583,888 1,595,253




Hannover Rueck SE, Bahrain Branch
Condensed interim statement of cash flows
For the six-month period ended 30 June 2023

Bahraini Dinars

OPERATING ACTIVITIES
Income for the period

Adjustments for:
Net investment and other income
Depreciation

Changes in operating assets and liabilities:

- in Reinsurance contract liabilities

- in prepayments, equipment and other assets

- in Retrocessionnaires' share of reinsurance contract liabilities
- in other payables

Net cash generated from operating activities

INVESTING ACTIVITIES

Purchase of investments

Proceeds from disposal of investments
Interest received

Foreign exchange movement on investment
Net cash used in investing activities

FINANCING ACTIVITIES

Moavement in head office account
Net cash generated from financing activities

Net increase / {(decrease} in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at the end of the period

Note

30 June 30 June
2023 2022
{reviewed) (unaudited
restated)
1,315,231 2,984,598
(1,386,227) (879,040)
7.064 6,350
(63,932) 2,111,908
9,661,854 2,064,874
50,008 (525,857)
(4,318,996) (2.227.913)
4,337,259 (111,168)
9,666,283 1,311,844

(22,731,458)

(17,047,747}

13,086,251 11,384,679
1135426 || 1,001,328
152,365 20,036
(8,357,416) {4,641,704)
684,432 182,363
684,432 182,363
1,993,299 (3,147,497)
6,320,955 8,228,429
8,314,254 5,080,932

The notes on pages 6 to 27 are an integral part of this condensed interim financial information




Hannover Rueck SE, Bahrain Branch

Notes to the condensed interim financial information
For the six-month period ended 30 June 2023 Bahraini Dinars

1

a)

STATUS AND OPERATIONS

Hannover Rueck SE, Bahrain Branch (“the Branch”™) is a Branch of Hannover Riick SE (Hannover Re)} (the
“Head Office") incorporated in Hannover, Germany. The Branch is registered with commercial registration
number 65990 in the Kingdom of Babrain as a Foreign Branch on 22 July 2007 with the Ministry of Industry,
Commerce & Tourism and is regulated by the Central Bank of Bahrain, the regulalor. The Branch commenced
ils operations on 1 January 2008.

BASIS OF PREPARATION

The condensed interim financial information has been prepared in accordance with International Accounting
Standard 34 - Interim Financial Reporting, which permits the condensed interim financial information to be in
summarised form and do net include all of the information required for full annual financial statements. The
condensed interim financial information does not include all of the information required for the full annual
financial statements and should be read in conjunction with the audited financial statements of the Branch for
the year ended 31 December 2022 with the exception of the provisions of IFRS 17 and IFRS 9 described
below, which were applied for the first time, the accounting policies adopted in the period under review were
the same as those applied in the preceding annual financial statement. For more details of these other
accounting policies, refer to the Branch's annual financial statements for the previous year.

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES
Accounting standards applied for the first time

With effect from 1 January 2023, the Branch applied the accounting standards IFRS 17 "Insurance Contracts”
and IFRS 9 "Financial Instruments” for the first time. Both standards were initially apphed retrospectively in
observance of any oplions or transitional arrangements. The opening balance in consideration of the principles
of IFRS 17 and IFRS 9 was drawn up as at 1 January 2022.

IFRS 17 insurance contracts

IFRS 17 "Insurance Contracts" replaces the existing transitional arrangements of IFRS 4 and establishes a
comprehensive accounting framework for the recognition, measurement and disclosure of insurance
contracts. In addition, IFRS 17 requires extensive new disclosures in the notes. The standard is to be applied
to insurance contracts 1ssued (including reinsurance contracts issued), reinsurance contracts held ("insurance
contracts ceded”, retrocessions) as well as investment conlracts with discretionary participation features

The standard introduces three new measurement models, the basis being the "general measurement model”
{GMM)}. The "variable fee approach” (VFA) is a variant of the general measurement model for insurance
contracts with a direct surplus participation and is not applicable to reinsurance business. The "premium
allocation approach” (PAA) is a simplified method that can be used by insurers and reinsurers when cerfain
criteria are met. The Branch's portfolio contains both contracts that qualify for the premium allocation
approach and - predominantly - contracts for which the general measurement model is to be applied. For
operational reasons and in order to achieve consistent and comparable presentation and measurement within
the portfolio of insurance and reinsurance contracts, the Branch is applying the GMM to its entire business

The GMM measures receivables and payables from reinsurance business by the fulfiment value plus the
conltractual service margin.

The fulfiiment value constitutes the risk-adjusted present vaiue of the rights and obligations from a reinsurance
treaty and is comprised of the estimates of expected future cash flows, their discounting and an exphcit risk
adjustment for non-financial risks.

If the present value of the expected future cash mflows exceeds the present value of the expecled future cash
outflows plus the risk adjustment, an expected profit exists that is deferred within the contractual service
margin {CSM} and spread across the coverage period. Initial statement of financial position recognition of
contracts expected to be profitable thus has no effect on profit or loss.

However, for groups of contracts where the sum of the present value of expecled future cash outflows and the
risk adjustment exceeds the present value of the expected future cash inflows. we recognise the loss expected
at time of acquisition directly in profit or loss in the so-called "loss component”



Hannover Rueck SE, Bahrain Branch 7
Notes to the condensed interim financial information
For the six-month pariod ended 30 June 2023 Bahraini Dinars

3 ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (conhinued)

The Branch discounts all cash flows using currency-specific, risk-free yield curves that are adjusted to reflect
the respeclive characteristics of the cash flows and the liquidity of the underlying insurance contracts {"bottom
up approach”}.

The non-financial risk adjustment for a group of insurance contracts reflects the amount of compensation
needed to carry the uncertainty surrounding the amount and timing of the cash flows that arise out of non-
financial risks — such as the insurance risk ilself, the cost risk and in paricular the risk associated with
policyholder behaviour.

As a general principle, insurance contracts are grouped together and measured on an aggregated level. For
this purpose, we define as a first step portfolios containing contracts with similar risks that are managed
together. In a second step, we split these portfolios inlo groups of contracts according to profitability criteria
and annual cohorls. With regard to the profitability expected at the time of initial recognition. a distinction is
made between

« onerous contracts,
+ contracls where there is no significant probability of them becoming onerous in subsequent periods and
« the remaining contracts;

these are allocated to separate groups of contracts. Contracts issued within a calendar year are combined info
annual cohorts.

The standard must be applied retrospectively unless this is impracticable {IFRS 17.C3). In this case,
especially if an adequale data basis for full retrospective application is not available, it is possible to apply
either a madified retrospective approach or a fair value approach on the level of the group of contracts.

Using adequately robust information that is available without unreasonable effort, the modified retrospective
approach is intended to amive at an cverall result that approximates retrospective application. In connection
with application of the modified retrospective approach, the following main simplifications were ufilised:

» Contracts issued in intervals of more than one year were combined
« No distinction was made between purchased insurance portfolios and directly written business

« Use of a yield curve approximating the estimated yield curve for at least three years directly prior to the
date of transition to IFRS 17 that is based on the general approach used for calculating discount rates

+ Restatement of the non-financial risk adjustment as at 1 January 2022 by the amount of the release of the
non-financial risk adjustment expected prior to the transition date based on comparable contracts

s The other comprehensive income (OCI) for the technical reserves as at 1 January 2022 is determined as
the difference between the technical reserves discounted at the interest rate from the year of acquisition of
the contracts and at the cument rate on the closing date. Overall, the balance of the technical OCI
positions and the investment OCI positions produces the OCI from investments not used to cover
underwriting liabilities

Under the fair value approach, the contractual service margin of a group of contracts at the transition date is
established as the difference between the fair value of this group calculated according to IFRS 13 and the
corresponding fulfilment value calculated according to IFRS 17,

The Branch is applying each of the aforementioned transition arrangements, differentiated according to certain
groups of contracts. The Branch applied full retrospective appraoch for ife and health segment as at transition
date of 01 January 2022. Full retrospective approach is applied on transition to all property and causlaty
segment contracts issued on or after 1 January 2020. For certain groups of contracts issued prior to 2020, the
modified retrospective approach and the fair value approach were applied.

The application of IFRS 17 has a number of implications for the structure of the statement of financial
position. in additon to the changed technical items under the GMM, certain items that have been reported
separately under IFRS 4 are eliminated and recognised under the reinsurance liabilities in accordance with the
general model. This is the case, for example, with the defemred acquisition costs, the reinsurance recoverables
and funds withheld.



Hannover Rueck SE, Bahrain Branch 8
Notes to the condensed interim financial information
For the six-month period ended 30 June 2023 Bahraini Dinars

3

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued)

Furthermore, the standard fundamentally changes the statement of profit or loss and other comprehensive
income and differentiates between the underwriting result, which is composed of the insurance revenue and
insurance service expenses, and the insurance finance income and expenses.

Gross written premium is no longer disclosed. instead being replaced with reinsurance revenue that is defined
in such a way as to facilitate comparison with the revenue disclosures of other sectors. Insurance revenue is
instead reported when it is earned by recognising in each period the change in the liabilities for providing
coverage for which the nsurance entity receives compensation. including the pro rata recognition of the
contractual service margin in profit and loss. as well as the part of the premiums that covers acquisition costs.

Insurance finance income and expenses result from discounting effects and financial risks. In accordance with
the oplion granted by IFRS 17, they can either be recognised entirely as profit or loss in the statement of profit
or loss and other comprehensive income or in part directly in head office funds. This “OC1 option™ can be
exercised on the level of individual portfolios and is utilised by the Branch for a large part of its business.

Changes in assumptions about future cash flows that do not relate to interest rates or financial risks are not
recognised direclly in the statement of profit or loss and other comprehensive income but are instead booked
against the contractual service margin and hence spread across the remaining coverage period.

Recognition in profit or loss is only immediate in the case of those groups of insurance conlracts that are
expected to be loss-making. if this adjustment to the contractual service margin exceeds its carrying amount,
a loss component is established analogously to the initial recognition of groups of contracts that are expected
to be lossmaking and recognised directly in profit or loss. Conversely, it may happen that a contractual service
margin is established in the context of subsequent measurement of a group of contracts originally classified as
probably loss-making.

At the transition date of 1 January 2022, the initial application of IFRS 17 gave rise to the following changes in
the measurement of key items in the statement of financial position:

The amount of the technical labilities and assets changes due to the concepts enshrined in the standard
relating to the discounting of future cash flows, the establishment of the contractual service margin, loss
components and risk adjustment and other measurement differences compared to IFRS 4, including for
example the diverging definition of contract boundaries or the aferementioned grouping of contracts for
measurement purposes.

The Branch uses the concept of contract boundary to determine what cash flows should be considered in the
measurement of groups of insurance contracts. Cash flows are within the boundary of an insurance contract if
they arise from the rights and obligations that exist during the period in which the policyholder is obligated to
pay premiums or the Branch has a substantive obligation to provide the policyholder with insurance contract
services. Cash flows outside the insurance contracts boundary relate to future insurance contracts and are
recognised when those contracts meet the recognition critena.

Insurance acquisition cash flows are the costs that are related to acquiring the contract and that are directly
atiributable to a portfolic of insurance contracts. Directly attributable expenses are the costs that can be fully
or partially attributed to the fulfillment of the groups of insurance contracts. The Group allocates the
attributable costs based on a number of drivers. The Branch recognise insurance acquisition cash flows in the
LRC on initial recognition as a part of estimated cash outflows. Directly attributable costs fall under the
insurance service expense immediately. While the non-attributable costs are reported under other operating
expenses.

The retention, to the extent possible under IFRS 17, of the reserving approach untill now is adopted by the
Branch resulls in the recognition of a loss component for some groups of contracts at the time of initial
recognition, although this may even cut over time and lead to run-off profits.

Presentation changes in the interim statement of financial position are introduced by IFRS 17. The previously
reporied line items: accrued premiums receivable - deferred acquisition costs, insurance payable, unearned
premium reserve, loss reserves are presented together by portfolio on lines called insurance contract assets
and liabilities.



Hannover Rueck SE, Bahrain Branch 9
Notes to the condensed interim financial information
For the six-month period ended 30 June 2023 Bahraini Dinars

3

i

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued)

The previously reported line items refrocessionnaires’ share of unearned premium reserves,
retrocessionnaires’ share of loss reserves, retrocessionnaires' share of deferred aquisition costs are presented
together by portfolio on a single line called reinsurance contract assets or liabilities.

Presentation is driven by portfolios which are composed of groups of contracts covenng similar rigsks and
which are managed together. Porifclios of insurance and reinsurance contracts are presented separately
between: portfolios of insurance contracts that are assets, portfolios of reinsurance contracts that are assets,
portfolios of insurance contracts that are liabilities, and portfolios of reinsurance contracts that are liabilities.

The Branch has applied the transition provisions in IFRS 17 and has not disclosed the impact of the adoption
of IFRS 17 on each financial statement line item. The effects of adopting IFRS 17 on the condensed interim
financial informations at 1 January 2022 are presented in the statement of changes in equity (Note 8}

IFRS 9 Financial instruments

IFRS 9 "Financial Instruments” replaces IAS 39 “Financial Instruments Recognition and Measurement” and
contains new rules for classifying and measuring financial instruments, for recognition of impairment based on
a new, forward-looking modet of the expected losses and for the accounting of general hedge relationships.

Initial mandatory application of the standard was envisaged for annual reporting periods beginning on or after
1 January 2018. However, the IASB published “Amendments to IFRS 4: Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts” in September 2016 and "Amendments to IFRS 4: Extensicn of
the Temporary Exemption from Applying IFRS 9" in June 2020. These amendments extended the temporary
deferral of initial application of IFRS 9 "Financial Instruments” that had been granted to insurers and reinsurers
{"deferral approach™ until 1 January 2023, with the result that IFRS 9 and IFRS 17 are first applied by the
Branch at the same time

In order to be able to take advantage of the temporary deferral, it was necessary (o demonstrate that the

Branch's predominant activity is the issuance of insurance and reinsurance contracts within the scope of IFRS

4, The Branch reviewed the application requirements based on the financial statement as at 31 December

2015 with a positive outcome and decided to make use of the option of temporary deferral. Since the review of
the application reguirements there has been no change in business activity that would have necessitated a re-
evaluation of the predominant activity.

While the retrospective application of IFRS 17 provides for the presentation of comparative information for the
2022 financial year, this is nol the case with initial application of IFRS 9. By issuing "Amendment to IFRS 17
Insurance Confracts; Initial Application of IFRS 17 and {FRS 9 — Comparative Information” in December 2021,
the IASB therefore introduced a transition option relating to comparative information about financial assets that
is presented on initial application of IFRS 17.

This option is intended to help entities avoid temporary accounting mismatches between financial assets and
insurance contract liabilities in the 2022 comparative year, thereby improving the usefulness of comparative
information for users of financial statements.

1t allows for an overlay in the classification of financial assets in the comparative period that is presented on
initial application of IFRS 17 {"overlay approach"). This overlay makes it possible to classify all financial
assels, including those not connected with contracts within the scope of IFRS 17, on a case-by-case basis in
the comparative period in a way that correspends to how the entity expects to classify these assets on initial
application of IFRS 9.

The Branch applied this approach, including the provisions of IFRS 9 regarding impairment losses
censistently to all eligible financial instruments,
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Notes to the condensed interim financial information
For the six-month period ended 30 June 2023 Bahraini Dinars

3

b)

c)

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued]

The classification of financial instruments according to IFRS 9 is guided, on the one hand, by the cash flow
characteristics of the financial instruments and. on the other, by the business model used to manage the
financial instruments. On the basis of these two criteria, financial instruments are allocated to one of three
measurement categories, namely “"amortised cost' {business model "hold"), "fair value through cther
comprehensive income" (business model “hold and sell") or "fair value through profit or loss™ (business mode!
"trading")

In view of the nature of reinsurance business. the bulk of our portfolio of debt instruments is allocated to the
business model “hold and sell” accordingly the investments are classified as far value through cther
comprehensive income "FVOCI", except where debt instruments do not pass the SPP! ("solely payment of
principal and interest”) test due to their cash flow characteristics. These investments are classified as fair
value through profit or loss "FVPL"

Along with the changes descnbed in connection with initial application of IFRS 17 and IFRS 9, the following
amendments to exsting standards were apphcable for the first time in the reporting period. These
amendments did not have any significant implications for the financial statement

» Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of
Accounting Policies

+ Amendments to 1AS 8 Accounting Policies, Changes in Accounting Estimates and Errors: Definition of
Accounting Estimates

« Amendments to 1AS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

Standards or changes in standards that have not yet entered into force or are not yet applicable

The 1ASB has issued the following amendments to existing standards, application of which was not yet
mandatory in the reporting period. the Branch is refraining from early application of these amendments, which
are not expected to have any significant implications for the Group's net assets, financial position or results of
operations.

+« Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-
current

« Amendments to IAS 1 Presentation of Financial Statements: Non-current Liabilities with Covenants

+ Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures: Supplier
Finance Arrangements

« Amendments to IFRS 18 Leases: Lease Liability in a Sale and Leaseback

Summary of significant accounting policies

Supplementary to our explanatory remarks in the subsection "Accounting standards applied for the first time”,
we describe below the major accounting policies changed or newly infroduced as a consequence of initial
application of IFRS 17 and IFRS 9. For details of all other accounting policies refer to the annual financial
statements for the year ended 31 December 2022.

Classification of contracts

A contract is to be classified as a reinsurance contract issued or as a reinsurance contract held pursuant to
FRS 17 if a significant insurance nsk is thereby assurned or transferred. These contract types are treated
according to the same rules. irrespective of whether the contracts were issued, acquired in connection with a
merger or acquired as part of a transfer of contracts that do not constitute business operations. Contracts that
may take the legal form of an insurance contract but do not transfer any significant insurance risk are
classified as investment contracts. The recognition and measurement of such contracts follows the rules for
the recognition of financial instruments according to IFRS 9.
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3

i)

iil)

iv)

v)

vi)

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued)

General measurement model - initial measurement
On initial recognition the Branch measures a group of reinsurance contracts as the sum of
« the fulfiiment value, which is comprised of estimales of expected future cash flows. an adjustment that

reflects the time value of money and the associated financial risks as well as a risk adjustment for non-
financial risks, and

+ the contractual service margin (CSM).

In the recognition of the corresponding technical reserves a fundamental distinction is made between a pre-
claims phase (kability for remaming coverage; LRC) and a claims phase after occurrence of the insured event
{liability for ncurred claims; LIC).

Fulfilment value = cash flows

Components of the cash flows to be included are, among cthers, premium payments, payments to cedants,
costs for acquisition and management of the contracts as well as for settlement of incurred clams. In this
context, the cash flows included in the measurement model at each statement of financial position date always
constitute the Branch's current estimate and expectation in connection with the fulfilment of obligations.

Time value of money — discounting

The Branch discounts all cash flows with currency-specific, risk-free yield curves that are adjusted to reflect
the respective characteristics of the cash flows and the liquidity of the underlying insurance contracts (bottom-
up approach). The illiquidity premium used is based on risk-adjusted spreads of corporate and govemment
bonds. These adjusiments, which take the form of a supplementary illiquidity premium per currency, satisfy
the following requirements / assumptions:

» The illiquidity of the underlying insurance contracts is defined through the prediclability of the resulting
cash flows, since the harder it is to predict a cash flow, the less it lends itself to coverage with illiquid
assels.

» All characteristics of an insurance contract {or a group of insurance contracts) can be fully described and
measured through the characteristics of its resulting cash flows.

+ The uncertainties in cash flows that may be caused by volatility in financial market parameters are
captured in the estimation of expected future cash flows, instead of implicitly reflecting them through
adjustment of the risk-free and completely illiquid yield curve in the illiquidity premium.

« The illiquidity premiums are estimated on the basis of liguidity premiums for financial assets observable on
the market that are adjusted to reflect the illiquidity characteristics of the cash flows on the liabilities side.
The illiquidity premiums used in this context are based on risk-adjusted spreads of corporate and
government bonds.

+ These coverage units are based on the quantities of benefits provided at the end of the reporting period
relative to those expected to be provided over the entire contract duration in order to determine the service
rendered for the period. We select the coverage units for each insurance transaction in such a way that
they optimally reflect the service provided in each case.

Loss component

For groups of contracts where the sum of the present value of expected future cash outflows and the risk
adjustment exceeds the present value of the expected future cash inflows, we recognise the loss expected at
time of acquisition directly in profit or loss in the so-called "loss component”.

General measurement model - subsequent measurement
The book value of a group of insurance contracts at each closing dale is the sum of the LRC and the LIC.

« The liability for remaining coverage consists of the fulfilment value relaling to future payments allocated to
the group of contracts at this time as well as the CSM for the group at the closing date.

+ The liability for incurred claims consists of the fulfilment value for incurred claims plus expenditures not yet
paid, including claims already incurred but not yet reported.
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vii)

viii)

ix}

x}

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued)

The fuffilment value plus the estimates of current assumptions made by the Branch in earlier interim financial
statements is updated at the end of each reporting period based on current estimates of the amount, timing
and uncerlainty of expected future cash flows and discount rates. The Branch splits the insurance finance
income and expenses between profit or loss and OCI. Systematic allocation is ensured through use of the
discount rate on initial recognition.

Changes in cash flows

Changes that relate to future payments and adjust the CSM include, among others:

+ Changes to estimates of the present value of expected future cash flows in the LRC, with the exception of
changes described in the next section;

+ Varances between an investment component that is expected to be payable in the period and the
investment component that is actually payable in the period. These variances are established through
comparison (i) of the investiment component aciually payable in the period with (ii) the payment in the
period that was expected at the beginning of the period, plus any insurance finance
income or expenses in relation to the expected payment, before it is payable;

« Changes to the risk adjustment for non-financiat risks that relate to future services;

« Experience-based adjustments due to premiums booked in the period that relate to future services, and
associated cash flows such as acquisition costs and premium-based taxes.

The fellowing changes do not result in an adjustment of the CSM and are therefore recognised directly in P&L:

¢ Changes in the fulfilment value due to the effects of the time value of money, the financial risks and
changes in this regard;

« Changes in the fulfilment value in connection with the LIC;

+ Experience-based adjustments due to premiums booked in the period that do not relate to future services,
and associated cash flows such as acquisition costs and premium-based taxes.

The CSM of each group of contracts is calculated on each closing date as explained below. This means that
the year-end results are not influenced by the treatment of accounting-related estimates made in earlier
interim financial statements. The book value of the CSM at the closing date comesponds to the book value at
the start of the year, adjusted for:
« the CSM of new contracts added to the group in the financial year;
+ the interest accretion on the book value of the CSM wilh the interest rate determined on initial recognition
(locked-in rate);

+ changes in the fulfilment value connected with cash flows that relate to the fulfilment of future services.
These are recognised through adjustment of the CSM for as long as the CSM is available. If an increase in
the fulfilment value exceeds the CSM, the excess amount is recognised in insurance service expenses and
a loss component is recognised;

« the impact of any exchange rate differences;

+ the release of the CSM through insurance revenue that was calculated after allowance for all adjustments

Retrocession treaties
The accounting policies described above are also applied to reinsurance contracts held

Derecognition and contract modification

Contracts are derecognised when they are extinguished or their terms and condition are changed in such a
way as to fundamentally impact the economic characteristics of the contractual properties. If this is not the
case, the contract modification results in a change in the estimated fulfilment values

Financial instruments

Financial instruments are recognised and derecognised on acquisition or sale at the fulfiiment date pursuant to
IFRS 8.
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3

xi)

ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES (continued)

Financial assets are split into one of lhree calegories on acquisition according to their cash fiow
characteristics and respective purpose: (i) amortised cost {AC), (i) fair value through other comprehensive
income (FVOCI) and (iii) fair value through profit or loss (FVPL).

Financial liabilities are classified either as financial instruments at fair value through profit or loss or as
financial instruments measured at amortised cost.

Transaction costs directly connected with acquisition of the financial instrument are added or deducted
depending on the classification. Subsequent measurement of financial instruments is either at amortised cost
or at fair value. The amortised cost Is established from the initial cost of acquisition allowing for repayments,
the amonrtisation of premiums and discounts recognised in income according to the effective interest rate
method and any impairment losses and reversals.

Debt instruments are classified as financial instruments at fair value through other comprehensive inceme
{FVOCY) if the financial asset is held within a business model whose objective is both collecting contractual
cash flows and selling the financial assetl and the contractual cash flows meet the SPPI criterion Financial
assets classified in the FVOCI category are measured at fair value, with all changes in fair value recognised in
0OC1 allowing for accrued interest and disclosed in head office funds under fair value reserves, Premiums and
discounts are spread across the maturity using the effeclive interest rate method. A large part of the Branch's
invesiments fall under the business model with the objective of collecting cash flows and selling, because the
investments are predominantly used {o cover underwriting risks and sales are therefore influenced by the
servicing of these obligations.

The financial instruments measured at fair value through profit or loss (FVPL) include all equity instrumenis
that were not designated as FVOCI without subsequent recycling to profit and loss as well as all debt
instruments whose cash flows do not meel the SPPI criteria or are not held within the business models whose
objective is collecting contractual cash flows or collecting cash flows and selling the instrument.

All securities measured at fair value through profit or loss are carried at the fair value on the closing date. If
market prices that can be used as fair values are nol available, the book values of the relevant financial
instruments are determined using recognised measurement methods. All unrealised gains or losses from
measurements of this type are recognised in profit or loss just like realised gains and losses and reported in
the investment income.

Impairments

The impairment rules set out in IFRS 9 apply to all debt instruments recognised at amortised cost or at fair
value through other comprehensive income. Impairments are established under IFRS 9 in accordance with a
three-stage model:

« Stage 1 consists of debt instruments in respect of which it is assumed that the credit risk has not
significantly increased since initial recognition. The risk provision for such instruments is measured using.
among other things, the default probabilities for the next 12 months

» Stage 2 consists of debt instruments that are not credit impaired. but whese credit risk has increased
significantly since initial recognition. The significant increase in the credit nsk is established on the basis of
quantitative and qualitative information, a credit risk assessment and forward-looking information. In
addition, debt instruments are allocated to this stage for which definitively verifiable information on the
default probability is not yet available on acquisition. As soon as the cnteria for inclusion in Stage 1 are
met, they are fransferred to this stage. The risk provision is calculated using the default probabilities for the
entre remaining maturities of the instruments,

+ Stage 3 consisls of all debt instruments that are classified as credit-impaired.

The expected credit loss (ECL), which serves as the basis for recognition of impairments, is calculated either
automatically using an IT-supported approach or. in the case of credit-impaired assets (Stage 3). on an
indwigual basis. In both cases the calculations are made separately for each specific debt instrument. The
automatic IT-supporied approach is used to caiculate the expected credit losses for all financial assets
belonging to Stage 1 and Stage 2. Impairments on Stage 3 financial instruments are always calculated on a
case-by-case basis at each quarterly closing date.
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3 ACCOUNTING PRINCIPLES INCLUDING MAJOR ACCOUNTING POLICIES {continued)

Impairments and reversals in connection with the ECL are recognised in profit or loss irrespective of the
measurement model.

The Branch primarily uses the following three components to measure the ECL
+ the probability of defauit (PD),
+ the loss given defaull {LGD) and
+ the exposure at default {EAD).

Wherever possible, the ECL is established on the transaction level with the aid of a risk-adjusted cash flow
model. The input factors are adjusted as necessary to reflact the requiremenis of IFRS 9 (e.g. through the use
of point-in-time (PIT) factors). The inclusion of forecasts regarding future economic conditions in the ECL
measurement has implications for risk provisioning for Stage 1 and Stage 2 assets. Suitable multi-year default
probabilities are used to determine the ECL for the remaining maturities of the assels

Upon acquisition, alt financial assets for which sufficiently verifiable information on default probabilities is
available are initially allocated to Stage 1. In cases where the credit risk has significantly increased, the
financial assets are transferred to Stage 2. Significant deteriorations are established with the aid

of rating-specific and process-based indicators. The allocation of financial instruments to Stage 3, on the other
hand, is made on the basis of the counterparty's default status.

« Rating-based indicators: the Branch uses a dynamic change in the counterparty's default probability to
compare the current actual default probability at the closing date with the original defauit probability at the
time of initial recognition. The threshold used is dependent on the debtor's origina! credit status. Only when
the current rating has decreased by at least two rating downgrades compared to the original rating is
reclassification between the stages necessary. the Branch also elects to use the optional simplification
applicable to financial instruments with a low credit risk. In accordance with this option, instruments are not
allocated to Stage 2 if they still have an investment grade issuer rating.

+ Process-based indicators: The qualitative processes used by the Branch are based on the existing risk
management indicators used to establish whether the credit risk associated with the financial asset has
significantly increased. These indicalors encompass obligatory inclusion in a waltchlist as well as
qualitative evaluation of changes in the risk that have occurred since initial recognition of the assets in the
statement of financial position.

If the conditions for regrouping between stages are met, but the financial asset was not classified as credit-
impaired. the asset in question remains in Stage 2. If none of the indicators apply any longer and the financial
asset is not credit-impaired, the asset is allocated to Stage 1. In the event of credit impairment of the financial
asset. it is allocated 1o Stage 3. If a previously credit impaired financial asset is no longer considered to be
credit impaired. it is reclassified to Stage 2 or Stage 1.

Implementation of IFRS 9 resulted into new classification for investment for the securites which were not
passing SPPI test, accoridngly they were classfied as FVPL. The debt securities passing SPPI test were
calssified as FVOCI. On transition date ECL allowance was determined in accordance with IFRS 9 on
investment securities which is appearing in statement of changes in equity in note 8.

4 Development of expected credit losses

Stage 1 Stage 2 Stage 3 Total
Balance as at 1 January 2022 33,967 177 - 34,144
Transfer to Stage 1 177 (177 - -
Transfer to Stage 2 - - - -
Transfer to Stage 3 - - - -
Addition 25,668 - - 25,668
Disposal 629 - - 629
Balance as at 31 December 2022 680,441 - - 80,441
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5 CASH AND BANK BALANCES

Cash and bank balances

Deposits with maturity within 3 months
Cash and cash equivalents

Deposits with maturity over 3 months

30 June 31 December 1 January
2023 2022 2022
{reviewed) {unaudited {unaudited
restated) restated)
8,314,254 6,320,955 6.505,798
- - 721,703
8.314,254 6,320,955 7.227,501
- - 1.000,928
8,314,254 6,320,955 8,228,429

During the period 2023 and year 2022 no new deposits were placed. The deposits placed in 2021, carried an

interest rate ranging from 6.9% to 7.05% per annum.

& INVESTMENTS

Measured at fair value through profit or loss
Measured at fair value through cther
comprehensive income

6.1 Measured at fair value through profit or loss (FVPL)

Balances as at 1 January
Additions during the period / year
Disposals during the period / year
Change in fair value

Amortisation and others

Measured at fair value through profit or loss (FVPL)

Quoted securities

Maturity analysis
2-3 years

4-5 years

over § years

30 June 31 December 1 January
2023 2022 2022
(reviewed) (unaudited {unaudited
restated) restated)
945,298 936,302 982,637
121,757,213 111,753,907 106,271,611
122,702,511 112,690,208 || 107,254,248
30 June 31 December 1 January
2023 2022 2022
{reviewad) {unaudited {unaudited
restated} restated)
936,302 982,637 1.116,045
> 733,888 793,607
- (755,989) (917,566)
9,195 (28,6985) (9.063)
{199) 4.462 (386)
945,298 936,302 982,637
945,298 936,302 982,637
945,208 212,038 563,958
- 724,264 224,780
- - 193,899
945,298 936,302 982,637
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6  INVESTMENTS (continued)

6.2 Measured at fair value through other comprehensive income (FVOCI)

Balances as at 1 January
Additions during the period f year
Disposals during the period / year
Change in fair value

Amortisation and others

Quoted securities
Unquoted securities

Maturity analysis
1 year or less

2 years

3 years

4 years

5 years

over 5 years

30 June 31 December 1 January
2023 2022 2022

(reviewed) {unaudited {unaudited

restated) restated)
111,753,907 106,271,611 101,049,928
22,731,458 37,743,322 44,774 379
(13.099,208) (22.844,404)|| (35,956,822)
439,837 {9,066.,859) (3,379,704)
(68.781) (349,763) {(216,170)
121,757,213 111,753,907 || 106,271,611
117,738,755 107,233,790 || 102.457,214
4,018,458 4,520,117 3,814,397
121,757,213 111,753,907 || 106,271,611
10,171,668 12,227,367 12,710,861
23,045,026 18,307,101 14,809,958
32,692,298 17,086,874 12,045,681
23,486,232 29,998,259 13,007 648
15,145,675 15,479,735 30,982,580
17,216,314 18,654,471 22,714,883
121,757,213 111,753,907 || 106,271,611
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7 INSURANCE AND REINSURANCE CONTRACTS

7.1 Analysis by remaining coverage and incurred claims for reinsurance contracts

For the period ended 30 June 2023 [reviewed)

Liability for remaining

coverage {LRC)
Excluding Loss Liability for
loss component incurred
component claims {LIC) Total

Reinsurance contract liability at 01 Jan 2023 146.386.891) 988.738 171,456,157 126,058,004
Reinsurance Revenue {23,358,264) (23.358.264)
Reinsurance service expenses
Incurred claims and other directly attributable

expenses (6.170.761) - 29,004,645 22,833,884
Losses on onerous contracts and reversal of

those losses 118,974 118,974
Changes that relate to past service -

adjustments to the LIC (7.845.245) (7.845,245)
Reinsurance acquisition cash flows

amortization 1.576.138 1,576,138
Reinsurance sarvice expenses (4.594,623) 11 8,974 21 ,1 59,400 16,683,751
Reinsurance service resuit (27,952.887) 11 8,974 21 ,1 59,400 ‘8,674,51 3)
Finance expense from reinsurance contracts 313,188 1,228,391 1,541,579
Effect of movement in interest rate - OCI (198,306) 751,585 553,279
Effect of movement in exchange rate 841482  (12377) (1323206}  (494.191)
Total changes in comprehensive income (26,996,523) 106,597 21,816,080 (5,073,846)
Cash flows
Premiums received 20,286,815 - 20,286,815
Claims and other directly attributable
expenses paid - (19.385.870) (19,385,870)
Reinsurance acquisition cash flows paid (146.095) {146,095)
Total cash flows 20,140,720 - (19,385,870) 754,850
Reinsurance contract liability at 30 Jun 2023 (53,242,694) 1,095,335 173,886,367 121,739,008
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7 INSURANCE AND REINSURANCE CONTRACTS (continued)

For the year ended 31 Dec 2022 (unaudited)

Liability for remaining
coverage (LRC)

Excluding Loss Liability for
loss component incurred
component claims (LIC) Total

Reinsurance contract liability at 01 Jan 2022 {31.188.858) 1,218,032 173,386,204 143,415,378

Reinsurance Revenue (50.925,852) . - (50,925,852)

Reinsurance service expenses
Incurred claims and other direcily attributable

expenses (11.819,718) - 47,088,460 35,268,742
Losses on onerous contracts and reversal of

those losses - (196,150} - (196,150}
Changes that refate to past service -

adjustments to the LIC - e (335,355) {335,355)
Reinsurance acquisition cash flows

amortization 4,521,472 - : 4,521,472
Reinsurance service expenses (7.298,246) {196,150) 46,753,105 39,258,709
Reinsurance service result (58,224,008) (196.150) 46,753,105  (11,667,143)
Finance expense from reinsurance contracts 831,946 . 2,015,838 2.847.784
Effect of movement in interest rate - OCI (1.427,549) S (8.451,561)  (9.879,110)
Effect of movement in exchange rate 1,237,893 (33,144) (2.891,258)  (1,686,509)
Total changes in comprehensive income {57.581.808) (229,294) 37,426,124 (20,384,978}
Cash flows
Premiums received 43,345,011 - - 43,345,011
Claims and other directly attributable
expenses paid S - (39,356,171}  (39.356.,171)
Reinsurance acquisition cash flows paid (961,236) . . (961,236)
Total cash flows 42,383,775 = (39,356,171) 3.027.604

Reinsurance contract liability at 31 Dec 2022 (46,386,891) 988,738 171,456,157 126,058,004
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7  INSURANCE AND REINSURANCE CONTRACTS (continued)

7.2 Analysis by remaining coverage and incurred claims for reinsurance recoverables

For the period ended 30 June 2023 (reviewed)

Liability for remaining

coverage (LRC)
Excluding Loss Liabllity for
loss component incurred
component claims (LIC) Total

Retrocessionnaires' share of reinsurance
contract liabilities at 01 Jan 2023 354,863 - (25,884,105) (25,528,242)
Reinsurance revenue (retroceded) 288,104 - - 288,104
Claims recovered and other directly

attributable expenses - S {217,096) {217,085)
Changes that relate to past service -

adjustments 1o the asset for incurred claims - - 5,659,512 5,659,512
Net expense from reinsurance contracts held 288,104 - 5,442,416 5,730,520
Finance expense from reinsurance contracts - - (289,348) (289,348)
Effect of movement in interest rate - OCI 1,150 - (386,794) (385,644)
Effect of movement in exchange rate 3.681 N (753) 2.928
Total changes in comprehensive income 292,935 - 4,765,521 5,058,456
Cash flows
Premiums ceded (209,603) - - (209,603)
Recoveries from reinsurance - - 4,813,001 4,813,001
Total cash flows {209,603) - 4,813,001 4,603,398

Retrocessionnaires’ share of reinsurance
contract liabilities at 30 Jun 2023 438,195 - (16,305,583)  (15,867,388)
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7 INSURANCE AND REINSURANCE CONTRACTS (continued}

For the year ended 31 Dec 2022 {(unaudited)

Liability for remaining

coverage (LRC)
Excluding Loss Liability for
loss component Incurred
component claims (LIC) Total

Retrocessionnaires’ share of reinsurance
contract liabilities at 01 Jan 2022 255,812 - {34,748,306)  (34,492,494)
Reinsurance revenue (retroceded) 414,839 - - 414,839
Claims recovered and other directly

attributable expenses - - {5,459) (5,459)
Changes that relate o past service -

adjusiments to the asset for incurred ctaims - - 1,768,026 1,758,026
Net expense from reinsurance contracts held 414,839 - 1,752,567 2,167,406
Finance expense from insurance contracts - - (534,246) (534,246)
Effect of movement in interest rate - OCI 234 - 1,352,374 1,352,608
Effect of movement in exchange rate 94,365 - 30,104 124,469
Total changes in comprehensive income 509,438 - 2,600,799 3,110,237
Cash flows
Premiums ceded {410,387) - - (410,387)
Recoveries from reinsurance - - 6,263,402 6,263,402
Total cash flows (410,387) - 6,263,402 5,853,015

Retrocessionnaires' share of reinsurance

contract liabilities at 31 Dec 2022 354,863 g (25,884,105)  (25.529,242)
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7  INSURANCE AND REINSURANCE CONTRACTS

7.3 Analysis of insurance contracts balances by components

For the period ended 30 June 2023 (reviewed)

Present value Contractual
of future cash Risk sarvice
flows adjustment margin Total

Reinsurance contract liability at 04 Jan 2023 117,767,498 2,416,441 5,874,065 126,058,004
CSM recognised for the services provided - - (4,033,653) {4,033,653})
Change in the risk adjustment for nonfinancial
risk for the risk expired - (203,992} - (203,952)
Experience adjustments 5,227,295 - - 5,227,295
Changes that relate to current service 5,227,295 (203,992) (4,033,653) 989,650
Changes in estimates that adjust the CSM 2,759,913 281,198 (2.960,039) 81,072
Contracts initially recognised in the period (5,457,186) 427,382 5,153,803 124,099
Changes that relate to future services (2,697,273) 708,580 2,193,864 205171
Changes that relate to past service (467,911) (14,684) - (482,595}
Experience adjustments (7,386,739) - (7,386,739)
Changes that relate to past service (7,854,650) {14,684) - (7,869,334)
Insurance service result ({5,324,629) 489,904 {1,839,789) (6,674,513)
Finance expense from reinsurance contracts 1,302,275 a58 238,346 1,541,579
Effect of movement in interest rate - OCI 853,322 (43} - 553,279
Effect of movement in exchange rate (313,211) {34.428) {146,552) (494,191)
Total changes in comprehensive income (3.782,242) 456,391 (1,747,995) (5,073,846)
Cash flows
Premiums received 20,286,815 - 20,286,815
Claims and other direclly atiributable .
expenses paid (19.385,870) - (19,385,870}
Insurance acquisition cash flows paid {146,095) - (146,095)
Total cash flows 754,850 - - 754,850
Reinsurance contract liability at 30 Jun 2023 114,740,106 2,872,832 4,126,070 121,739,008
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7  INSURANCE AND REINSURANCE CONTRACTS (continued)

For the year ended 31 December 2022 (unaudited)

Present value Contractual
of future cash Risk sarvica
flows adjustment margin Total

Reinsurance contract liability at 01 Jan 2022 139,224,126 2,086,882 2,104,370 143,415,378

CSM recognised for the services provided - - (18,425,200) (18,425,200)
Change in the risk adjustment for nonfinancial

risk for the risk expired - (293,040) - (293,040)
Experience adjustments {4,6909,466) - - {4,699,466)
Changes that relate to current service {4,699,468) (293,040} (18,425,200) (23,417,706)
Changes in estimates that adjust the CSM {4.560,992) 286,369 15,625,580 11,350,957
Contracts initially recognised in the period (6,352,442) 531,241 6,585,664 764,463
Changes that relate to future services (10,913,434) 817,610 22,211,244 12,115,420
Changes that relate to past service (560,794) (140,072} - {700,866)
Experience adjustments 336,009 - - 336,009
Changes that relate to past service {224,785) (140,072) - (364,857)
Insurance service result (15,837,685) 384,498 3,786,044  (11,667,143)
Finance expense from reinsurance contracts 2,660,741 411 186,632 2,847,784
Effect of movement in interest rate - OCI (9.879,010) (100} - (9,879,110)
Effect of movement in exchange rate (1,428,278) (55,250) (202,981} {1,686,509)
Total changes in comprehensive income (24,484 232) 329,559 3,769,695  (20,384,978)
Cash flows

Premiums received 43,345,011 - - 43,345,011
Claims and other directly attributable -
expenses paid (39,356,171) - - (39,356,171}
Reinsurance acquisilion cash flows paid {961,238) - - (961,236}
Total cash flows 3,027,604 - - 3,027,604

Reinsurance contracl liabifity at 31 Dec 2022 117,767,498 2,416,441 5,874,065 126,058,004
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7  INSURANCE AND REINSURANCE CONTRACTS

7.4 Analysis of reinsurance contracts balances by components for reinsurance recoverables

For the period ended 30 June 29}1 {reviewed)

Present value Contractual
of future cash Risk sarvice
flows adjustment margin Total

Retrocessionnaires' share of reinsurance
conlract liabilities at 01 Jan 2023 _125.484,523) _ 144.693) (26} 25,529,242}
CSM recogrised for the services provided - 57.731 57.731
Change in the risk adjustment for nonfinancial
risk for the risk expired - (2,550) {2,550)
Experience adjustments [273.458) - {273.458)
Changes that relate to current service (273,458) (2,550) 57,731 {218,277)
Changes in estimates that adjust the CSM 122 685 - {122,747) (62)
Contracts initially recognised in the period 9,108 {9.108) - =
Changes that relate to future services 131,793 {9,108} (122,747) (62)
Changes that relate to past service - 3,326 3,326
Experience adjustments 5,945,533 5,945 533
Changes that relate to past service 5,945,533 3,326 - 5,948,859
Insurance service result 5,803,868 {8,332) {65,018) 5,720,520
Finance expense from reinsurance contracts (289,348) - - (289.348)
Effect of movement in interest rate - OCI {385,644) - - (385,644)
Effect of movement in exchange rate 2,906 11 11 2928
Total changes in comprehensive income 5,131,782 {8.321) {65,005) 5,058,456
Cash flows
Premiums ceded (209,603) - {209,603}
Recoveries from reinsurance 4,813,001 4,813,001
Total cash flows 4,603,398 - - 4,603,398
Retrocessionnaires' share of reinsurance
contract liabilities at 30 Jun 2023 (15,749,343) (53,014) (65,031) (15,867,388)
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7  INSURANCE AND REINSURANCE CONTRACTS

7.4 Analysis of reinsurance contracts balances by components

For the year ended 31 December 2022 (unaudited)

Present value Contractual
of future cash Risk service
flows adjustment margin Total

Retrocessionnaires' share of reinsurance
contract liabilities at 01 Jan 2022 (34,368,366) {41,225) {82,903) (34,492,494)
CSM recognised for the services provided - - 213110 213,110
Change in the risk adjustment for nonfinancial
risk for the risk expired - (3,387) - (3.387)
Experience adjustments (334,106} - - {334,1086)
Changes that relate to current service {334,1086) {3,387) 213,110 {124,383}
Changes in estimates that adjust the CSM (78.622) - 78,139 (483)
Contracts initially recognised in the period 211,919 (4,326) (207,593} -
Changes that relate to future services 133,297 (4,326) (129,454) {483)
Changes that relate to past service - 4,245 - 4,245
Experience adjustments 2,288,027 - - 2,288,027
Changes that relate to past service 2,288,027 4,245 - 2,292,272
Insurance service result 2,087,218 {3,468} 83,656 2,167,406
Finance expense from reinsurance contracts (534,246} S S (534,246}
Effect of movement in interest rate - OCI 1,353,384 - (776) 1,352,608
Effect of movement in exchange rate 124,472 - (3) 124,469
Total changes in comprehensive income 3,030,828 {3,468) 82877 3,110,237
Cash flows
Premiums ceded (410,387) - - (410,387)
Recaveries from reinsurance 6,263,402 - - 6,263,402
Total cash flows 5,853,015 - - 5,853,015
Retrocessionnaires’ share of reinsurance
contract liabilities at 31 Dec 2022 (25,484,523} (44,693) (26) (25,529,242)
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a)

HEAD OFFICE FUNDS

1 January 2022 {previously
reported)

Reclassification under IFRS 9

Recognition of expected credit
losses under IFRS 9

Remeasurment under IFRS 17

1 January 2022 (unaudited

restated}

Income for the period

Other comprehensive loss

31 December 2022 {unaudited
restated)

Transactions from head office
Income for the period

Other comprehensive 10ss

30 June 2023 (unaudited
restated)

Head office Fair value R Accumulated
finance Total
account resarve losses
resenve
20,166,950 333.1M - (13,088,860) 7.411,861
- 3,161 - (37.128) {33,967)
34 144 - - 34,144
- - {185,377) (3,398,295} {3,583,672)
20,166,950 371,076 {185,377) {16,524,283) 3,828,366
- - - 9,837,945 9,837,945
g (9,040,560} 8,526,502 - (514.058)
20,166,950 {8,669,484) 8,341,125 {6,686,338) 13,152,253
684,432 - - - 684,432
- - - 1.315.231 1,315,231
- 436,292 (167,635} - 268,657
20,851,382 (8,233,192) 8,173,490 {5,371,107) 15,420,573

RELATED PARTY TRANSACTIONS
Parties are considered to be relaled if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. Related parties include other group
companies, directors and key managemenl personnel of the Branch. Key management personnel comprise of the
key members of management having authority and responsibility for planning, directing and controlling the

activities of the Branch.

Transactions during the period

Insurance revenue
HDI Sigorta A.S.

Entity within the Talanx Group (Ultimate Parent)

HDI Sigoria A.S.

Entity within the Talanx Group (Ultimate Parent)

Net expense from reinsurance contracts
Hannover Re Bermuda Lid., Bermuda
Entity within the Hannover Re Group

Expenses recharged by:

- Hannover Retakafui BSC (c), Bahrain
Entity within the Hannover Re Group

- Hannover Riick SE, Germany

Parent company of the Hannover Re Group

- Ampega Asset Management GmbH, Germany

Entity within the Talanx Group {Ultimale Parent)

30 June
2023
(reviewed)

27,150

19,848

5,412,264

651,348

374,268

66,346

30 June
2022
(unaudited
restated)

92,434

634,349

43,566

59,391
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9

b)

10

a)

RELATED PARTY TRANSACTIONS (continued)

30 June 31 December 1 January
2023 2022 2022
(reviewed) (unaudited (U"a:“:::d
resltal
Balances with related parties restated) )
Retrocessionnaires' share of reinsurance contract liabilities
- Hannover Re Bermuda Lid., Bermuda
Entity within the Hannover Re Group 16,200,576 26,069,662 34722141
Other payables
- Hannover Retakaful B.S.C. (¢), Bahrain
Entity within the Hannover Re Group 473,705 - -
Insurance contract assets
HDI Sigorta A.S.
Entity within the Talanx Group (Uftimate Parent) 57,288 - -
Head office account
- Hannover Rick SE, Germany
Parent company of the Hannover Re Group 20,851,382 20,166,950 20,166,950

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Branch's financial assets and financial liabilities are measured at amortised cost excepl for available for sale
investments, which are carried at fair value. The Branch has not disciosed fair value of financial assets and
liabilities other than available for sale investments, because the carrying value approximates their fair value. Fair
values measurement assumes that the asset or liability is exchanged in an orderly transaction between market
participants to sell the asset or transfer the liability at the measurement date under current market conditions.

Underlying the definition of fair value is a presumption that an enterprise is a going concern without any intention
or need to hquidale, curtail materially the scale of ils operations or undertake a transaction on adverse terms.

Fair value hierarchy

The Branch measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making the measures:

- Level 1: Quoted market price {unadjusted) in an active market for an identical instrument.

- Level 2: Valuation techniques based on observable inputs. either directly {i.e. as prices) or indirectly {i.e. derived
from prices). This category includes instruments valued using; quoted market prices in active markets for similar
instruments; quoted prices for identical or similar instruments: quoted prices for identical or similar instruments in
markets that are considered less than active; or other valualion techniques where all significant inputs are directly
or indirectly observable from market data.

- Level 3: Valuation techniques using significant unobservable inputs. This category includes all instrumenis
where the valualion technique includes inpuls not based on observable dala and the unobservable inputs have a
significant effect on the instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required to
reflect differences between the instruments.

The table below analyses financial instruments measured at fair value as at 30 June 2023, 31 December 2022
and 1 January 2022, by the level in the fair value hierarchy into which the fair value measurement is categorised:
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10 FAIR VALUE OF FINANCIAL INSTRUMENTS

b)

30 June 2023 (reviewed)

Investmeants

31 December 2022 (unaudited restated)

Investments

1 January 2022 (unaudited restaled)
Investments

Fair values of financial instruments

Level 1 Level 2 Lovel 3 Total
122,702,511 122,702,511
112,690,209 112,690,209
107,254,248 107,254,248

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market paricipants at the measurement dale. Underlying the definition of fair value is a presumption that
an enlerprise is a going concern without any intention or need to liquidate, curtail materially the scale of its
operafions or undertake a transaction on adverse terms. The fair values of the Branch's assets and liabilities

closely approximate their carrying value.

For the period ended 30 June 2023, there were no transfers in and out of leve! 1, level 2 and level 3 (31

December 2022 & 1 January 2022: Nil).




