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REPORT OF THE DIRECTORS

The directors submit their report and the audited financial statements for the year ended
31 December 2020, which disclose the state of affairs of the company.

COUNTRY OF INCORPORATION

The company is incorporated in Kenya under the Kenyan Companies Act 2015, as a private limited
liability company and is domiciled in Kenya.

PRINCIPAL ACTIVITIES

The principal activities of the company are those of provision of insurance and related services as
licensed by the Kenyan Insurance Act. The company provides individual life assurance, group life
assurance, annuities and pension administration.

BUSINESS REVIEW

During the year, the company's net earned premiums increased to Shs. 3,100,581,585 from Shs.
2,779,835,127. This was mainly attributed reduction in reinsurance premium ceded

The company reported a loss after tax of Shs. 29,527,198 which is an improvement compared to a loss
after tax of Shs. 122,256,554 in 2020. This was mainly attributtable to an increase in actuarial value of
policy holder liabilities mainly as a result of higher retention limits, this also led to a significant reduction
in commision earned from reinsurance arrangements. There were no major changes in other expenses

KEY PERFORMANCE INDICATORS

Gross premiums written
Net earned premiums
(Loss)/profit before tax
(Loss)/profit after tax
Total assets

Net assets

PRINCIPAL RISKS AND UNCERTAINTIES

2021
Shs

3,593,580,675

2020
Shs

3,714,134,284

3,100,581,585

2,779,835,127

(102,085,288)

(96,492,004)

(29,527,198)

(122,256,554)

6,917,898,647

6,691,328,191

858,711,510

888,238,708

The overall business environment continues to remain challenging and this has a resultant effect on
overall performance of the company. The company's strategic focus is to enhance growth in gross
written premiums, gaining market share, whilst maintaining both underwriting and accounting profits,
the success of which remains dependent on overall market conditions, marketing strategies,
innovativeness to sustain market share and other factors such as the impact of the coronavirus
outbreak. Whilst at this stage it is difficult to predict the full potential impact of this outbreak on the
company's operations as the virus mutates, there are ongoing campaigns to have everyone vaccinated.
In the current period we had 367 Covid-19 claims at a sum of Shs. 343,040,484. This is an increase
from the previous year where we had 64 Covid-19 claims of Shs. 106,479,901. It is important to note that

we had the increase despite loss of two large accounts.
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REPORT OF THE DIRECTORS (CONTINUED)
PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)

The agility of our information and operational systems that have enabled underwriting, claims
management, customer service and finance to offer the core business services remotely.

We have thus been able to close two physical branches in Nairobi as well as reduce the space
occupied in some towns. This is despite an increase in human capital

In addition to the business risks discussed above, the company's activities expose it to a number of
financial risks and insurance risks which are described in detail in Note 3 to the financial statements.

DIVIDEND

The directors do not recommend payment of a dividend for the year (2020: Nil).

DIRECTORS
The directors who held office during the year and to the date of this report are shown on page 1.

In accordance with the company's Articles of Association, 1/3 of the directors retire by rotation
and are eligible for re-election.

STATEMENT AS TO DISCLOSURE TO THE COMPANY'S AUDITOR
With respect to each director at the time this report was approved:

(a) there is, so far as the person is aware, no relevant audit information of which the company's
auditor is unaware; and

(b) the person has taken all the steps that the person ought to have taken as a director so as to
be aware of any relevant audit information and to establish that the company's auditor is aware
of that information.

TERMS OF APPOINTMENT OF THE AUDITOR

Parker Randall EA has indicated willingness to continue in office in accordance with the company's
Articles of Association and Section 719 of the Companies Act, 2015. The directors monitor the
effectiveness, objectivity and independence of the auditor. The directors also approve the annual
audit engagement contract which sets out the terms of the auditor's appointment and the related
fees.

The Report of Directors was approved by the Board of Directors on &L\- \J\afc—\a\ oV and
signed on its behalf by the Secretary.

NAIROBI

02H MARL 2022.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenyan Companies Act, 2015 requires the directors to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the company as at the end of the financial
year and of its profit or loss for that year. It also requires the directors to ensure that the company keeps
proper accounting records that are sufficient to show and explain the transactions of the company; that
disclose; with reasonable accuracy; the financial position of the company and that enable them to prepare
financial statements of the company that comply with International Financial Reporting Standards and the
requirements of the Kenyan Companies Act, 2015. The directors are also responsible for safeguarding the
assets of the company and for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The directors accept responsibility for the preparation and fair presentation of the financial statements in
accordance with the International Financial Reporting Standards and in the manner required by the
Kenyan Companies Act, 2015. They also accept responsibility for:

i. Designing, implementing and maintaining such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error;

ii. Selecting and applying appropriate accounting policies; and

iii. Making accounting estimates and judgements that are reasonable in the circumstances.

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 2021 and of the company's financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards and the
requirements of the Kenyan Companies Act, 2015.

Having made an assessment of the company's ability to continue as a going concern, the directors are
not aware of any material uncertainties related to events or conditions that may cast doubt upon the
company's ability to continue as a going concern.

The directors acknowledge that the independent audit of the financial statements does not relieve them
of their responsibilities.

Approved by the board of directors on A NMarch 2022 and signed on its behalf by:

/

o
s

DIRECTOR IRECTOR
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REPORT OF THE CONSULTING ACTUARY

I have conducted an actuarial valuation of the life assurance business of Pioneer Assurance
Company Limited (the “company”) as at 31 December 2021.

The valuation was conducted in accordance with generally accepted actuarial principles and in
accordance with the requirements of the Kenyan Insurance Act. Those principles require prudent
provision for future outgo under contracts, generally based upon the assumptions that current
conditions will continue. Provision is therefore not made for all possible contingencies. In
completing the actuarial valuation, I have relied upon the financial statements of the company.

In my opinion, the life assurance business of the company was financially sound and the actuarial

value of the liabilities in respect of all classes of life insurance business did not exceed the amount
of funds of the life assurance business at 31 December 2021.

&

Abed Mureithi FTA
Actuarial Services (E.A) Ltd

29" March__2022




arker Randall [zasterm Afica B s

Mermber fim of Paker Randal Infematfional

REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF PIONEER ASSURANCE COMPANY LIMITED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2021

Opinion

We have audited the accompanying financial statements of Pioneer Assurance Company
Limited as set out on pages 10 to 54, which comprise the statement of financial position
as at 31 December 2021; and statement of income and expenditure and accumulated
fund, statement of cash flows for the year then ended and a summary of significant
accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements, in all material respects show a
true and fair view of the state of the financial affairs of Pioneer Assurance Company
Limited’s financial position as at 31 December 2021 and of its financial performance
results and cash flows for the year then ended in accordance with the International
Financial Reporting Standard (IFRSs) and the Kenyan Companies Act 2015.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial
statements in Kenya, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

This section of the audit report is intended to describe the matters communicated with
those charged with governance that we have determined, in our professional judgement,
were of most significance in the audit of the financial statements. These matters were
addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Expected credit loss provision on receivables

The directors exercise significant judgement in making provisions for receivables arising
out of direct insurance arrangements and reinsurance arrangements based on various
risk categories and classifications in Note 1(h) and Notes 23 and 24 to the financial
statements as well as the level of expected credit loss necessary for each category of
receivables which is based on the company’s past experience and relevant consideration
of forward looking factors. Because of the significance of these judgements and the
quantum of the receivables from direct insurance arrangements and reinsurance
arrangements, the audit of the expected credit loss provisions is a key audit matter.

Our audit procedures included testing the model used by the management in classifying
the “receivables into their respective credit grades and stages of performance which
included understanding the classification criteria and reviewing this for consistency with
the prior experience, industry experience as well as forward looking factors. We tested the
model that was prepared by the management in determining the Loss Given Default
(LGD) as well as the Probability of Default (PD) to form our own assessment as to whether
the factors generated were reliable as these form the basis of the expected credit loss
provision as included under Note 3(3.2(b)) to the financial statements.
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REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF PIONEER ASSURANCE COMPANY LIMITED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2021(ONTINNUED)

Key Audit Matters (Continued)

Valuation of insurance contract liabilities, payables under deposit administration
contracts and payables under investment contracts

The directors exercise significant judgement in estimation of insurance contract liabilities,
payables under deposit administration contracts and payables under investment
contracts. Accounting policy (b), included in Note 1 to the financial statements, describe
the basis for such liabilities and Notes 30, 31 and 32 to the financial statements set out the
disclosures in respect of these liabilities. These liabilities are determined by an independent
management appointed actuary, based on multiple sources of information including models
developed that rely on a number of assumptions that have been further described in Note 3
of these financial statements. Because of the complexity of such models, the degree of
judgement and estimation involved and the quantum of these liabilities, the audit of these
liabilities is a key audit matter.

Our audit procedures included testing the key controls over the completeness and accuracy
of the data that is used by the actuary in his models as well as the reasonability of the
assumptions applied in estimating the liabilities. We tested the completeness and accuracy
of the databases used to generate the policyholders profiles. We also challenged the
assumptions used by the actuary and on a sample basis tested the accuracy of the models.

Information technology (IT) systems and controls over financial reporting

The company is reliant on IT systems, with respect to its underwriting function. There is a
risk that the controls around the IT systems may not be designed and operating effectively
which could have a material impact on amounts reported. Therefore this represented a key
audit matter.

We tested the design and implementation of the controls around the information technology
environment and operating effectiveness for controls that were critical to databases within
the scope of our audit and the financial reporting process.

Other information

The directors are responsible for the other information. The other information comprises
report of the directors, statement of directors' responsibilities, report of the consulting
actuary and supplementary information comprising the long term insurance business
revenue account 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 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.

When we read the other reports, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance.
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Auditor’s responsibility for the audit of the financial statements (Continued)

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

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

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial 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.

Report on other matters as prescribed by the Kenyan Companies Act, 2015

In our opinion, the information given in the report of the directors on page 2 and 3 is
consistent with the financial statements.

The engagement partner responsible for the audit resulting in this independent
auditor’s report is/CPA Victor Majani, Practising Certificate No. P/1546

For and on behalf;

N =

Cert i';l'éa-;l:blic Accountants
Nairobi.

2’0\‘}\ ..... 2022
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STATEMENT OF PROFIT OR LOSS

Gross earned premiums
Premium ceded to reinsurers

Net earned premiums
Investment income
Commissions income
Other income

Net income

Claims and policy holder benefits payable
Recoverable under reinsurance arrangements

Net claims payable
Operating and other expenses
Impairment losses
Commissions payable
(Loss)/profit before tax

Tax (charge)/credit

(Loss)/profit for the year

(Loss)/earnings per share (basic and diluted)

Notes

4(a)
4(b)

9]

co Co

—
- oo

12(a)

13

2021
Shs

3,593,580,675
(492,999,090)

2020
Shs

3,714,134,284
(934,299,157)

3,100,581,585

277,322,591
81,231,012
2,002,541

2,779,835,127

194,550,128
215,639,448
465,927

3,461,137,729

3,190,490,630

(4,479,520,400)
1,953,809,144

(3,787,709,467)
1,472,515,339

(2,525,711,256)

(2,315,194,128)

(511,502,261)
(24,596,680)
(501,412,820)

(494,833,042)
(31,663,807)
(445,291,657)

(102,085,288)

72,558,090

(96,492,004)

(25,764,550)

(29,527,198)

(122,256,554)

(7.38)

(30.56)

The notes on pages 14 to 54 form an integral part of these financial statements.

Report of the independent auditor - pages 6 to 9.

10
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STATEMENT OF FINANCIAL POSITION

Assets

Property and equipment
Intangible assets
Right-of-use assets
Investment properties
Financial assets at fair value through profit or loss:
- quoted investments
- unquoted investments
- investments with fund managers
Policy loans receivable
Government securities held to maturity
Kenya Motor Insurance Pool
Receivables arising from reinsurance arrangements
Receivables arising out of direct insurance arrangements
Other receivables
Deposits with financial institutions
Cash and bank balances
Tax recoverable

Total assets

Equity

Share capital
Retained earnings
Statutory reserve

Total equity

Liabilities

Insurance contract liabilities

Payables under deposit administration contracts
Payables under investment contracts
Qutstanding claims

Creditors arising from reinsurance arrangements
Other payables

Lease liabilities

Deferred tax

Total liabilities

Total equity and liabilities

Notes

14
15
16
17

18(a)
18(b)
19
20
21
22
23
24
25
26
27
12(b)

28

29

30
31
32
33
34
35
36
37

As at 31 December

2021
Shs

23,868,674
23,591,035
41,816,371
1,604,700,000

57,986,989
100,000,000

123,311,431
848,245,772
10,906,421
2,755,248,546
230,475,398
276,469,412
531,909,554
255,519,368
33,849,676

2020
Shs

27,465,324
25,366,625
51,664,200
1,612,000,000

51,336,770
100,000,000
31,245
102,784,083
914,043,327
12,432,470
1,979,987,129
476,167,247
283,710,427
412,799,642
711,222,598
30,317,104

6,917,898,647

6,691,328,191

400,000,000 400,000,000
281,678,608 120,204,376
177,032,902 368,034,332
858,711,510 888,238,708
2,953,400,424 2,432,862,296
1,303,028,762 1,137,602,072
336,588,502 312,824,539
1,105,851,853 1,082,512,562
54,632,359 503,176,812
147,440,159 87,370,536
51,170,462 62,443,294
107,074,616 184,297,372

6,059,187,137

5,803,089,483

6,917,898,647

6,691,328,191

The financial statements on pages 10 to 54 were approved and authorised for issue by the Board of

Directors on avrcin

vy
| / Mz

Dire

Report of the independent auditor - pages 6 to 9.

1"

2022 and were signed on its behalf by:

@@J&Lﬂ

Director

:y
The notes on pages 14 to 54 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY

Note

Year ended 31 December 2020

At start of year

(Loss) for the year

Transfer (net of deferred tax) 29
At end of year

Year ended 31 December 2021

At start of year

(Loss) for the year

Transfer (net of deferred tax) 29

At end of year

Share Retained Statutory
capital earnings reserve Total
Shs Shs Shs Shs
400,000,000 283,436,000 327,059,262 1,010,495,262
- (122,256,554) - (122,256,554)
5 (40,975,070) 40,975,070 %
400,000,000 120,204,376 368,034,332 888,238,708
400,000,000 120,204,376 368,034,332 888,238,708
- (29,527,198) - (29,527,198)
- 191,001,430  (191,001,430) -
400,000,000 281,678,608 177,032,902 858,711,510

The notes on pages 14 to 54 form an integral part of these financial statements.

Report of the independent auditor - pages 6 to 9.

12
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STATEMENT OF CASH FLOWS

Notes
Cash flows (used in)/from operating activities
(Loss)/prafit before tax
Adjustments for:
Depreciation on property and equipment 14
Amortisation of intangible assets 15
Depreciation on right of use asset 16
Fair value (gain)/loss on investment property 17
Fair value (gain)/loss on quoted investments 18(a)
Fair value loss on investments with fund managers 19
Increase in insurance contract payables
Increase/(Decrease) in actuarial liabilities 30
Impairment of policy loans
Lease liabilities interest 36
Gain on disposal of property and equipment
Changes in working capital;

- receivables and other assets
- payables and other liabilities

Cash (used in)/from operating activities
Interest paid on lease liabilities 36
Tax paid 12(b)
Net cash (used in)/from operating activities
Cash flows from/(used in) investing activities
Purchase of property and equipment 14
Proceeds from disposal of property and equipment 14
Purchase of intangible assets 15
Purchase of investment properties 17
Purchase of quoted investments 18
Proceeds from disposal of quoted investments 18
Purchase of unquoted investments 18(b)
Additions to investments with fund managers 19
Disposal of investments with fund managers 19
Policy loans advanced 20
Policy loans repaid 20
Interest on policy loans 20
(Increase) in government securities 21
(Increase) in Kenya Motor Insurance Pool 22
Proceeds from disposal of Kenya Motor Insurance Pool 22
Change in deposits with financial institutions over 90 days 26
Net cash from/(used in) investing activities
Cash flows (used in) financing activities
Payments of principal portion of the lease liability 36
Net cash (used in) financing activities
(Decrease)/increase in cash and cash equivalents
Cash and cash equivalents at start of year
Cash and cash equivalents at end of year 27

2021
Shs

(102,085,288)

9,848,805
7,190,018
23,965,011

(92,700,000)

(6,650,219)

212,529,944
520,538,128

(7,748,611)
7,898,485
5,000

(522,328,553)

2020
Shs

(96,492,004)

12,443,295
5,291,876
26,467,182
3,300,000
8,262,640
15,214,756
617,377,218
(365,027,815)
(8,378,161)
9,601,508
142,150

(875,794,095)

(388,474,833)  (1,052,884,463)
(338,012,113)  (1,700,475,913)
(7,898,485) (9,601,508)
(8,197,236) (6,875,803)

(354,107,834)

(1,716,953,224)

(6,252,154) (2,086,755)
(5,000) (142,150)
(5,414,428) (26,850,074)

. (100,000)
(25,596,945) (44,611,965)
25,596,945 8,830,080
31,245 129,991,864
(94,746,210) (53,943,048)
96,178,024 48,276,648
(14,210,551) (12,634,617)
65,797,555 (138,884,211)
(2,002,541) (465,927)
(119,109,912) 426,788,718
(76,205,382) 334,168,563

(25,390,014)

(22,047,206)

(25,390,014)

(22,047,206)

(455,703,230)

(1,404,831,867)

711,222,598

2,116,054,465

255,519,368

711,222,598

The notes on pages 14 to 54 form an integral part of these financial statements.

Report of the independent auditor - pages 6 to 9.

13
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NOTES

1.

a)

Significant accounting policies

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

These financial statements comply with the requirements of the Kenyan Companies Act, 2015. The
statement of profit or loss represent the profit and loss account referred to in the Act. The statement of
financial position represents the balance sheet referred to in the Act.

Basis of preparation

The financial statements have been prepared under the historical cost convention, except as indicated
otherwise below and are in accordance with International Financial Reporting Standards (IFRS). The
historical cost convention is generally based on the fair value of the consideration given in exchange of
assets. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether that price
is directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or liability, the company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these financial statements is determined
on such a basis, except for measurements that have some similarities to fair value but are not fair value,
such as value in use in IAS 36 - Impairment of assets.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or liability.

Transfer between levels of the fair value hierarchy are recognised by the directors at the end of the
reporting period during which the change occurred.

Going concern

The financial performance of the company is set out in the report of the directors and in the statement of
profit or loss. The financial position of the company is set out in the statement of financial position.
Disclosures in respect of principal risks and uncertainties are included within the report of the directors
and disclosures with respect to risk management and capital management are set out in Note 3.

Based on the financial performance and position of the company and its risk management palicies, the
directors are of the opinion that the company is well placed to continue in business for the foreseeable
future and as a result the financial statements are prepared on a going concern basis.

New standards, amendments and interpretations adopted by the company

The company applied for the first time certain standards and amendments, which are effective for annual

periods beginning on or after 1 January 2021. The company has not early adopted any other standards,
interpretations or amendments that has been issued but are not yet effective.

14
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NOTES (CONTINUED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
a) Basis of preparation (continued)
New standards, amendments and interpretations adopted by the company (continued)

Amendments to IFRS 16 Covid-19 Related Rent Concessions beyond 30 June 2021
(Issued in March 2021)

The practical expedient applies only on rent concessions occuring as a direct consequence of Covid-19
and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is substancially
same as, or

b) less than, the consideration for the lease immediately preceding the change;

c) Any reduction in lease payments affects only payments originally due on or before 30 June 2021
(a rent concession meets this condition if it results in reduced lease payments on or before 30 June
2021 and increased lease payments that extend beyond 30 June 2021); and

d) There is no substantive change to other terms and conditions of the lease

In the current year, the company did not apply the practical expedient included in the amendment to
IFRS 16 (as issued by the IASB in March 2021). There were no Covid-19 related rent concessions.

Impact of new and amended standards and interpretations issued but not yet effective

At the date of authorisation of these financial statements, the following standards and interpretations,
which have not been applied in these financial statements, were in issue but not yet effective for the
year presented:

- Amendments to IAS 1 'Classification of Liabilities as Current or Non-current (issued in January 2020),
effective for annual periods beginning or after 1 January 2023, clarify a criterion for classifying a
liability as non-current: the requirement for an entity to have the right to defer settlement for at least
12 months after the reporting date.

- Amendments to IAS 16 'Property, Plant and Equipment: Proceeds before Intended Use' (issued in
May 2020), effective for annual reporting periods beginning on or after 1 January 2022 prohibit entities
from deducting from the cost of an item of property, plant and equipment, any proceeds from selling
items produced while bringing that asset to the location and condition necessary for it o be capable
of operating in the manner intended by management. Instead, an entity recognises the proceeds from
selling such items, and the costs of producing those items, in profit or loss.

- Amendments to IAS 37 'Onerous Contracts — Costs of Fulfiling a Contract' (issued in May 2020),
effective for annual reporting periods beginning on or after 1 January 2022, specify which costs an
entity needs to include when assessing whether a contract is onerous or loss-making.

- Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards 'Subsidiary
as a first-time adopter' (issued in May 2020), effective for annual reporting periods beginning on or after
1 January 2022 with earlier adoption permitted, permits a subsidiary that elects to apply paragraph
D16(a) of IFRS 1 to measure cumulative translation differences using the amounts reported by the
parent, based on the parent's date of transition to IFRS. This amendment is also applied to an
associate or joint venture that elects to apply paragraph D16(a) of IFRS 1.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a) Basis of preparation (continued)

New standards, amendments and interpretations issued but not effective (continued)

- Amendments to IFRS 3 Business Combinations - The amendments added an exception to the the
recognition principle of IFRS 3 to avoid the issue of potential ‘day 2' gains or losses arising for for
liabilities and contingent liabilities that would be within the scope of IAS 37 or IFRIC 21 Levies, if
incurred separately. The amendments also clarify that contingent assets do not qualify for recognition at
the acquisition date. The amendments are effective for annual reporting periods beginning on or after 1
January 2022 and apply prospectively.

- Amendment to IFRS 9 Financial Instruments 'Fees in the '10 per cent' test for derecognition of financial
liabilities' (issued in May 2020), effective for annual reporting periods beginning on or after 1 January
2022 with earlier adoption permitted, clarifies the fees that an entity includes when assessing whether the
terms of a new or modified financial liability are substantially different from the terms of the original
financial liability. These fees include only those paid or received between the and the lender, including
fees paid or received by either the borrower or lender on the other's behalf.

- Amendments to IFRS 10 and IAS 28 'Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture' (issued in September 2014), applicable from a date yet to be determined, address a
current conflict between the two standards and clarify that a gain or loss should be recognized fully
when the transaction involves a business, and partially if it involves assets that do not constitute a business.

- IFRS 17 ‘Insurance Contracts' (issued in May 2017), effective for annual periods beginning on or after 1
January 2023, establishes the principles for the recognition, measurement, presentation and disclosure
of insurance contracts issued. It also requires similar principles to be applied to reinsurance contracts
held and investment contracts with discretionary participation features issued. The objective is to
ensure that entities provide relevant information in a way that faithfully represents those contracts.

In May 2017, the IASB issued IFRS 17 Insurance Contracts, a comprehensive new accounting standard for
insurance contracts covering recognition and measurement, presentation and disclosure, which replaces
IFRS 4 Insurance Contracts.

In contrast to the requirements in IFRS 4, which are largely based on grandfathering previous local accounting
policies for measurement purposes, IFRS 17 provides a comprehensive model (the general model) for
insurance contracts, supplemented by the variable fee approach for contracts with direct participation features
that are substantially investment-related service contracts, and the premium allocation approach mainly for
short duration which typically applies to certain non-life insurance contracts.
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NOTES (CONTINUED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a) Basis of preparation (continued)
New standards, amendments and interpretations issued but not effective (continued)
The main features of the new accounting model for insurance contracts are, as follows:

- The measurement of the present value of future cash flows, incorporating an explicit risk
adjustment, re-measured every reporting period (the fulfillment cash flows)

- A Contractual Service Margin (CSM) that is equal and opposite to any day one gain in the
fulfillment cash flows of a company of contracts. The CSM represents the unearned profitability of
the insurance contracts and is recognised in profit or loss over the service period (i.e., coverage
period)

Certain changes in the expected present value of future cash flows are adjusted against the CSM
and thereby recognised in profit or loss over the remaining contractual service period

The effect of changes in discount rates will be reported in either profit or loss or other
comprehensive income, determined by an accounting policy choice

The recognition of insurance revenue and insurance service expenses in the statement of
comprehensive income based on the concept of services provided during the period

- Amounts that the policyholder will always receive, regardless of whether an insured event
happens (non-distinct investment components) are not presented in the income statement, but
are recognised directly on the balance sheet

- Insurance services results (earned revenue less incurred claims) are presented separately from
the insurance finance income or expense

Extensive disclosures to provide information on the recognised amounts from insurance contracts
and the nature and extent of risks arising from these contracts

IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2023, with
comparative figures required. Early application is permitted; provided the entity also applies IFRS 9
and IFRS 15 on or before the date it first applies IFRS 17. However, if full retrospective application
for a company of insurance contracts is impracticable, then the entity is required to choose either
a modified retrospective approach or a fair value approach.

The company plans to adopt the new standard on the required effective date (see above). The
company started a project to implement IFRS 17 and has been performing a high-level impact
assessment of IFRS 17. The company expects that the new standard will result in an important
change to the accounting policies for insurance contract liabilities of the company and is likely to
have a significant impact on profit and total equity together with presentation and disclosure.

The directors expect that the future adoption of IFRS17 may have a material impact on the
amounts reported. However, it is not practicable to provide a reliable estimate of the effects of the
above until a detailed review has been completed. The directors do not expect that adoption of the
other Standards and Interpretations will have a material impact on the financial statements in
future periods. The entity plans to apply the changes above from their effective dates noted above.
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NOTES (CONTINUED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
b) Insurance contracts

The company issues contracts that transfer insurance risk or financial risk or both. Insurance contracts
are those contracts that transfer significant insurance risk. Such contracts may also transfer financial
risk. As a general guideline, the company defines as significant insurance risk the possibility of having
to pay benefits on the occurrence of an insured event.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk.

A number of insurance and investment contracts contain a discretionary participation feature (DPF).
This feature entitles the holder to receive, as a supplement to guaranteed benefits, additional benefits or
bonuses:

- That are likely to be a significant portion of the total contractual benefits;
- Whose amount or timing is contractually at the discretion of the company; and

That are contractually based on:

- the performance of a specified pool of contracts or a specified type of contract;
- realised and/or unrealised investment returns on a specified pool of assets held by the company; or
- the profit or loss of the company, fund or other entity that issues the contract.

Local statutory regulations and the terms and conditions of these contracts set out the basis for the
determination of the amounts on which the additional discretionary benefits are based (the DPF eligible
surplus) and within which the company may exercise its discretion as to the quantum and timing of their
payment to contract holders. At least 90% of the eligible surplus must be attributed to contract holders as
a company (which can include future contract holders); the amount and timing of the distribution to
individual contract holders is at the discretion of the company, subject to the advice of the relevant local
appointed actuary.

Recognition and measurement

The company issues contracts that transfer insurance risk. As a general guideline, the company defines
a significant insurance risk as the possibility of having to pay claims on the occurrence of an insured
event.

Premium income

Premiums are recognised as revenue when they become payable by the contract holder. Premiums are
shown before deduction of commission.

Claims and policy benefits payable

Benefits are recorded as an expense when they are incurred. Claims arising on maturing policies are
recognised when the claim becomes due for payment. Death claims are accounted for on notification.
Surrenders are accounted for on payment.

A liability for contractual benefits that are expected to be incurred in the future is recorded when the
premiums are recognised. The liability is determined as the sum of the expected discounted value of the
benefit payments and the future administration expenses that are directly related to the contract, less the
expected discounted value of the theoretical premiums that would be required to meet the benefits and
administration expenses based on the valuation assumptions used (the valuation premiums). The liability
is based on assumptions as to mortality, persistency, maintenance expenses and investment income that
are established at the time the contract is issued. A margin for adverse deviations is included in the
assumptions. The liabilities are recalculated at each reporting date using the assumptions established at
inception of the contracts.
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NOTES (CONTINUED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
b) Insurance contracts (continued)

Liability adequacy test

At each reporting date, liability adequacy tests are performed to ensure the adequacy of the contract
liabilities. In performing these tests, current best estimates of future contractual cash flows and
claims handling and administration expenses are used.

Commissions

Commissions payable are recognised in the period in which the related premiums are written.
Commissions receivable are recognised in income in the period in which the related premiums ceded.

Insurance contracts and investment contracts are classified into various categories, depending on
the duration of risk and whether or not the terms and conditions are fixed.

Payables under investment contracts

These contracts insure human life events over a long duration. However, insurance premiums are
recognised directly as liabilities. These liabilities are increased by credited interest (in the case of
universal life contracts) or change in the investment prices (in the case of payables under investment
contracts) and are decreased by policy administration fees, mortality and surrender changes and any
withdrawals. These liabilities are the contract holders' account balance.

Revenue consists of fees deducted for mortality, policy administration and surrender changes. Interest
or changes in the investment prices credited to the account balances and excess benefit claims in
excess of the account balances incurred in the period are charged as expenses in the profit or loss for
the year.

Deposit administration contracts

The company administers the funds of a number of retirement benefit schemes. The liability of the
company to the schemes has been included within the statement of financial position.

The company assesses its reinsurance assets for impairment at each reporting date. If there is
objective evidence that the reinsurance asset is impaired, the company reduces the carrying amount
of the reinsurance asset to its recoverable amount and recognises that impairment loss in the
statement of profit or loss. The company gathers the objective evidence that a reinsurance asset is
impaired using the same process adopted for financial assets held at amortised cost. The
impairment loss is also calculated following the same method used for these financial assets.

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amounts due to and from agents
and insurance contract holders. If there is objective evidence that the insurance receivables are
impaired, the company reduces the carrying amount of the insurance receivables accordingly and
recognises that impairment loss in the statement of profit or loss. 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 (Note 1(g)).
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NOTES (CONTINUED)

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) Insurance contracts (continued)

Life Insurance contract liabilities

Life insurance liabilities are recognised when contracts are entered into and premiums are
charged. These liabilities are measured by using the net premium method. The liability is
determined as the sum of the discounted value of the expected future benefits, claims handling and
policy administration expenses, policyholder options and guarantees and investment income from
assets backing such liabilities, which are directly related to the contract, less the discounted value
of the expected premiums that would be required to meet the future cash outflows based on the
valuation assumptions used. The liability is either based on current assumptions or calculated using
the assumptions established at the time the contract was issued, in which case, a margin for risk
and adverse deviation is generally included. A separate reserve for longevity may be established
and included in the measurement of the liability. Furthermore, the liability for life insurance
contracts comprises the provision for unearned premiums and premium deficiency, as well as for
claims outstanding.

Adjustments to the liabilities at each reporting date are recorded in the statement of profit or loss
in claims and policy holder benefits payable. Profits originated from margins of adverse deviations
on run-off contracts are recognized in profit of loss over the life of the contract, whereas losses are
fully recognised in of profit or loss during the first year of run-off. The liability is derecognised when
the contract expires, is discharged or is cancelled.

c) Investment and other income

d)

Interest income and expenses

Interest income and expenses for all interest-bearing financial instruments, including financial
instruments measured at fair value through profit or loss, are recognised in the statement of profit
or loss 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.

Dividend income

Dividend income for quoted shares is recognised when the right to receive payment is established.
Rental income

Rental income is accounted for on an accrual basis, on a straight line basis.

Property and equipment

All property and equipment is initially recorded at cost and thereafter stated at historical cost less
accumulated depreciation. Historical cost comprises expenditure initially incurred to bring the asset
to its location and condition ready for its intended use.

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 can be reliably measured. The carrying amount of the

replaced part is derecognised. All other repairs and maintenance are charged to profit or loss
during the financial year in which they are incurred.
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1.

d)

e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property and equipment (continued)

Depreciation is calculated on straight line basis method to write down the cost of each asset, to its
residual value over its estimated useful life using the following annual rates:

Rate %_
Motor vehicles 20
Fittings and equipment 12.56
Computer equipment 20

The assets' residual values, useful lives and methods of depreciation are reviewed at the end of each
reporting period and adjusted prospectively, if appropriate,.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

An item of property and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Gains and losses on disposal of property and equipment are
determined by comparing the proceeds with the carrying amount and are taken into account in
determining (loss)/profit before tax.

Investment properties

Fair value model:

Investment property is property held to earn rentals or for capital appreciation or both. Investment
property, which can include right-of-use assets, is initially recognized at cost including the transaction
costs. Subsequently, investment property is carried at fair value representing the open market value at
the reporting date determined by annual valuations carried out by external registered valuers (Level 1).
Gains or losses arising from changes in the fair value are included in determining the profit or loss for
the year to which they relate.

Subsequent expenditure on investment properties where such expenditure increases the future
economic value in excess of the original assessed standard of performance is added to the carrying
amount of the investment properties. All other expenditure is recognised as an expense in the year
which it is incurred.

Investment properties are derecognised either when they have been disposed of or when they are
permanently withdrawn from use and no future economic benefits are expected from their disposal. The
difference between the net disposal proceeds and the carrying amount of the asset is recognised in profit
or loss in the period of derecognition

Intangible assets

Computer software programmes are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software. These costs are amortised on a straight line basis over their useful lives which
are estimated to be 5 years.

Costs associated with developing or maintaining computer software programmes are recognised as
an expense as incurred. Costs that are directly associated with the acquisition 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.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
g) Impairment of non-financial assets and intangible assets

At the end of each reporting period, the company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any).

Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment
annually.

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units).

Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at
the end of each reporting period.

h) Financial instruments

Financial instruments are recognised when, and only when, the company becomes party to the
contractual provisions of the instrument. All financial assets are recognised initially using the trade date
accounting which is the date the company commits itself to the purchase or sale.

- Financial assets
The company classifies its financial assets into the following categories:

i) Amortised cost:
Financial assets that are held within a business model whose objective is to hold assets in order to
collect contractual cash flows, and for which the contractual terms of the financial asset give rise on
specified dates to cash flows that are Solely Payments of Principal and Interest (SPPI) on the
principal amount outstanding and are not designated at Fair Value Through Profit or Loss (FVTPL),
are classified and measured at amortised cost. The carrying amount of these assets is adjusted by
any expected credit loss allowance recognised and measured.

ii) Fair Value Through Profit or Loss (FVTPL):
Financial assets that do not meet the criteria for amortised cost or fair value through other
comprehensive income are measured at FVTPL. A gain or loss on a debt investment that is
subsequently measure at fair value through profit or loss and is not part of a hedging relationship is
recognised in profit or loss and presented in the profit or loss statement.

Notwithstanding the above, the company may:

- on initial recognition of an equity investment that is not held for trading, irrevocably elect to classify
and measure it at fair value through other comprehensive income.

- on initial recognition of a debt instrument, irrevocably designate it as classified and measured at fair

value through profit or loss if doing so eliminates or significantly reduces a measurement or
recognition inconsistency.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
h) Financial instruments (continued)

- Finarnicial assets (continued)

At initial recognition of a financial asset, the company determines whether newly recognised financial
assets are part of an existing business model or whether they reflect the commencement of a new
business model. The company reassess its business models each reporting period to determine whether
the business models have changed since the preceding period. For the current and prior reporting period
the company has not identified a change in its business models.

Derecognition/write off

Financial assets are derecognised when the rights to receive cash flows from the financial asset have
expired, when the company has transferred substantially all risks and rewards of ownership, or when the
company has no reasonable expectations of recovering the asset.

When a debt instrument measured at FVTOCI is derecognised, the cumulative gain/loss previously
recognised in OCl is reclassified from equity to profit or loss. In contrast, for an equity investment
designated as measured at FVTOCI, the cumulative gain/loss previously recognised in OCl is not
subsequently reclassified to profit or loss but transferred within equity.

Financial instruments that are subsequently measured at amortised cost or at FVTOCI are subject to
impairment.

Impairment

Debt instruments that are subsequently measured at amortised cost or at impairment assessment. No
impairment loss is recognised on investments measured at FVTPL.

The company recognises loss allowances for Expected Credit Losses (ECLs) on the following financial
instruments that are measured at amortised cost or at fair value through other comphrensive income
(FVTOCI):

- Receivables arising out of direct insurance arrangements
- Receivables arising out of reinsurance arrangements

- Policy loans

- Government securities

- Deposits with financial institutions

- Cash and bank balances

- Quoted shares

- Other receivables

No impairment loss is recognised on investments measured at fair value through profit and loss (FVTPL).

The loss allowance is measured at an amount equal to the lifetime expected credit losses for trade
receivables and for financial instruments for which:

- the credit risk has increased significantly since initial recognition; or
- there is observable evidence of impairment (a credit-impaired financial asset).

If, at the reporting date, the credit risk on a financial asset other than a trade receivable has not increased
significantly since initial recognition, the loss allowance is measured for that financial instrument at an
amount equal to 12-month expected credit losses. All changes in the loss allowance are recognised in
profit or loss as impairment gains or losses.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
h) Financial instruments (continued)

- Financial assets (continued)

Impairment (continued)

Lifetime expected credit losses represent the expected credit losses that result from all possible default
events over the expected life of a financial instrument. 12-month expected credit losses represent the
portion of lifetime expected credit losses that result from default events on a financial asset that are
possible within 12 months after the reporting date.

Expected credit losses are measured in a way that reflects an unbiased and probability-weighted amount
determined by evaluating a range of possible outcomes, the time value of money, and reasonable and
supportable information that is available without undue cost or effort at the reporting date about past events,
current conditions and forecasts of future economic conditions.

All financial assets are classified as non-current except those that are held for trading, those with
maturities of less than 12 months from the balance sheet date, those which management has the
express intention of holding for less than 12 months from the reporting date or those that are required to
be sold to raise operating capital, in which case they are classified as current assets.

Financial liabilities

- Financial liabilities that are held for trading (including derivatives), financial guarantee contracts, or
commitments to provide a loan at a below-market interest rate are classified and measured at fair value

through profit or loss. The company may also, on initial recognition, irrevocably designate a financial
liability as at fair value through profit or loss if doing so eliminates or significantly reduces a

measurement or recognition inconsistency.
- All other financial liabilities are classified and measured at amortised cost.

All financial liabilities are recognised initially at fair value and, in the case of loans and and borrowings
and payables, net of directly attributable transaction costs.

All financial liabilities are classified as non-current except those held for trading, those expected to be
settled in the company's normal operating cycle, those payable or expected to be paid within 12 months
of the balance sheet date and those which the company does not have an unconditional right to defer
settlement for at least 12 months after the reporting date.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or maodification is treated as the derecognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognised in profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis or realise the asset and settle the liability simultaneously. The
legally enforceable right must not be contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptcy of the company or the
counterparty.
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1

i)

)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the purposes of
the statement of cash flows, cash and cash equivalents comprise cash on hand, deposits held at call with
banks and other short-term highly liquid investments with original maturities of three months or less, net of
restricted balances.

Accounting for leases
The company as lessee

On the commencement date of each lease (excluding leases with a term, on commencement, of 12 months
or less and leases for which the underlying asset is of low value) the company recognises a right-of-use
asset and a lease liability.

The lease liability is measured at the present value of the lease payments that are not paid on that date.
The lease payments include fixed payments, variable payments that depend on an index or a rate, amounts
expected to be payable under residual value guarantees, and the exercise price of a purchase option if the
company is reasonably certain to exercise that option. The lease payments are discounted at the interest
rate implicit in the lease. If that rate cannot be readily determined, the company's incremental borrowing
rate is used.

For leases that contain non-lease components, the company allocates the consideration payable to the
lease and non-lease components based on their relative stand-alone components.

The right-of-use asset is initially measured at cost comprising the initial measurement of the lease liability,
any lease payments made on or before the commencement date, any initial direct costs incurred, and an

estimate of the costs of restoring the underlying asset to the condition required under the terms of the
lease.

Subsequently the lease liability is measured at amortised cost, subject to remeasurement to reflect any
reassessment, lease modifications, or revised fixed lease payments.

Leasehold land and buildings are subsequently carried at revalued amounts, based on annual/triennial
valuations by external independent valuers, less accumulated depreciation and accumulated impairment
losses. All other right-of-use assets are subsequently measured at cost less accumulated depreciation
and any accumulated impairment losses, adjusted for any remeasurement of the lease liability.
Depreciation is calculated using the straight-line method to write down the cost of each asset to its
residual value over its estimated useful life. If ownership of the underlying asset is not expected to pass to
the company at the end of the lease term, the estimated useful life would not exceed the lease term.

Increases in the carrying amount arising on revaluation are recognised in other comprehensive income
and accumulated in equity under the heading of revaluation surplus. Decreases that offset previous
increases of the same asset are recognised in other comprehensive income. All other decreases are
recognised in profit or loss. Annually, the difference between the depreciation charge based on the
revalued carrying amount of the asset recognised in profit or loss and depreciation based on the asset's
original cost (excess depreciation) is transferred from the revaluation surplus reserve to retained earnings.

For leases with a term, on commencement, of 12 months or less and leases for which the underlying
asset is of low value, the total lease payments are recognised in profit or loss on a straight-line basis
over the lease period.

The company as lessor

Leases that transfer substantially all the risks and rewards of ownership of the underlying asset to the
lessee are classified as finance leases. All other leases are classified as operating leases. Payments
received under operating leases are recognised as income in the profit or loss on a straight-line basis over
the lease term.
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1.

)

k)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Accounting for leases (continued)
The company as lessor (continued)

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
company's net investment in the leases. Finance lease income is allocated to accounting periods so as
to reflect a constant periodic rate of return on the company's net investment outstanding in respect of the
leases.

Assets leased to third parties under operating leases are included in investment proprty in the statement
of financial position.

Employee benefits
i) Retirement benefit obligations

The company operates a defined contribution staff retirement benefit scheme for its employees. The
assets of the scheme are held in separate trustee administered funds, which are funded from
contributions from both the company and employees. The company has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and prior periods.

The company and its employees also contribute to the National Social Security Fund (NSSF), a
statutory defined contribution scheme registered under the NSSF Act. The company’s contributions to
the defined contribution scheme are charged to profit or loss in the year to which they relate.

ii) Other entitlements

The estimated monetary liability for employees accrued annual leave entitlement at the reporting date is
recognised as an expense accrual.

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss.

Current tax
Current tax is provided on the results for the year, adjusted in accordance with tax legislation.

Deferred tax

Deferred tax is provided using the liability method for all temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes expected to
apply in the year when the asset is realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted at the reporting date. Deferred tax assets are recognised for all deductible
temporary differences, the carry forward of unused tax credits and any unused tax losses to the extent
that it is probable that future taxable profits will be available against which the deductible temporary
differences, the carry forward of unused tax credits and tax credits and unused tax losses can be
utilised.

For the purposes of measuring deferred tax liabilities and deferred tax assets for investment properties
that are measured using fair value model, the carrying amounts of such properties are presumed to be
recoverable entirely through sale unless presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and held within a business model whose objective is to consume
substantially all its economic benefits embodied in it over time rather than through sale.
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1.

)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation (continued)

Deferred tax (continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and
are recognised to the extent that it has become probable that future taxable profits will allow the deferred
tax asset to be recovered.

The company offsets deferred tax assets and deferred tax liabilities if, and only if, it has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same taxation authority.

m) Dividends

Proposed dividends are disclosed as a separate component of equity until declared.

Dividends are recognised as a liability in the period in which they are approved by the company's
shareholders.

n) Share capital

0)

P)

q)

Ordinary shares are classified as equity.

Statutory fund

The statutory reserve represents accumulated life fund inclusive of surpluses whose distribution is subject
to restrictions imposed by the Kenyan Insurance Act. The Act restricts the amounts of surpluses of the
long-term business available for distribution to shareholders to 30% of actuarially determined valuation
surpluses of the life business.

Earnings per share

The company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the company by the
weighted average number of ordinary shares outstanding during the year.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in
the current year.

. Significant accounting judgements, estimates and assumptions

In the application of the accounting policies, the directors are required to make judgements, estimates
and assumptions about the carrying amount of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other
relevant factors. Such estimates and assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognised prospectively.

The directors have made the following assumptions that have a significant risk of resulting in a material
adjustment to the carrying amounts of assets and liabilities within the next financial year. The
assumptions and judgements set-out below do not consider the full potential impact of the coronavirus
outbreak as it is too early at this stage to predict the full potential impact of this on the financial
statements of the company.
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2. Critical accounting estimates and judgments (continued)
a) Measurement of expected credit losses (ECL):

The measurement of the expected credit loss allowance for financial assets measured at amortised
cost and FVTOCI is an area that requires the use of complex models and significant assumption
about future economic conditions and credit behaviour.

A number of significant judgements are also required in applying the accounting requirements for
measuring ECL, such as:

- Determining criteria for significant increase in credit risk;

- Choosing appropriate models and assumptions for the measurement of ECL;

- Establishing the number and relative weightings of forward-looking scenarios for each type of
product/market and associated ECL; and

- Establishing companys of similar financial assets for the purposes of measuring ECL.

ECLs are measured as the probability-weighted present value of expected cash shortfalls over the
remaining expected life of the financial instrument.

The measurement of ECLs are based primarily on the product of the instrument’s Probability of
Default (PD), Loss Given Default (LGD), and Exposure At Default (EAD).

The ECL model applied for financial assets other than trade receivables and contains a three-stage
approach that is based on the change in the credit quality of assets since initial recognition.

- Stage 1 - If, at the reporting date, the credit risk of non-impaired financial instruments has not
increased significantly since initial recognition, these financial instruments are classified in Stage 1,
and a loss allowance that is measured, at each reporting date, at an amount equal to 12-month
expected credit losses is recorded.

- Stage 2 - When there is a significant increase in credit risk since initial recognition, these
non-impaired financial instruments are migrated to Stage 2, and a loss allowance that is measured,
at each reporting date, at an amount equal to lifetime expected credit losses is recorded. In
subsequent reporting periods, if the credit risk of the financial instrument improves such that there
is no longer a significant increase in credit risk since initial recognition, the ECL model requires
reverting to recognition of 12-month expected credit losses.

- Stage 3 - When one or more events that have a detrimental impact on the estimated future cash
flows of a financial asset have occurred, the financial asset is considered credit-impaired and is
migrated to Stage 3, and an allowance equal to lifetime expected losses continues to be recorded
or the financial asset is written off.

Assessment of significant increase in credit risk:

The determination of a significant increase in credit risk takes into account many different factors

including a comparison of a financial instruments credit risk or PD at the reporting date and the credit
or PD at the date of initial recognition.

IFRS 9 however includes rebuttable presumptions that contractual payments are overdue by more than
30 days will represent a significant increase in credit risk (stage 2) and contractual payments that are
more than 90 days overdue will represent credit impairment (stage 3). The company uses these
guidelines in determining the staging of its assets unless there is persuasive evidence available to rebut
these presumptions.

For receivables arising out of direct insurance arrangements, the company has applied the simplified
model under IFRS 9 where lifetime expected credit loss allowance is recognised on the basis of a
provisioning matrix.
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2. Critical accounting estimates and judgments (continued)
b) Estimate of future benefit payments and premiums arising from long-term insurance contracts

The determination of the liabilities under insurance contracts is dependent on estimates made by the
company. Estimates are made as to the expected number of deaths for each of the years in which the
company is exposed to risk. The company bases these estimates on standard industry and national
mortality tables that reflect recent historical mortality experience, adjusted where appropriate to reflect the
company's own experience. For contracts that insure the risk of longevity, appropriate but not excessively
prudent allowance is made for expected mortality improvements. The estimated number of deaths
determines the value of the benefit payments and the value of the valuation premiums. The main source
of uncertainty is that accidents arising from concentration of risk, epidemics such as AIDS, TB and
wide-ranging lifestyle changes, such as in eating, smoking and exercise habits, could result in future
mortality being significantly worse than in the past for the company in which it has significant exposure to
mortality risk

Judgment is also applied in the estimation of future contractual cash flows in relation to reported losses
and losses incurred but not reported. There are several sources of uncertainty that need to be considered
in the estimate of the ability that the company will ultimately pay for such claims. Case estimates are
computed on the basis of the best information available at the time the records for the year are closed.

c) Impairment of receivables

The company reviews their portfolio of receivables on an annual basis. In determining whether receivables
are impaired, the management makes judgement as to whether there is any evidence indicating that
there is a measurable decrease in the estimated future cash flows expected.

d) Held to maturity financial assets

The directors have reviewed the company's held to maturity financial assets in the light of its capital
maintenance and liquidity requirements and have confirmed the company's positive intention and ability
to hold those assets to maturity.

e) Useful lives and residual values of property and equipment, intangible assets and
right-of-use-assets

Management reviews the useful lives and residual values of the items of property and equipment,
intangible assets and right-of-use assets on a regular basis. During the financial year, the directors
determined no significant changes in the useful lives and residual values.

f) Accounting for leases under IFRS 16
Management has made various judgements and estimates under IFRS 16 as detailed below:

Incremental borrowing rate: To determine the incremental borrowing rate, the company:
- where possible, uses recent third-party financing received as a starting point, adjusted to reflect
changes in financing conditions since third party financing was received;
- uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk, which
does not have recent third party financing; and
- makes adjustments specific to the lease, e.g. term, country, currency and security.

Lease term/period: 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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2. Critical accounting estimates and judgments (continued)
f) Accounting for leases under IFRS 16 (continued)

For leases of office space, the following factors are normally the most relevant:
- If there are significant penalties to terminate (or not extend), the company is typically reasonably
certain to extend (or not terminate).

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

- 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.

g) Operating lease commitments - company as lessor

The company has entered into commercial property leases on its investment property portfolio. The
company has determined, based on an evaluation of the terms and conditions of the arrangements,
such as the lease term not constituting a substantial portion of the economic life of the commercial
property, that it retains all the significant risks and rewards of ownership of these properties and
accounts for the contracts as operating leases.

h) Fair value of financial instruments

When the fair value of financial assets and financial liabilities recorded in the statement of financial
position cannot be derived from active markets, their fair value is determined using valuation
techniques including the discounted cash flow model. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree of judgement is required
in establishing fair values. The judgements include considerations of inputs such as liquidity risk,
credit risk and volatility. Changes in assumptions about these factors could affect the reported fair
value of financial instruments. See notes 17, 18 and 19 for further discussion.

i) Revaluation of investment property

The company carries investment properties at fair value, with changes in fair value being
recognised in profit or loss. Investment propertiesd are valued on the basis of open market value by
independent valuers, Nnamdi Maende & Associates Company Limited and Rubyland Limited.

3. Management of insurance and financial risk

3.1 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.
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3. Management of insurance and financial risk (continued)

3.1 Insurance risk (continued)

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.

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.

i) Frequency and severity of claims

For contracts where death is the insured risk, the most significant factors that could increase the overall
frequency of claims are accidents arising from concentration of risk, epidemics;such as;

AIDS and TB or widespread changes in lifestyle, such as eating, smoking and exercise habits, resulting
in earlier or more claims than expected. For contracts where survival is the insured risk, the most
significant factor is continued improvement in medical science and social conditions that would increase
longevity.

At present, these risks do not vary significantly in relation to the location of the risk insured by the
company. However, undue concentration by amounts could have an impact on the severity of benefit
payments on a portfolio basis.

The table below presents the undiscounted concentration of insured benefits across five bands of
insured benefits per individual life assured. The benefit insured figures are shown gross and net of the

reinsurance contracts described above.

Total benefits insured

As at 31 December 2021 umber of Exftore Rocind
policies Reinsurance Reinsurance
Shs % Shs

Age of assured

18 - 30 years 5,903 867,195,818 14% 847,351,110

31 - 40 years 16,563 2,337,399,883 36% 2,240,193,360

41 - 50 years 11,985 1,710,986,206 27% 1,578,124,828

51 - 60 years 7,649 1,155,751,141 18% 1,082,072,877

More than 60 years 656 334,374,737 5% 207,072,674
42 756 6.405,707,785 100% 5,954,814,849

As at 31 December 2020

Age of assured

18 - 30 years 11,059 1,604,064,614 30% 1,567,357,570

31 - 40 years 14,095 1,946,297,712 36% 1,865,356,135

41 - 50 years 8,980 1,265,641,880 24% 1,167,362,347

51 - 60 years 3,854 538,545,865 10% 504,213,972

More than 60 years 70 18,622,177 0% 11,532,403
38,058 5.373.172,247 100% 5,115,822 426

ii) Sources of uncertainty in the estimation of future benefit payments and premium receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-term insurance
contracts arises from the unpredictability of long-term changes in overall levels of mortality and the

variability in contract holder behaviour.
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3. Management of insurance and financial risk (continued)
3.1 Insurance risk (continued)

i) Sources of uncertainty in the estimation of future benefit payments and premium receipts
(continued)

The company uses appropriate base tables of standard mortality according to the type of contract
being written and the territory in which the insured person resides. An investigation into the actual
experience of the company over the last few years is carried out, and statistical methods are used to
adjust the crude mortality rates to produce a best estimate of expected mortality for the future.

The principal risk that the company faces under insurance contracts is that the actual claims and
benefits payments or the timing thereof, differ from expectations. This is influenced by the frequency
of claims, severity of claims, actual benefits paid and subsequent development of long-term claims.
Therefore, the objective of the company is to ensure that sufficient reserves are available to cover
these liabilities. The above risk exposure is mitigated by diversification across a large portfolio of
insurance products. The variability of risks is also improved by careful selection and implementation of
underwriting strategy guidelines, as well as the use of reinsurance arrangements.

Where data is sufficient to be statistically credible, the statistics generated by the data are used
without reference to an industry table. Where this is not the case, the best estimate of future mortality
is based on standard industry tables adjusted for the company's overall experience. For contracts that
insure survival, an adjustment is made for future mortality improvements based on trends identified in
the data and in the continuous mortality investigations performed by independent actuarial bodies. The
impact of any historical evidence of selective termination behaviour will be reflected in this experience.
The company maintains voluntary termination statistics to investigate the deviation of actual
termination experience against assumptions. Statistical methods are used to determine appropriate
termination rates. An allowance is then made for any trends in the data to arrive at a best estimate of
future termination rates.

iii) Process used to decide on assumptions

For long-term insurance contracts with fixed and guaranteed terms and with DPF, estimates are
made in two stages. At inception of the contract, the company determines assumptions in relation to
future deaths, voluntary terminations, investment returns and administration expenses. These
assumptions are used for calculating the liabilities during the life of the contract. A margin for risk and

uncertainty is added to these assumptions. These assumptions are ‘locked in’ for the duration of the
contract.

Subsequently, new estimates are developed at each reporting date to determine whether liabilities
are adequate in the light of the latest current estimates. The initial assumptions are not altered if the
liabilities are considered adequate. If the liabilities are not adequate, the assumptions are altered
(‘unlocked’) to reflect the latest current estimates; no margin is added to the assumptions in this
event.

The assumptions used for the insurance contracts disclosed in this note are as follows:

Mortality - the company uses KE 2007 - 2010 as a base table of standard mortality. Statistical
methods are used to adjust the rates reflected on the table based on the company's experience. For
contracts insuring survivorship, an allowance for future mortality improvements made on trends
identified in the data.

Persistence - Statistical methods are used to determine an appropriate persistency rate, with

reference to the company's experience over the most recent five years. An allowance is then made
for any trends in the date to arrive at the best estimate if future persistency rates.
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3. Management of insurance and financial risk (continued)

iii) Process used to decide on assumptions (continued)

Investment returns - A weighted average rate of investment return is derived with reference to the
pertfolio that backs the liabilities. In the current valuation, the rate of return was 4.2% (2019: 4.2%).
The discount rates used to measure the actuarial liabilities match the interest rates disclosed above.

Renewal expense level, inflation and tax - the current tax level of expenses is taken to be an
appropriate expense base. Expense inflation is assumed to be 9%. It has been assumed that the
current tax legislation and rates continue unaltered.

The sensitivity on the actuarial valuation are as follows:

Impact on Impact on
post tax post tax

profit profit

2021 2020
Increase in interest rate by 5% 5,819,707 7,202,735
(Decrease) in interest rate by 5% (5,819,707) (7,202,735)
The table below gives the concentration of interest risk:
Interest from government securities 67% 49%
Interest from bank deposits 18% 34%
Interest from policy loans 9% 6%
Other interest income 6% 1%

3.2 Financial risk

The company is exposed to financial risk through its financial assets and financial 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, equity price risk and other price risk.

These risks arise from open positions in interest rate, currency and equity products, 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 interest rate risk and credit risk.

The company manages these positions within an Asset Liability Management (ALM) framework that has
been developed to achieve long-term investment returns in excess of its obligations under insurance and
investment contracts. The principal technique of the company’'s ALM 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.

a) Market risk

i) Interest rate risk

Interest rate risk arises primarily from investments in fixed interest securities. The sensitivity analysis
for interest rate risk illustrates how changes in the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates at the reporting date. For
financial instruments and insurance contracts described in this note, the sensitivity is solely

associated with the former, as the carrying amounts of the latter are not directly affected by changes
in market risks.
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3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)

a) Market risk (continued)

i) Interest rate risk (continued)

The government securities, deposits with financial institutions and loans at year end totalled to

Shs. 1,503,466,757 (2020: Shs. 1,429,627,052) representing a significant portion of total assets. At
At the reporting date, if the interest rates had been 5 basis points higher/lower with all other variables
held constant, the effect on the post tax profit for the year would have been an increase/decrease by
Shs. 75,173,338 (2020: Shs. 71,481,353).

ii) Equity price risk

The company is exposed to equity securities price risk as a result of its holdings in equity
investments, classified as financial assets fair value through profit or loss. Exposure to equity shares
in aggregate is monitored in order to ensure compliance with the relevant regulatory limits for solvency
purposes. Investments held are listed and traded on the Nairobi Stock Exchange.

The company has a defined investment policy which sets limits on the company's exposure to
equities both in aggregate terms and by industry. This policy of diversification is used to manage the
company'’s price risk arising from its investments in equity securities.

Listed equity securities represent 37% (2020: 34%) of total equity investments. If equity market
indices had increased/decreased by 10%, with all other variables held constant, and all the company's
equity investments moving according to the historical correlation with the index, the profit for the year
would increase/decrease by Shs. 5,798,699 (2020: Shs. 5,136,801).

Unquoted equity securities represent 63% (2020: 66%) of total equity investments. If equity market
indices had increased/decreased by 10%, with all other variables held constant, and all the company’s
equity investments moving according to the historical correlation with the index, the profit for the year
would increase/decrease by Shs. 10,000,000 (2020: Shs. 10,000,000).

i) Currency risk

Foreign currency exchange risk arises when future commercial transactions or recognised assets
and liabilities are denominated in a currency that is not the entity’s functional currency. The company
primarily transacts in Kenya shilling and its assets and liabilities are denominated in the same
currency. The company is not exposed to material currency risk.

b) Credit risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposures to customers, including outstanding
receivables.

If customers are independently rated, these ratings are used. Otherwise, if there is no independent
rating, management assesses the credit quality of the customer, taking into account their financial
position, past experience and other factors.

Individual limits are set based on internal information in accordance with limits set by the management.
The utilisation of credit limits is regularly monitored.
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3. Management of insurance and financial risk (continued)

3.2 Financial risk (continued)

b) Credit risk (continued)

In assessing whether the credit risk on a financial asset has increased significantly, the company
compares the risk of default occurring on the financial asset as at the reporting date with the risk of default
occurring on that financial asset as at the date of initial recognition. In doing so, the company considers
reasonable and supportable information that is indicative of significant increases in credit risk since initial
recognition and that is available without undue cost or effort. There is a rebuttable assumption that the
credit risk on a financial asset has increased significantly since initial recognition when contractual
payments are more than 30 days past due.

For these purpose default is defined as having occurred if the debtor is in breach of contractual obligations,
or if information is available internally or externally that suggests that the debtor is unlikely to be able to
meet its obligations. However, there is a rebuttable assumption that that default does not occur later than
when a financial asset is 90 days past due.

If the company does not have reasonable and supportable information to identify significant increases in
credit risk and/or to measure lifetime credit losses when there has been a significant increase in credit risk
on an individual instrument basis, lifetime expected credit losses are recognised on a collective basis. For
such purposes, the company's financial assets on the basis of shared credit risk characteristics, such as:

- type of instrument;
- industry in which the debtor operates; and
- nature of collateral.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of the financial asset have occurred. Evidence that a financial asset is credit
impaired include observable data about the following events:

- significant financial difficulty of the debtor
- a breach of contract
- itis probable that the debtor will enter bankruptcy

- the disappearance of an active market for the financial asset because of financial difficulties.

The gross carrying amount of financial assets with exposure to credit risk at the balance sheet date was as

follows:
Basis for measurement of loss allowance 12-month Lifetime
expected expected
credit losses credit losses Total
As at 31 December 2021 Shs Shs Shs

Gross carrying amount

Loss allowance

5,568,158,231

5,5668,158,231

5,568,158,231

Receivables arising out of direct insurance arrangements 25,404,316 - 25,404,316
Receivables arising out of reinsurance arrangements 83,682,214 541,660,445 625,342,659
Government securities - '‘Amortised Cost' 4,283,500 - 4,283,500
Deposits with financial institutions 6,378,081 34,488,012 40,866,093
Cash and bank balances 436,020 - 436,020
Other receivables 9,176,525 16,562,190 25,738,715
Policy loans receivable (7,748,611) 41,352,354 33,603,743
Total loss allowance 121,612,045 634,063,001 755,675,046
Exposure to credit risk 5,446,546,186 4,934,095,230 4,812,483,185
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3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)
(b) Credit risk (continued)

Basis for measurement of loss allowance (continued)

12-month Lifetime
expected expected
credit losses credit losses Total

As at 31 December 2020 Shs Shs Shs
Gross carrying amount 5,624,016,223 5,624,016,223 5,624,016,223
Loss allowance
Receivables arising out of direct insurance arrangem 21,717,182 7,674,793 29,391,975
Receivables arising out of reinsurance arrangements 67,995,713 536,679,409 604,675,122
Government securities - 'Amortised Cost' 4,616,000 - 4,616,000
Deposits with financial institutions 3,383,353 34,488,012 37,871,365
Cash and bank balances 2,856,239 = 2,856,239
Other receivables 751,047 16,862,531 17,613,578
Policy loans receivable (8,280,304) 49,730,515 41,440,211
Total loss allowance 93,029,230 645,435,260 738,464,490
Exposure to credit risk 5,530,986,993 4,978,580,963 4,885,551,733

Financial assets for which the loss allowance has been measured at an amount equal to lifetime
expected credit losses have been analysed above based on their credit risk ratings as follows:

a) financial assets for which credit risk has increased significantly since initial recognition but that are
not credit impaired;

b) financial assets that are credit impaired at the balance sheet date;

c) trade receivables, contract assets and lease receivables for which the loss allowance is always
measured at an amount equal to lifetime expected credit losses, based, as a practical expedient,
on provision matrices.

The age analysis of receivables arising out of direct insurance arrangements and out of reinsurance
arrangements at the end of each year was as follows:

Receivables arising out direct Receivables arising out of

insurance arrangements reinsurance arrangements

2021 2020 2021 2020

Shs Shs Shs Shs
0 to 30 days past 211,055,114 445,963,625 1,6569,5639,270 1,826,577,262
31 to 60 days past 24,477,297 26,278,681 104,716,142 142,765,985
61 to 90 days past 2,211,949 25,652,122 30,983,555 51,004,455
Over 90 days past 18,135,353 3,687,134 1,685,352,238 580,001,051
Expected credit losses (25,404,316) (25,404,316) (83,682,214) (83,682,214)
Incurred credit losses - - (541,660,445) (536,679,409)

230,475,398 476,167,247 2,755,248,546 1,979,987,130
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3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)

(b) Credit risk (continued)
The changes in the loss allowance during the year were as follows:

Basis for measurement of loss allowance 12-month Lifetime
expected expected
credit losses credit losses Total
Year ended 31 December 2021 Shs Shs Shs
At start of year 93,029,230 645,435,260 738,464,490
Changes arising from whether the loss allowance is
measured at an amount equal to 12-month or lifetime
expected credit losses 28,582,815 (11,372,259) 17,210,556
At end of year 121,612,045 634,063,001 755,675,046
Year ended 31 December 2020
At start of year 48,212,008 574,694,179 622,906,187
Changes arising from whether the loss allowance is
measured at an amount equal to 12-month or lifetime
expected credit losses 44,817,222 70,741,081 115,558,303
At end of year 93,029,230 645,435,260 738,464,490
The loss allowances at the end of each year relate to the following;
Basis for measurement of loss allowance 12-month Lifetime
expected expected Total
credit losses credit losses Total
As at 31 December 2021 Shs Shs Shs
Receivables arising out of direct insurance arrangements 25,404,316 0 25,404,316
Receivables arising out of reinsurance arrangements 83,682,214 541,660,445 625,342,659
Government securities - '‘Amortised Cost' 4,283,500 - 4,283,500
Deposits with financial institutions 6,378,081 34,488,012 40,866,093
Cash and bank balances 436,020 - 436,020
Other receivables 9,176,525 16,562,190 25,738,715
Policy loans receivable (7,748,611) 41,352 354 33,603,743
Total 121,612,045 634,063,001 755,675,046
12-month Lifetime
expected expected
credit losses credit losses Total
As at 31 December 2020 Shs Shs Shs
Receivables arising out of direct insurance arrangements 21,717,182 7,674,793 29,391,975
Receivables arising out of reinsurance arrangements 67,985,713 536,679,409 604,675,122
Government securities - 'Amortised Cost' 4,616,000 - 4,616,000
Deposits with financial institutions 2,283.353 34,488,012 37,871,365
Cash and bank balances 2,856,239 - 2,856,239
Other receivables 751,047 16,862,531 17,613,578
Policy loans receivable (8,290,304) 49,730,515 41,440,211
Total 93,029,230 645,435,260 738,464,490

The company does not hold any collateral against the past due or impaired receivables. Management

continues to actively follow up past due receivables.
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Pioneer Assurance Company Limited
Annual report and financial statements
For the year ended 31 December 2021

NOTES (CONTINUED)
3. Management of insurance and financial risk (continued)
3.3 Financial risk (continued)
a) Comparison by class of the carrying amount and fair values of the financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is

based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:

- in the principal market for the asset or liability, or
- in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest. Management has assessed that investment in Government securities- treasury bills,
deposits with financial institutions, cash and bank balances, other receivables, receivables arising out
of direct insurance arrangements, receivables arising out of reinsurance arrangements trade
receivables, trade payables, other payables, borrowings and payables arising out of reinsurance

arrangements approximate their carrying amounts largely due to the short-term maturities of these
instruments.

The table below sets out the company's classification of each class of financial assets and liabilities,
and comparison of the carrying amount and their fair values:

Level 1 Level 3 Total
As at 31 December 2021 Shs Shs Shs
Assets
Financial assets
Quoted shares at fair value through profit or loss 57,986,989 - 57,986,989
Unquoted investments - 100,000,000 100,000,000
Investments with fund managers - - -
Total assets 57,986,989 100,000,000 157,986,989
As at 31 December 2020
Assets
Financial assets
Quoted shares at fair value through profit or loss 51,336,770 - 51,336,770
Unquoted investments 100,000,000 100,000,000
Investments with fund managers - 31,245 31,245
51,336,770 100,031,245 151,368,015
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Pioneer Assurance Company Limited
Annual report and financial statements
For the year ended 31 December 2021

NOTES (CONTINUED)

3. Management of insurance and financial risk (continued)

3.3 Financial risk (continued)

a) Comparison by class of the carrying amount and fair values of the financial instruments

(continued)

i) Financial assets by category

As at 31 December 2021

Quoted shares

Unquoted investments
Investments with fund managers
Government securities

Kenya Motor Insurance Pool
Policy loans receivable
Receivables arising from:
Reinsurance arrangements
Direct insurance arrangements
Other receivables

Deposits with financial institutions
Cash and cash equivalents

As at 31 December 2020

Quoted shares

Unquoted investments
Investments with fund managers
Government securities

Kenya Motor Insurance Pool
Policy loans receivable
Receivables arising from:
Reinsurance arrangements
Direct insurance arrangements
Other receivables

Deposits with financial institutions
Cash and cash equivalents

Financial
assets at fair
value through
profit or loss upon

Loans and initial Held to
receivables recognition maturity Total
Shs Shs Shs Shs
- 57,986,989 - 57,986,989
100,000,000 - 100,000,000
- 0 - 0
- - 848,245,772 848,245,772
10,906,421 - - 10,906,421
123,311,431 - - 123,311,431
2,755,248,546 - - 2,755,248,546
230,475,398 - - 230,475,398
276,469,412 - - 276,469,412
531,909,554 - - 531,909,554
255,519,368 - - 255,519,368
4,183,840,130 157,986,989 848,245,772  5,190,072,891
- 51,336,770 - 51,336,770
- 100,000,000 - 100,000,000
- 31,245 - 31,245
- - 914,043,327 914,043,327
12,432,470 - - 12,432,470
102,784,083 - - 102,784,083
1,879,987,129 - - 1,979,987,129
476,167,247 - - 476,167,247
283,710,427 - - 283,710,427
412,799,642 - - 412,799,642
711,222,598 - - 711,222,598
3,979,103,596 151,368,015 914,043,327 5,044,514 938
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Pioneer Assurance Company Limited
Annual report and financial statements
For the year ended 31 December 2021
NOTES (CONTINUED)

3. Management of insurance and financial risk (continued)
3.4 Capital management

The company's objectives when managing capital, which is a broader concept than the 'shareholders'
funds' on the financial position are to:

- to comply with the capital requirements as set out in the Kenyan Insurance Act;

- to comply with regulatory solvency requirements as set out in the Kenyan Insurance Act;

- 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;

- to maintain a strong asset base to support the development of business;

- to maintain an optimal capital structure to reduce the cost of capital; and
to provide an adequate return to shareholders by pricing insurance and investment contracts
commensurately with the level of risk.

The insurance capital requirements regulations 2015 under Section 180 of the Insurance Act
require that a company, should maintain risk based capital determined by its size and risk profile.
Such a company should achieve the prescribed capital requirement and maintain a capital
adequacy ratio which shall at all times be atleast 100%. The capital adequacy status of the
company as at the reporting date is as follows:

2021 2020

Shs Shs
Tier-1 Capital 858,711,510 888,238,708
Deductions 86,621,350 83,103,963
Total Capital Available (TCA) 772,090,160 805,134,745
Absolute Amount Minimum 1 400,000,000 400,000,000
Volume of Business Minimum 2 215,696,788 169,523,729
Risk Based Capital Minimum 712,923,148 789,945,515
Minimum Required Capital 712,923,148 789,945,515

Capital Adequacy Ratio 108% 102%
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Pioneer Assurance Company Limited
Annual report and financial statements
For the year ended 31 December 2021
NOTES (CONTINUED)

4. Insurance premium revenue 2021 2020
Shs Shs
a) Gross earned premiums
Ordinary life 1,096,327,655 1,069,271,737
Annuity 99,025,883 54,420,872
Group Credit 367,666,214 856,299,385
Group life 2,030,560,923 1,734,142 290
Gross underwritten premiums 3,593,580,675 3,714,134,284

b) Premiums ceded to reinsurers

Ordinary life (2,155,146) (3,894,377)
Group life (490,843,944) (930,404,780)

(492,999,090) (934,299,157)

Net earned premiums 3,100,581,585 2,779,835,127

5. Investment income

Interest on policy loans (Note 20) 14,210,551 12,634,617
Interest on government securities 111,706,011 120,099,000
Interest on deposits with financial institutions 29,672,406 70,534,489
Gain/(loss) on revaluation of quoted shares (Note 18) 6,650,219 (8,262,640)
(Loss) on revaluation of managed funds (Note 19) - (15,214,756)
Rental income from investment properties 9,159,027 8,847,652
Investment property expenses (3,519,024) (3,824,478)
Gain/(Loss) on revaluation of investment properties (Note 17) 92,700,000 (3,300,000)
Dividend income 1,700,191 1,657,474
Other investment income 15,043,210 11,378,770
277,322,591 194,550,128
. Commission income
Group life 80,827,944 214,565,350
Ordinary life 403,068 1,074,098
81,231,012 215,639,448
The company earns commissions from its reinsurers on
agreed percentage basis for business ceded to them.
7. Other income
Share of profit from Kenya Motor Insurance Pool (Note 22) 2,002,541 465,927
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NOTES (CONTINUED)

2021 2020
8. Claims and policyholders benefits payable Shs Shs
Death 3,207,928,806 3,663,881,683
Maturities 438,265,532 314,257 844
Surrenders 142,747,185 50,214,260
Withdrawals 49,707,588 24,844 635
Change in actuarial value of policyholders liabilities (Note 30) 520,538,128 (365,027,815)
Interest declared on investment products 120,333,161 99,538,860
Gross claims and policyholders' benefits payable 4,479,520,400 3,787,709,467
Recoverable under reinsurance contracts _ (1,953,809,144) (1,472,515,339)
Net claims and policyholders’ benefits payable 2,525,711,256 2,315,194,128
9. Operating and other expenses
Auditors' remuneration 3,480,000 2,850,000
Director's remuneration 34,904,497 55,374,790
Directors' fees 15,204,308 10,096,660
Impairment losses on policy loans (Note 20) (7,748,611) (8,378,161}
Impairment provisions for receivables (6,444,907) 16,456,924
Expected credit losses 24,596,680 23,585,044
Repairs and maintenance 19,345,201 12,569,138
Operating lease rentals 2,822,756 676,008
Depreciation on property and equipment (Note 14) 9,848,805 12,443,295
Amortisation of intangible assets (Note 15) 7,190,018 5,291,876
Staff costs (Note 10) 204,684,775 175,482,049
Other operating expenses 228,215,420 220,049,226
536,098,941 526,496,849
10. Staff costs
Salaries and wages 156,877,102 144,357,462
Staff leave accrual 2,398,797 (5,897,501)
Insurance 16,513,773 14,110,447
Pension costs:
- National Social Security Fund 247,800 242,400
- Defined contribution scheme 15,081,737 14,928,639
Other staff costs 13,565,566 7,740,602
204,684,775 175,482,049
The average number of staff during the year were 104 (2020: 101).
11. Commission expense
Ordinary life 272,941,635 221,081,929
Group life 228,471,185 224,209,728
501,412,820 445,291,657
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2021 2020
12. a) Tax Shs Shs
Current tax 4,664,666 8,370,805
Deferred income tax (credit) (Note 37) (77,222,756) 17,393,745
Tax chargel/(credit) (72,558,090) 25,764,550

The tax on the company's (loss)/profit before tax differs from the

theoretical amount that would arise using the basic rate as

follows:

(Loss)/profit before tax

Tax calculated at a tax rate of 30% (2020: 25%)

Tax effect of:

- income less expenses not subject to tax

Tax charge/(credit)

b) Reconciliation of tax (recoverable)

(102,085,288)

(96,492,004)

(30,625,586)

(41,932,504)

(28,947,601)

54,712,151

(72,558,090)

25,764,550

At start of year (30,317,104) (31,812,104)
Current tax charge 4 664,666 8,370,805
Paid during the year (8,197,236) (6,875,805)
At end of year (33,849,676) (30,317,104)
13. (Loss)/earnings per share
Total number of shares in issue during the year (Note 28) 4,000,000 4,000,000
(Loss)/profit after tax (29,527,198) (122,256,554)
Basic and diluted (loss)/earnings per share (7.38) (30.56)
There were no potentially dilutive shares outstanding as at 31 December 2021 and 2020.
14. Property and equipment
Year ended 31 December 2021
Motor Fittings and Computer
vehicles equipment equipment Total
Shs Shs Shs Shs
Cost
At start of year 31,268,322 49,372,374 46,651,745 127,292 441
Additions - 2,525,622 3,726,532 6,252,154
Disposals (540,606) (27,000) (567,606)
At end of year 31,268,322 51,357,390 50,351,277 132,976,989
Depreciation
At start of year 25,623,990 35,027,319 39,175,808 99,827,117
Charge for the year 2,605,079 4,177,826 3,065,899 9,848,804
Disposals (540,606) (27,000) (567,606)
At end of year 28,229,069 38,664,539 42 214,707 109,108,315
Net book value 3,038,253 12,692 851 8,136,570 23,868,674
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14,

15.

16.

Property and equipment (continued)

Year ended 31 December 2020

Motor Fittings and Computer
vehicles equipment equipment Total
Shs Shs Shs Shs
Cost
At start of year 31,763,055 49,330,417 44,643,282 125,736,754
Additions - 78,292 2,008,463 2,086,755
Disposals (494,733) (36,335) - (531,068)
At end of year 31,268,322 49,372,374 46,651,745 127,292,441
Depreciation
At start of year 21,564,488 30,942,963 35,407,438 87,914,889
Charge for the year 4,554 235 4,120,691 3,768,370 12,443,296
Disposals (494,733) (36,335) - (531,068)
At end of year 25,623,990 35,027,319 39,175,808 99,827,117
Net book value 5,644,332 14,345,055 7,475,937 27,465,324
2021 2020
Intangible assets (computer software) Shs Shs
Cost
At start of year 62,483,621 35,633,547
Additions 5,414,428 26,850,074
At end of year 67,898,049 62,483,621
Amortisation
At start of year 37,116,996 31,825,120
Charge for the year 7,190,018 5,291,876
At end of year 44,307,014 37,116,996
Net book value 23,591,035 25,366,625

Included in the cost of intangible assets above is an amount of Shs. 20,990,484 (2020: Shs. 20,990,484)

fully amortised assets.

Right of use asset

At start of year

Additions

Depreciation charge for the year

At end of year

2021 2020
Shs Shs
51,664,200 78,131,382
14,117,182 -
(23,965,011)  (26,467,182)
41,816,371 51,664,200

The company leases various offices across the country. The leases of offices are typically for periods of
between 5 years and 7 years. None of the leases contains any restrictions or covenants other than the
protective rights of the lessor or carries a residual value guarantee.
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17.

18.

b)

19.

2021 2020
Investment properties Shs Shs
At start of year 1,512,000,000 1,515,200,000
Additions - 100,000
Fair value (loss)/gain (Note 5) 92,700,000 (3,300,000)
At end of year 1,604,700,000 1,512,000,000

The valuation exercise was carried out by Nnamdi Maende & Associates and Rubyland Limited, all
are registered professional valuers. The valuation was done as at 31 December 2021 on an open
market basis.

The fair valuation of investment properties is done using the Level 1 technique as described in the
basis of preparation of these financial statements.

Financial assets at fair value through profit or loss 2021 2020

Shs Shs
Quoted investments
At start of year 51,336,770 23,817,525
Additions 25,596,945 44 611,965
Disposals (25,596,945) (8,830,080)
Fair value (loss)/gain (Note 5) 6,650,219 (8,262,640)
At end of year 57,986,989 51,336,770

These relate to investment in quoted equities traded at the Nairobi Securities Exchange. The fair
valuation is done using the Level 1 technique as described in the basis of preparation of these financial
statements.

Unquoted investments 2021 2020
Shs Shs
i) Preference share capital
At start of year - 100,000,000
Additions - -
Converted into share capital pending allotment - (100,000,000)

At end of year - -

ii) Share capital pending allotment

At start of year 100,000,000 -
Conversion from preference share capital - 100,000,000
At end of year 100,000,000 100,000,000

Unquoted investments relate to investment in Pioneer General Insurance Limited. The investment was
converted on 31 December 2020 by the conversion of preference shares to ordinary shares through
the necessary resolutions. The filing of all the necessary documents relating to the change were filed
with the Registrar of Companies on 31 March 2021. The change was pending approval from the
Commissioner of Insurance as of the date of approval of these financial statements.

Investments with fund managers

At start of year 31,245 145,237,865
Subscriptions for the year - -

Disposals (31,245) (129,991,864)
Fair value (loss)/gain (Note 5) (15,214,756)
At end of year - 31,245

The fund managers invest the fund in unit trusts which are valued at fair value as at the end of the year.

The fair valuation of investments with fund managers is done using the Level 3 technique as described
in the basis of preparation of these financial statements.
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20. Policy loans receivable

At start of year

Loans advanced
Interest charged (Note 5)
Loan repayments

Less: Expected credit losses

At end of year

Movement in expected credit losses

At start of year
Reversals

At end of year

Maturity of gross amounts advanced

Maturing:

Within 1 year

1 year to 2 years
3 years to 5 years

2021 2020

Shs Shs
144,136,437 125,835,420
94 746,210 53,943,048
14,210,551 12,634,617
(96,178,024) (48,276,648)
156,915,174 144,136,437
(33,603,743) (41,352,354)
123,311,431 102,784,083
41,352,354 49,730,515
(7,748,611) (8,378,161)
33,603,743 41,352,354
77,436,751 61,181,713
27,108,562 51,461,298
52,369,861 31,493,426
156,915,174 144,136,437

The weighted average effective interest rate on policy loans was 11.5% (2020: 12%) at the reporting
date. The collateral for the policy loans is the cash surrender value of the underlying policy. In case
of default, the loan is written off against the cash surrender value. Impairment loss has been
assessed on policy loans that are no longer being repaid by the policy holders. The impaired
amount is the balance in excess of the security that the company holds.

21. Government securities

Held to maturity

Treasury bills and bonds:

Maturing after 91 days but less than 1 year

Maturing after 1 year

2021 2020

Shs Shs
31,900,000 65,163,509
816,345,772 848,879,818
848,245,772 914,043,327

Treasury bonds and bills are debt securities issued by the Government of Kenya and are classified
as held to maturity. The effective interest rate realised on these securities for the year ended

31 December 2021 was 12.62% (2020: 12.09%).

At start of year
Purchase
Maturity

At end of year
Unearned interest
Premium on bonds
Expected credit losses
Discount on purchase

At end of year

48

2021 2020
Shs Shs
923,200,000 794,000,000
20,000,000 310,600,000
(86,500,000) (181,400,000)
856,700,000 923,200,000
3,664,860 4 098,537
(4,283,500) (4,616,000)
(7,835,588) (8,639,210)
848,245,772 914,043,327
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21,

22.

23.

24.

25.

Government securities (continued)

Included in Government securities are treasury bonds and treasury bills with Central Bank of Kenya
amounting to Shs. 376 million (2020 : Shs. 380 million) which are under lien as required by the
Insurance Regulatory Authority. The company has the intention and ability to hold the securities

until maturity.

Kenya motor insurance pool (KMIP)
At start of year

Proceeds from disposal

Share of profit (Note 7)

At end of year

This represents the company's share of the net assets of the pool.

Receivables arising from reinsurance arrangements

Claims recoverable
Expected credit losses
Incurred credit losses

The amounts receivable do not carry interest and are due within

periods ranging from 30 days to 180 days.

Receivables arising out of direct insurance arrangements

Check off schemes
Direct clients
Expected credit losses
Incurred credit losses

The amounts receivable do not carry interest.

2021 2020
Shs Shs
12,432,470 11,966,543
(3,528,590) -
2,002,541 465,927
10,906,421 12,432,470

3,380,591,205

(83,682,214)

(541,660,445)

2,584,662, 251

(67,995,713)
(536,679,409)

2,755,248,546

1,979,987,129

53,887,038 82,497,144
201,992,676 423,062,078
(25,404,316) (21,717,182)
- (7,674,793)
230,475,398 476,167,247

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable
mentioned above. The company does not hold any collateral as security.

Other receivables

Agents loans and advances

Expected credit losses

Staff loans and advances

Deposits

Prepayments

Rent receivable

Interest receivable

Receivable from related parties (Note 38)
Guarantees and performance bonds
Other sundry debtors

49

2021 2020

Shs Shs
86,142,484 81,492,866
(27,042,419) (25,738,715)
25,517,840 19,039,556
12,098,537 61,619,771
121,763,572 84,918,535
3,656,695 3,748,886
46,099,393 39,864,199
- 0
3,204,651 3,998,360
5,028,659 14,766,969
276,469,412 283,710,427
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25.

26.

27.

28.

Other receivables (continued)

The carrying amounts of the company's other receivables are denominated in Kenya Shillings.

The amount for guarantees and performance bonds relates to cash cover held by financial institutions

in relation to bid and performance bonds issued.

In the opinion of the directors, the carrying amounts of these balances approximate their fair value

Deposits with financial institutions
Maturing:

Maturing after 1 year

Maturing between 90 days and 1 year
Expected credit losses

Incurred credit losses

2021
Shs

3,200,000
569,575,647
(6,378,081)
(34,488,012)

2020
Shs

3,200,000
447,471,007
(3,383,353)
(34,488,012)

531,809,554

412,799,642

These relate to investments in fixed and call deposits. The weighted average effective interest rate on
deposits with financial institutions was 8.38% (2020: 8.38%) at the reporting date.

In determining the basis of measurement of balances held with Chase Bank Kenya Limited (In
Receivership) and SBM Bank (Kenya) Limited, the directors have assessed whether there is any
evidence indicating that there is a measurable decrease in the estimated future cash flows expected,
the perpetual period of such cash flows and the arrangement in relation to the transfer of deposits
from Chase Bank Kenya Limited (In Receivership) to SBM Bank (Kenya) Limited.

Chase Bank Kenya Limited (In Receivership) was placed under statutory management and
subsequently 75% of all balances held were transferred to SBM Bank (Kenya) Limited. Deposits
amounting to Shs. 34,488,012 which relate to the 25% of deposits still held with Chase Bank Kenya
Limited (In Receivership) have been fully impaired due to uncertainty over recovery of the same.

Cash and cash equivalents

Cash at bank and in hand
Deposits with financial institutions maturing within 91 days
Expected credit losses

For the purposes of the statement of cash flows, the year-end
cash and cash equivalents comprise the above.

Share capital

Authorised:

4,000,000 (2020: 4,000,000) ordinary shares of Shs. 100 each
Issued and fully paid:

4,000,000 (2020: 4,000,000) ordinary shares of Shs. 100 each
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2021 2020
Shs Shs
45,955,388 714,078,837
210,000,000 -
(436,020) (2,856,239)
255,519,368 711,222,598
400,000,000 400,000,000
400,000,000 400,000,000
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29.

30.

31.

32

Statutory fund

The statutory fund represents a reserve maintained within the long term insurance business and
represents unallocated surpluses from previous actuarial valuations as required by the Kenyan

Insurance Act. Transfers from this fund are made upon recommendation of the actuary.

2021 2020
Shs Shs
At start of year 368,034,332 327,059,262
Transfer from/(to) profit or loss (272,859,186) 58,533,815
Deferred tax 81,857,756 (17,558,745)
At end of year 177,032,902 368,034,332
Recommeded for distribution by the actuary = -
177,032,902 368,034,332

Insurance contract liabilities

At start of year

(Decrease)/increase in actuarial value of policyholders
liabilities (Note 8)

At end of year

Payables under deposit administration contracts

2,432,862,296

520,538,128

2,797,890,111

(365,027,815)

2,953,400,424

2,432,862,296

At start of year 1,137,602,072 897,996,763
Deposits received during the year 275,536,867 248,453,955
Benefits paid (226,283,724) (85,281,045)
Deposit administration expenses (4,159,614) (12,665,410)
Interest declared 120,333,161 89,097,809

At end of year

1,303,028,762

1,137,602,072

Deposit administration contracts are recorded at amortised cost. The liabilities are shown inclusive of
interest accumulated to the reporting date. Interest was declared and credited to the client accounts
at a weighted average rate of 10.25% for the year (2020: 9%). Members’ contributions accrue interest
from receipt date and cease accruing interest upon withdrawal. Interest is credited as per the received
returns less administration expenses subject to the minimum guaranteed rate of return.

Payables under investment contracts

At start of year 312,824,539 182,615,738
Received during the year 55,749,712 143,430,078
Withdrawals during the year (31,985,749) (23,662,328)
Interest declared - 10,441,051
At end of year 336,588,502 312,824,539

This relates to the investment allocation portion of the investment products. Interest was declared and
credited to the client accounts at a weighted average rate of 1% for the year (2020: 3.6%).
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37. Deferred income tax

Deferred income tax is calculated, in full, on all temporary differences under the liability method using a
principal tax rate of 30% (2020 30%). The movement on the deferred income tax account is as follows:

At start of year
Charge to profit or loss (Note 12)

At end of year

2021 2020
Shs Shs
184,297,372 166,903,627
(77,222,756) 17,393,745
107,074,616 184,297,372

Deferred income tax liabilities and deferred income tax charge to profit or loss are attributable to the

following items:

At start Charged to At end of
of year profit or loss year
Shs Shs Shs
Deferred income tax liabilities
Statutory reserve 157,729,000 (81,857,756) 75,871,244
Investment property fair value gains 26,568,372 4,635,000 31,203,372
184,297,372 (77,222,758} 107,074,616

38. Related parties transactions

In the normal course of business, insurance policies are sold to related parties at terms and conditions

similar to those offered to other clients.

Details of related parties balances and transactions are as follows:

i) Transactions with related parties
Gross premiums
i) Outstanding balances
Receivable from related company (Note 25)
Payable to related company (Note 35)
Key management staff personnel loans
iii) Key management personnel compensation

Salaries and other short-term employment benefits
Post-employment benefits

iv) Directors remuneration
Fees
Other remuneration included in key management above

39. Capital commitments
i) Authorized and contracted for

ii) Authorized but not contracted for
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2021 2020

Shs Shs
1,933,015 2,499,302
97,269,326 28,184,466
7,123,456 10,730,133
67,315,881 82,341,522
4,447 604 5,731,727
71,763,486 88,073,249
15,204,308 10,096,660
27,364,497 49,374,790
42,568,805 59,471,450
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40. Contingencies
Litigation against the company
As is common with the insurance industry in general, the company is subject to litigation arising in
the normal course of insurance business. The directors are of the opinion the ongoing litigations as at
the reporting date will not have material effect on the financial position or profits of the company.

41. Events after the reporting date

The directors are not aware of events after the reporting date that requires disclosure or an adjustment
to the financial statements as at the date of this report.

54



GG

%L8 %LL %E9l %06 %.9

%l %01 %6 %€ %52

%G1 %8 %G1 %LZ %2
(88z‘s80°z01) £vS'Zve 98l (666'vEL'622) CYvv'96E'L (522'689'99)
(Z10'czz'eose)  (zoL‘'0591z9't)  (sve'sos‘zzs)  (961°1L988LL)  (vLE'906°662°L)
(0z8'zi¥'108) (9zz'Lec's6l) (656'680'¢E) (ziz'eel'e) (ez¥'812'0L2)
(L¥6'860'9£5) (z89'6z8'091) (¥68'609'€S) (L¥6'708'92) (8Lt'¥58'¥62)
(9sz‘LL2's25°7)  (psz'ecy'soz't)  (zev'soL‘ocy)  (se0'cec's8)  (clv'ees'vel)
v¥1'608'€S6'L 1£9'2/£'689'I €1LG'9EY' 9T - ”
(LoL'sec'ozL) (Lot'eec'ozt) - - -
(8z1'8€5'02S) (c86'66€'28)  (906'888'/ZL)

(zes'soz'sch)
(€22'vS¥'Z61L)

(GL¥'L6¥'vTP)

(6%2'186'601'C)

8€8'LYT V8

(zsy'ees'ge)

(080'zee'Lov)
(€22'vS¥'Z6L)

(908'826'£0Z'E) (ev8'68.L'v8L) . (PLLLSL'EL)
62L°LEL LOVE 60.'265'808°L 9v£‘0.0°€62 6£9°252°9Z1 6£0°212°¢ET’)
L#6'200'2 - - = L#6'200'C
z1L0'1e2'L8 LSZ'LPE'SS /89'98Y'G2 - 890'€0t
16G'2ZE'LLT L6L'SYa'CLL £71'908 95/'1€2'L2 LZ6'8£9'9¢L
585°186°001°¢C 159°509°0v9°L 9€6°221'992 £88'520°66 60S'22L'V60°L
(060'666'26%) (992'G56'68¢) (829'888'001) - (ovL'sS1'2)
G/9'085'€6S'E €26'095'0£0'C 12'999'29¢ £88'G20'66 669'/2€'960'L
G/9'085'¢65'C €26'095'0€0'C 712'999'/9¢ £88'G20'66 GG9'/ZE'960'L
sys sys sys sys sys
1202 1202 1202 1202 1202
|ejol 8j17 dnoug upain dnoig Kinuuy 8y AeulpiQ

ollel swieln
oljel UoISSILWIWOoD
onel asuadxy

X} awooul alojaq (31o132Q)
sasuadxa pue sjyauaq Jaumo Asjjod |ejot

a|gefed suolssIWWOD
sasuadxa Jayjo pue Buneiedo

ajqeAed sjiyauaq sapjoyhoijod pue swied }aN

S]OBJJUOD S0UBINSUIR) JSpUN 8|qeJeA08Y
S]0BIUOD JUBLUISAAUI JBPUN Pale|oap jsalaiu]
sjJauaq ,siapjoyholjod jo anjeA |euenjoe ul abueyn
swie|o Aunuuy g Ajlunien

slapualng

swieo yieaqg

awooul [BJOo]
awooul J18yj0

pauJea SUOISSIWWOoD
BWO0DUI JB3YJ0 pUB JUSWSaAU|

swniwald pautea JaN

sJainsuial 0} papad wnjwald
swniwald paules ssolo

anuanal wniwald soueinsu|

JUNO29E aNUaAal Ssaulsng adueinsul wid} Buo — | xipuaddy

120z Joquaoaq LE papus ieaA sy} 10

JUN022Y 8NUBASBY SSauisng aoueinsu| ule ) buo7 — | xipusddy

pajiwi] Auedwon asueinssy Jesuold



8g

%E8 %EC %28 %98 %8

%2l %8 %01 %¢E %LZ

%L %L %6 %01 %0€
(¥00°Z67'96) (22¥°259°L81) $26'98Y°LT g£eT'vsT'cl 9Le'ver' vy

(¥£9'286'982'¢)

(556°¥S0°LOY°L)

(z8s‘9ze'8zL)

(607 16G°€S)

(889°600°v¥0°1)

(859'L6Z'GHY)
(8¥8'96¥'92S)

(gzL'v6L'SLET)

(062'625'8¢€1L)
(v¥z'65€'9ZL)

(Lz6'sLL'96L°L)

(6£6'629'G8)
(LZ5'v.26'8L)

(91L‘zZL'€9S)

(#25'96%'L)
(896'79Z'S)

(298‘628'9Y)

(gsge's85'6L2)
(0L'868'GLE)

(bzz'9z5'80S)

6EE'SLS TLY L
(098'8£5'66)
G18'220'G9E
(¥8'262'¥LE)
(568'850'G2)
(£89'188'£99'¢)

29.'sv8'LGE"L
(608'260'68)
09¥'62L'62L

(Pe€'e65'881 'E)

115'699'021
(580'€20'222)

(809'gLE'ZoY)

(€£8'295'02)
(¥£0'292'92)

(1LG0'L¥¥'0L)
(£z2'090'221L)
(018'666'282)
(668'850'G2)
(L¥2'696'CL)

0£9'06%'061°¢C 8/v'16£'6.2°L 905°€18'GS. Zv9'sy8'99 00°'PEP 880°L
126'Gav - - - 126'G9p
8vy'6£9'G1LT £95'/¥2'L9L 181'11€'€S s 860'7.0'L
821'05S'v61 82G'ZGL YL LL2'osy'LL 0..'vZb'TL 6L9'91G6'L2
1T1'6€8'6L2C  18E'166'V.6 805°6£0'689 z.8'0Zv'vS 09€°22€'690°L
(LS1'662'7EB) (c06'PYL'65L) (£28'65C'LLL) - (LL£'v68'E)
y8Z'vEL'PLL'E 06Z'chL'veL'L G8¢'662'998 z.8'02ZY'vS 1€1'112'690'L
8z veEL'PLL'S 06Z'zhL'veL'L G8E'662'958 2.8'02v'vS 1€2'112'690'L
sys sys sys sys sys
lejol 0202 0z02 0202 0z02
247 dnoug Hpalg dnoug Ainuuy 9J17 AMeulpio

onjel swie|n
OljeJ UOISSIWWOD
oney asuadxg juswabeuely

XB)} aWooul alojaq j1joid
sasuadxa pue sjiyauaq Jjaumo Aojjod |ejo

a|gefed suolssiwwo
sasuadxa Jayjo pue Bunelsdp

ajqeAed sjyouaq Japjoyhoijod pue swie|d JaN

S]OBJIU0D 90UBINSUIB) JOPUN S|JEJSA00DY
SJOBRJIUOD JUBLUISBAUI JBPUN PaJejoap }salaju|
s)jauaq siapjoyholjod jo anjen [elenjoe ul abueyn
swiiejo Aynuuy g Auniep

slapualing

Swiielo yeaq

awooul [BJo |
swooul Jaylo

paules suoiss|WwWo)
3WO0oUI JaYl0 pue JUBW}SaAU|

swinjwald paulea }aN

SJaINsulsl 0} papso wnjwald
swnjwald paules ssoio)

snusaal Wwniwsld soueinsu|

(panunuo2) Junoooe anuaAal ssauisng asuednsul wiay Buo — | xipuaddy

0202 1equaoaq L& papusa 1eak ayj 104

(panuiuoa) JunoooYy enusAsy ssauisng eoueinsu| wua BuoT — | xipuaddy

pajui] Auedwo) 8ouBINSSY 189Ul



